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_Side  Lines  

Pelosinomics 


Kayaking  on  Lake  Erie. 


FOSSIL  FUELS  ARE  BAD,  AT  LEAST  IF  YOU  SUBSCRIBE  TO  THE 
global  warming  theory.  What's  the  best  way  to  suppress  some- 
thing bad?  The  economist's  answer  to  this  question  is  to  tax  the 
fuel.  The  politician's  answer  is  to  give  a  boost  to  alternative 
fuels,  via  mandates  and  subsidies.  So  it  is  that  the  House's 
energy  bill  contains  a  mandate  that  (by  2020)  electric  compa- 
nies get  15%  of  their  energy  from  renewable  resources.  The  bill 
also  extends  and  magnifies  subsidies  for  alternative  energy.  Some 
version  of  this  is  likely  to  survive  a  reconciliation  with  the  Senate's 
competing  legislation. 

After  decades  on  the  fringes  of  the  energy  sector,  solar  is 
making  enormous  strides.  As  Elizabeth  Corcoran  and  others 
detail  in  the  cover  story,  the  technology  has  almost  gotten  to  the 
point  where  it  makes  economic 
sense.  Look  at  the  chart  on  page 
82.  In  places  where  sunshine  is 
bright  and  electric  rates  are  stiff, 
solar  cells  could  soon  hold  their 
own  against  fossil-powered 
generators.  This  conclusion 
seems  to  hang  on  some  heroic 
assumptions  about  the  mainte- 
nance costs  for  solar,  its  durabil- 
ity and  its  financing.  But  all  it 
would  take  is  another  halving 
or  two  of  the  cost  of  photovoltaics  for  solar  to  be  a  real  winner. 

What's  wrong  with  a  little  federal  boost  in  the  meantime?  Just 
that  it's  a  very  sloppy  way  to  get  carbon  dioxide  out  of  the 
atmosphere.  Taxing  carbon  motivates  people  not  just  to  look  for 
alternatives  but  to  conserve  energy  in  the  meantime.  Subsidizing 
alternative  energy,  in  contrast,  is  likely  to  have  the  perverse  effect 
of  causing  them  to  crank  up  the  air-conditioning  in  that  mansion 
in  Nashville.  What  you  get  is  the  same  number  of  carbon-belching 
smokestacks  as  before,  but  now  the  countryside  is  also  littered 
with  windmills,  ethanol  plants  and  other  eyesores. 

Economists,  notably  including  N.  Gregory  Mankiw  of 
Harvard,  favor  putting  a  tax  on  carbon.  That  means  higher  electric 
and  gasoline  bills  for  consumers,  who  are,  ultimately,  the  real 
source  of  atmospheric  pollution.  Such  taxes  do  not  find  favor  with 
politicians  like  Nancy  Pelosi.  They  would  rather  identify  electric 
utilities  and  car  companies  as  the  culprits  in  global  warming  and 
declare  that  they  are  riding  to  the  rescue  with  mandates  for  wind- 
mills and  small  cars.  Congressmen  are  also  happy  to  subsidize  the 
solar  cells  on  your  roof  so  you  can  live  in  comfort  below. 

Dumb  economic  thinking  has  been  a  feature  of  energy  legis- 
lation at  least  since  1973.  It  seems  to  be  a  renewable  resource. 
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Truly  Sicko 

It  is  obvious  that  Neil  Weinberg,  the  author  of 
"Slicko"  (Aug.  13,  p.  40),  has  not  had  to  deal  with 
an  HMO.  My  personal  experience  is  that  Michael 
Moore  has  got  it  right!  My  doctor  told  me  that 
he  was  sending  me  home  from  the  hospital 
sooner  than  he  would  have  liked  because  my 
HMO  would  not  pay  for  additional  service.  When 
I  got  home  I  opened  my  mailbox  and  found  a 
letter  denying  my  claim  for  surgery.  I  spent  the  entire  night  throwing  up  and 
sweating  profusely.  I  wrote  a  letter  to  my  HMO  congratulating  them  for  their 
perfect  timing.  I  guess  they  thought  I  was  going  to  sue  them,  because  they  sent 
a  representative  out  and  eventually  paid  the  bill.  No  one  should  have  to  jump 
through  that  many  hoops  for  medical  service. 

ROBERT  PORTER 
Ellisville,  Mo. 

Blame  the  Doctor 

Your  article  "Slicko"  (Aug.  13,  p.  40)  is  of  interest  to  me  as  a  physician  who  has 
the  temerity  to  believe  he  has  a  potentially  definitive  approach  to  high-quality, 
affordable  health  care.  I  naively  started  a  software  development  company  in 
1990  that  created  an  auditable,  Web-based  claims  administration  system. 
From  our  analyses  of  millions  of  claims  we  learned  that  65%  of  primary  care 
physicians  (PCPs)  are  very  cost-effective  and  provide  top-quality  care.  The 
remaining  35%  of  PCPs  practice  lower-quality  care  and  are  vastly  more  costly. 
Thus,  in  a  plan  where  the  premium  or  the  employer  pays  $250  per  member 
per  month,  the  efficient  providers'  actual  medical  expenses  are  $140,  while 
their  inefficient,  lower-quality  colleagues'  medical  expenses  are  $375.  A  pay- 
for-performance  model  of  care  would  require  PCPs  to  be  more  accountable. 

SOLOMON  J.  ZAK,  M.D. 
Minneapolis,  Minn. 


Competitive  Health 

You  got  it  right  when  you  wrote  that 
"our  third-party-based  payment  system" 
makes  health  care  in  the  U.S. 
enormously  inefficient,  unproductive, 
non-innovative  and,  of  course,  insanely 
expensive  ("Fact  and  Comment," 
Aug.  13,  p.  21).  To  correct  this  situation, 
the  starting  point  is  to  eliminate,  or 
substantially  diminish,  employer-pro- 
vided insurance.  Let  individuals  buy 
their  own  health  insurance,  just  as  they 
do  automobiles,  property,  etc.  Every- 
thing else — HSAs,  tax  treatment — is 
secondary. 

HEMANT  D.  KALE 
Manlius,  N.  Y. 


Oy  of  the  Beholder 

As  a  jeweler,  I  enjoyed  your  article  on 
Lawrence  Graf  ("King  of  Bling,"  Aug.  13, 
p.  84).  However,  Martin  Rapaport  is  quoted 
as  saying,  "The  person  buying  that  stone  is 
going  to  be  smart  and  a  serious  handler." 
The  word  is  often  pronounced  "hondler," 
a  Yiddish  expression  for  a  person  who  hon- 
dles — that  is,  tries  to  negotiate  a  lower  price. 

B.  MILLER  SIEGEL 
Siegel  Jewelers 
Grand  Rapids,  Mich. 
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We're  defined  by  what  we 
pass  on  to  the  next  generation. 
That's  why  ConocoPhillips 
is  developing  alternative 
fuels.  Through  our  alliance 
with  Tyson  Foods,  the  world's 
largest  meat  processor, 
we're  gearing  up  to  produce 
clean-burning,  renewable 
diesel  fuel.  We're  improving 
environmental  performance 
and  stretching  traditional  fuel 
supplies  by  using  energy  more 
efficiently.  So  we  can  pass 
on  what  matters  ...  to  the 
ones  who  matter  most. 


ConocoPhillips 

Energy  for  tomorro* 

www.  conocophillips .  cor 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


i 


J 


Fantasy  Fears 


AL  GORE  WENT  ON  A  RANT  RECENTLY  AGAINST  THOSE  WHO 
are  dubious  about  his  apocalyptic  projections  on  global  warm- 
ing. Doubters  and  disbelievers  are  simply  stooges  of  big  oil,  par- 
ticularly ExxonMobil,  he  harrumphed.  Newsweek,  meanwhile, 
tastelessly  labeled  skeptics  "deniers,"  a  not-so-subtle  comparison 
to  those  sick  individuals  who  deny  the  reality  of  the  Holocaust. 

Most  of  the  media  parrot  the  Gore/Newsweek  chants  about 
global  warming;  its  allegedly  disastrous  consequences  are  an 
absolute  given.  Scientists  who  arrive  at  opposing  conclusions  are 
ostracized  and  often  denied  grants.  Universities  won't  hire  them 
or,  if  they  are  already  tenured,  will  make  sure  they  don't  get  pro- 
moted. ExxonMobil  is  under  intense  pressure  to  recant.  Literally 
thousands  of  scientists  have  expressed  deep  doubts  about  global 
warming,  yet  those  doubts  are  deep- 
sixed  by  a  gullible  media.  Future 
generations  will  look  back  in  aston- 
ishment that  so  many  supposedly 
educated  people  came  to  be  caught 
up  in  this  hysteria. 

Not  all  skeptics,  however,  are  oil 
company  executives.  One  such  per- 
son who  saw  Gore's  movie,  An  Incon- 
venient Truth,  is  Mary  Ellen  Gilder,  a 
medical  school  student  at  Albany 
Medical  College  (and  daughter  of 
noted  technologist  and  FORBES 
newsletter  partner,  George  Gilder). 
Ms.  Gilder  decided  to  dissect  the  movie  piece  by  piece.  You  can 
read  her  findings  in  her  paper,  "Diagnosing  Al  Gore:  Truth  in  the 
Balance,"  at  oism.org/pproject.  Gilder  found  Gore's  documentary 
to  be  riddled  with  egregious  distortions  and  falsehoods.  She  did 
the  basic,  balanced  research  that  so  many  politicos  and  journal- 
ists have  not.  She  accessed  readily  available  scientific  articles  and 
papers  from  respected  sources.  Hers  is  the  kind  of  citizen's  jour- 
nalism that  we  will  see  more  of  in  this  Internet  era. 

In  his  film  Gore  states,  "Now  we're  beginning  to  see  the 
impact  [of  global  warming]  in  the  real  world."  Among  the  fright- 
ening examples  the  movie  gives  is  Africa's  rapidly  shrinking  Lake 
Chad,  a  once  giant  body  of  water  that  is  now  nearly  dry.  It  turns 
out  that  Lake  Chad  is  not  very  deep  and  has  dried  up  many  times 
in  the  past,  the  last  being  about  2,000  years  ago.  The  current  dry- 
ing has  been  abetted,  Gilder  points  out,  by  "a  rapidly  expanding 
population  drawing  water  from  the  lake,  the  introduction  of  irri- 
gation technologies  and  local  overgrazing." 

What  about  the  shrinking  of  the  snows  on  Mount  Kiliman- 
jaro? According  to  Gilder,  a  2004  article  in  the  International  Jour- 
nal of  Climatology  says  that  all  three  of  the  major  East  African 


Global  warming  mongers  point  to  disappearing  Lake 
Chad  as  proof  of  their  fears,  yet  the  lake  has  repeatedly 
dried  up  during  the  last  10,000  years. 


glaciers  have  seen  significant  retreat  since  the  late  1800s,  which  is 
long  before  there  was  much  CO:  around.  Moreover,  the  Kiliman- 
jaro glacier  is  melting  in  a  way  that  suggests  it  is  probably  not 
caused  by  the  supposedly  C02-induced  higher  temperatures  but 
by  reduced  precipitation. 

Gore  paints  a  horrifying  picture  of  how  global  warming  may 
lead  to  ghasdy  increases  in  infectious  diseases  because  vectors  are 
expanding  their  ranges.  He  listed  1 5  new  or  recently  resurgent  dis- 
eases. Four  of  these — Lyme,  malaria,  dengue  fever  and  West  Nile 
virus  (all  spread  by  insects) — undermine  Gore's  hysteria. 

"Lyme  disease — far  from  being  a  tropical  disease  spreading 
northward— originated  in  the  temperate  climate  of  Lyme,  Conn., 
and  spread  mainly  south  and  west.  Malaria  is  a  disease  confined  to 
the  tropics  more  for  socioeconomic 
reasons  than  climatological  ones,"  once 
having  been  widespread  in  Siberia  and 
Northern  Europe.  "There  is  a  similar 
lack  of  evidence  for  climate-associated 
spread  of  dengue  fever."  As  for  West 
Nile  virus,  the  villainous  mosquito 
here  "is  the  most  widely  distributed 
mosquito  in  the  world,  common  on 
every  continent  but  Antarctica."  As 
Gilder  concludes,  "there  is  no  evidence 
that  any  of  these  diseases  emerged  or 
resurged  due  to  global  climate  change." 
Gore's  whoppers  do  not  end  here. 
He  declares  that  extreme  weather  changes  are  causing  ever 
greater  economic  losses,  that  is,  more  property  damage  and  dis- 
ruptions to  the  economy.  Alas  for  his  alarmism,  an  item  in  the 
Bulletin  of  the  American  Meteorological  Society  found  that  "a 
robust  body  of  research  shows  very  little  evidence  to  support  the 
claim  that  the  rising  costs  associated  with  weather  and  climate 
events  are  associated  with  changes  in  the  frequency  or  intensity 
of  events  themselves."  Instead,  the  change  in  losses  comes  about 
because  more  and  more  people  are  living  in  vulnerable  areas. 

Gore's  movie  has  a  visual  that  purportedly  shows  temperature 
changes  over  the  last  650,000  years  correlating  closely  with  levels 
of  carbon  dioxide,  suggesting  that  C02  must  be  the  culprit.  Dig  a 
little  deeper,  though,  and  another  picture  emerges.  It  turns  out 
there  was  a  400-  to  1,000-year  lag  during  "all  three  glacial  inter- 
glacial  transitions  on  record."  In  other  words,  there  is  no  real  cor- 
relation. "The  ocean  acts  as  an  enormous  organism  that  exhales 
carbon  dioxide  during  warming  periods  of  the  Earth's  history, 
and  absorbs  it  during  periods  of  cooling." 

Another  inconvenient  truth:  The  temperature  rose  in  the  early 
part  of  the  20th  century,  long  before  we  had  today's  plethora  of  cars 
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THE  NEW  DIRECTOR 

LIFE  INSIDE  THE  FISHBOWL 

AN  EXECUTIVE  BRIEFING  OF  THE  EXCLUSIVE  BOARDROOM  FORUM 

By  Judith  L.Turnock 


Forbes  and  FTI  Consulting  convened  the  first  in  a  series  of 
Boardroom  Forums  entitled  The  New  Director:  Life  Inside  the 
Fishbowl,  at  the  Harmonie  Club  in  New  York  City  on  June 
28,  2007.  Any  director  today  knows  that  corporate  scandals, 
Sarbanes-Oxley,  increasingly  demanding  shareholders  and  the  grow- 
ing impact  of  private  equity  investors  are  shifting  new  responsibilities 
and  risks  onto  directors.  In  this  changing  environment,  directors  — 
and  potential  directors  —  need  to  rethink  how  they  engage  with  the 
CEO  and  upper  management  to  ensure  the  success  of  the  company 
and  shareholder-owner  investment.  What  are  the  outlines  of  the  new 
director  role?  The  Forum  moved  toward  answers. 

In  the  first  part  of  the  Forum,  a  one-on-one  conversation  with 
Bruce  Upbin,  Forbes  assistant  managing  editor,  William  H. 
Donaldson  joked  about  the  old  days,  where  meetings  began  with  a 
pat  on  the  back  for  the  CEO  and  ended  with  a  great  lunch.  "That 
whole  game  has  changed,"  declared  Donaldson,  and  for  the  better. 
"For  anyone  who's  looking  to  make  a  contribution,  and  to  have  a  real 
hand  in  helping  to  guide  a  company  from  a  strategic  point  of  view, 
it's  a  great  time  to  be  a  director."  He's  in  a  position  to  know  what  he's 
talking  about.  As  former  chairman  of  the  U.S.  Securities  and 
Exchange  Commission  and  the  New  York  Stock  Exchange, 
cofounder,  former  chairman  and  chief  executive  of  Donaldson, 
Lufkin  &  Jenrette,  director  and/or  executive  of  a  number  of  major 
companies,  and  founding  dean  and  professor  at  Yale's  School  of 
Management,  Donaldson  has  viewed  the  director's  job  from  every 
possible  perspective. 

The  Forum's  second  half  featured  a  panel  of  experts:  Joseph  L. 
Bower,  Donald  Kirk  David  professor  of  business  administration  at 
Harvard  Business  School;  Dennis  J.  Shaughnessy,  chairman  of  FTI 
Consulting,  Inc.;  David  W.  Johnson,  chairman  emeritus  of  Campbell 
Soup  Co.  and  director  of  Colgate-Palmolive;  and  Patrick  S.  McGurn, 
executive  vice  president  and  special  counsel  of  Institutional 


Shareholder  Services  (ISS).  Their  joint  premise  was  "We've  mov< 
from  a  CEO-centric  governance  model  to  a  board-centric  mode: 
but  their  different  perspectives  revealed  many  options  for  playing  o 
the  new  vamped-up  role. 

The  hot  topics  that  emerged  from  the  discussion  are  not  formulas,  b 
rather  ways  to  think  about  and  analyze  appropriate  action  going  forwai 

GOING  DEEPER  THAN  QUARTERLY  EARNINGS 

Directors  should  focus  first  on  longer-term  planning,  various 
pegged  at  three  to  seven  years.  Quarterly  earnings  —  and  whether  or  n 
they  match  the  company's  own  projections  —  are  how  the  market  v; 
ues  a  stock,  so  Wall  Street  has  been  complicit  in  "short-termism,"  whi< 
has  hindered  long-term  company  value,  shareholder  value  and,  ul 
mately,  U.S.  economic  growth.  The  subcommittee  Donaldson  chairs 
the  Committee  for  Economic  Development  released  an  in-depth  stuc 
on  the  issue  earlier  this  year,  designed  in  part  to  stem  privatization. 

Boards  can  facilitate  the  change  in  perspective  by  owning  t 
longer-term  strategy  as  a  group  and  then  articulating  that  strategy 
the  market.  Boards  can  also  enlist  CEO  commitment  by  tying  cor 
pensation  to  milestones  in  the  strategy,  even  including  a  "snatch-bac 
provision  that  follows  a  CEO  for  the  first  year  or  two  after  she  or 
leaves  a  company. 

THE  DELICATE  ISSUE  OF  SUCCESSION  PLANNINCl 
The  second  focus  should  be  succession  planning.  Enough  compan: 
have  suffered  disappointing  returns  after  external  CEO  searches  land 
big  names  with  compensation  requirements  to  match.  Their  general 
skills  may  or  may  not  be  relevant,  and  they  do  not  share  the  interrl 
networks  that  can  smooth  transitions.  Internal  succession  planning! 
an  attractive  antidote. 

Developing  capable  people  eight  to  ten  years  out  involves  visitiil 
some  of  them  at  work,  bringing  them  to  board  meetings  for  presel 


1  "Built  to  Last:  Focusing  Corporations  on  Long-Term  Performance,"  Committee  for  Economic  Development's  Research  and  Policy  Committee,  Washington,  DC.  20C 
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TTH  THE  END  OF  THE  ERA  OF  THE  ALL-POWERFUL  CHIEF  EXECUTIVE  OFFICER  AND 
LHE  BEGINNING  OF  A  NEW  ERA  OF  SHAREHOLDER- OWNER  ACTIVISM,  ALL  EYES  ARE 

ON  THE  BOARDROOM. 


^1 

:ions  followed  by  drinks  and  dinner,  and  getting  them  guidance 
)m  different  coaches.  One  of  those  candidates  might  be  the  right 
rson  for  the  company  at  the  time  of  succession. 

HE  ART  OF  THE  CEO -DIRECTOR  RELATIONSHIP 
Because  the  shifting  power  center  is  not  an  easy  transition  for  many 
EOs,  striking  the  right  balance  between  the  director  serving  as 
e  CEO's  colleague  and  advisor  and  a  monitor  who  asks  difficult 
lestions  is  an  art.  When  every  company  is  "as  individual  as  a  finger- 
int,"  there  is  no  one  best  practice.  The  balance  can  only  be  found 
rough  conversations  over  time,  based  on  the  confidence  and  expe- 
:nce  of  the  CEO. 

ANAGING  SHAREHOLDER  DIVERSITY 

Directors  are,  first  and  foremost,  the  primary  representatives  of 
e  owners,  and  today's  owners  want  to  talk  directly  to  their  elected 
presentatives.  Forward-thinking  boards  are  already  facilitating 
ose  conversations  through  interactive  director  Web  pages,  presen- 
tions  at  shareholder  meetings,  and  meetings  with  buy-side  and 
ll-side  institutional  investors.  These  interactions  result  in  stronger 
dicies,  strategies,  positions  and,  ultimately,  more-effective  boards. 
Activist  owners  also  raise  new  proxy  access  issues.  Some  owners 
ok  for  long-term  growth  and  stability,  but  most  hold  shares  for 
;s  than  a  year.  What  access  is  warranted  for  such  different  interests, 
id  all  the  others  in  between?  For  example,  who  should  have  a  say 
1  compensation?  U.S.  experts  want  to  give  the  relatively  new  SEC 
sclosure  provisions  more  time  to  prompt  voluntary  change. 

N  THE  HORIZON 

The  experts  and  participants  also  raised  issues  that  warrant  attention 
It  have  not  ripened  into  recommended  strategies. 


•  Separating  CEO  and  board  chair  positions.  In  the  mutual  fund 
industry,  the  inherent  conflict  of  interest  probably  requires 
separating  the  two  positions.  For  most  companies,  however,  there 
are  compromise  positions,  such  as  designating  a  lead  director  or 
holding  separate  meetings  of  independent  directors. 

•  Term  or  age  limits.  These  limits  are  probably  tactics  to  avoid  the 
more  difficult  business  of  assessing  individual  director  contributions. 

•  More  board  diversity.  Broadening  the  pool  for  directors  opens  the 
door  to  greater  diversity  and  the  independent  thinking  those  new 
recruits  bring. 

•  Approaches  from  private  equity  investors.  When  interest  rates  are 
low,  private  equity  investors  will  find  many  sympathetic  CEO  ears. 
Boards  need  a  plan  of  action  with  the  CEO's  contractual  obliga- 
tion to  report  any  and  all  approaches. 

•  Service  on  other  boards  and  director  pay.  Now  that  board  service 
has  begun  to  resemble  a  full-time  job,  companies  are  already  limiting 
service  on  other  boards  and  increasing  director  pay  to  better  reflect 
the  actual  time  commitment. 

For  those  who  relish  the  opportunity  to  shape  the  future,  it's  the  right 
time  to  be  a  director.  ■ 

The  next  Forum  will  be  held  in  San  Francisco 
on  November  13,  2007. 


FOR  MORE  INFORMATION 

AND  RESOURCES,  VISIT 
www.  Lifelnside  TheFishbowl.  com 
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Fart  and  Comment 


and  airplanes;  then  it  went  down  a  bit,  even  as  C02 
emissions  went  up.  Though  up  a  tad  since  1980,  our 
current  temperatures  are  hardly  at  record  levels. 

What  Gilder  and  others  have  discovered  is  that 
the  subject  of  weather  is  an  extraordinarily  com- 
plex subject.  "The  profound  weakness  of  the  cli- 
mate models  on  which  so  many  policymakers 
hang  their  hats,"  she  writes,  "is  that  they  project 
our  present  conditions  into  the  future."  Yet  look  at 
the  extraordinary  changes  in  the  world  since  1900, 
a  time  when  one  of  the  biggest  problems  facing 
cities  was  their  growing  volume  of  horse  plop. 
Only  a  handful  of  individuals  could  conceive  that 


Grumpy  Gore  dislikes  skeptics. 


the  automobile  would  soon  put  most  horse-based 
transportation  out  to  pasture. 

Gilder  quotes  physician-writer  Michael 
Crichton,  who  wrote  a  bestselling  novel,  State  of 
Fear,  based  on  the  global  warming  hysteria: 
"Nobody  believes  a  weather  prediction  12  hours 
ahead.  Now  we're  being  asked  to  believe  a  predic- 
tion that  goes  out  100  years  into  the  future?  And 
make  financial  investments  based  on  that  predic- 
tion? Has  everybody  lost  their  minds?" 

Crichton's  question  is  an  apt  one:  All  too 
many  politicos,  academics  and  journalists  do 
seem  to  have  taken  leave  of  their  senses. 


Will  They  Take  Over  the  World? 


The  Elephant  and  the  Dragon:  The  Rise  of  India  and  China  and 
What  It  Means  for  All  of  Us— by  Robyn  Meredith  (WW.  Norton 
&  Co.,  $25.95).  The  book  to  read  on  the  extraordinary  economic 
expansions  of  India  and  China,  the  two  most  populous  nations 
on  Earth.  FORBES  Senior  Editor  Robyn  Meredith  has  produced 
a  well-written  and  well-researched  work  chronicling  and  analyz- 
ing the  most  profound,  tectonic  shift  in  economics  since  the  rise 
of  the  U.S.  Even  Japan's  fabled  and  stunning  economic  surge  from 
the  rubble  of  World  War  II  doesn't  compare  with  what's  unfold- 
ing in  these  once  poor  and  stagnant  nations,  with  their  collective 
populations  of  more  than  2.4  billion  people.  r 

Meredith  wonderfully  combines  acute  macro 
observations  with  micro  tales  of  individual  entre- 
preneurs and  companies.  She  also  does  a  superb  job 
describing  the  complex,  multination  supply  chains 
that  have  been  created.  Countries  rarely  make  things 
from  start  to  finish  anymore.  Instead,  "inputs"  are 
created  seemingly  everywhere  and  then  brought 
together  for  assembly.  Since  much  of  this  final 
assembly  takes  place  in  China,  our  trade  deficit  with 
that  country  looks  far  bigger  than  it  really  is — most 
of  the  dollars  that  go  to  China  end  up  elsewhere. 

Meredith  portrays  the  awesome  changes  in  China's  coastal 
cities,  while  painting  a  nitty-gritty  picture  of  the  living  conditions 
of  the  many  workers  pouring  into  China's  burgeoning  urban 
areas.  She  succinctly  discusses  the  enormous  challenges  posed  to 
the  country's  rulers  by  the  hundreds  of  millions  of  rural  residents 
who  are  rapidly  falling  behind  their  urban  cousins,  a  disparity 
made  even  more  painful  by  the  fact  that  it  was  the  farmers  who 
had  initially  benefited  most  from  the  country's  push  to  modern- 
ize. The  book  also  candidly  analyzes  the  vast  problems  Chinas 
breakneck  growth  has  brought  with  it— a  banking  system  loaded 
with  hundreds  of  billions  of  dollars  of  worthless  loans;  wide- 
spread corruption,  particularly  severe  outside  of  Chinas  cities; 
and  pollution. 

Chinas  rise  began  in  1978,  when  Deng  Xiaoping  decisively 
ended  the  Maoist  era  of  murderous  repressions  and  the  ghastly 
crackpot  economic  policies  that  had  killed  tens  of  millions  of 
people  and  impoverished  nearly  everyone  else.  Meredith  tells  the 


j«f  ELEPHANT 


little-known  story  of  Deng's  visit  to  Singapore,  Malaysia  and 
Thailand  not  long  after  he'd  taken  the  reins  of  government.  He 
beheld  booming,  modern  metropolises — a  day-and-night  con- 
trast with  China's.  Stunned,  Deng  decided  then  and  there  to 
consign  China's  traditional  communism  to  the  ash  heap  of  history. 

During  the  1980s  India  made  fitful  moves  to  open  its  over- 
regulated,  isolated  and  bureaucratically  stultified  economy.  In  the 
wake  of  an  economic  crisis  in  1991  the  government  enacted  dras- 
tic reforms.  While  China  focused  on  manufacturing,  India 
turned  to  software  and  the  white-collar  work  done  in  back  offices 
around  the  world. 

Beijing  pours  tens  of  billions  of  dollars  into 
infrastructure,  well  before  it  is  actually  needed,  in  a 
sort  of  economic  version  of  Field  of  Dreams:  Build  it 
and,  eventually,  they  will  come.  In  India,  however, 
infrastructure  remains  remarkably  backward,  with 
terrible  roads,  rickety  railways  and  Third  World  air- 
ports. China  has  virtually  eliminated  illiteracy,  while 
about  40%  of  India's  population  remains  illiterate. 
India's  leaders  say  they  are  determined  to  make 
progress  on  infrastructure;  the  growing  middle  class 
will  certainly  apply  pressure  to  make  that  come  to  pass. 

The  rapid  growth  of  both  countries  has  drawn  countless 
companies  in  the  U.S.  and  elsewhere  to  outsource  activities  and 
jobs  to  each.  Meredith  puts  outsourcing  in  perspective.  By  2015, 
for  instance,  the  U.S.  may  have  lost  as  many  as  3  million  jobs  to 
outsourcing — about  2%  of  the  workforce.  Yet  our  economy  will 
still  be  creating  more  than  1  million  new  jobs  a  year.  In  other 
words,  U.S.  employment  will  continue  to  expand,  even  as  China 
and  India  move  rapidly  forward.  Job  outsourcing  helps  Ameri- 
can equity  values  go  up,  thereby  creating  investment  capital  here 
and  better  pensions  for  our  retirees,  not  to  mention  better  prices 
for  countless  goods,  which  benefits  tens  of  millions  of  American 
consumers.  Meredith  also  brings  the  same  sober  cost-benefit 
analysis  to  trade  and  the  current  ballyhoo  over  the  value  of 
China's  currency  vis-a-vis  the  dollar. 

The  rapid  rise  of  India  and  China  will  mean  overall  gains  for  the 
U.S.,  especially  if  we  remove  the  educational  and  economic  barriers 
that  keep  us  from  maximizing  our  economic  opportunities.  F 
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Things  to  do  while  you're  alive: 


□  Go  to  the  Olympic  Games 

□  Tour  MoMA  with  a  personal  guide 

□  Visit  an  uninhabited  island 

□  Write  a  screenplay 

□  Run  with  the  bulls  in  Pamplona 

□  Go  scuba  diving  in  Belize 

□  Take  your  parents  on  a  vacation 

□  Experience  Mongolia's  Naadam  Festival 

□  Bungeejump 

□  Read  and  finish  Moby-Dick 

□  Swim  in  all  five  oceans 

□  Celebrate  Mardi  Gras  in  New  Orleans 

□  Ride  the  Orient  Express 

□  Visit  the  Taj  Mahal 

□  Drive  on  the  autobahn 

□  See  Iguazu  Falls 

□  Heli-ski  in  British  Columbia 

□  Play  Pinehurst  No.  2 

□  Ski  first  tracks  at  Deer  Valley 

□  Go  to  the  Super  Bowl 
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Other  Comments 


The  quality  of  our  expectations  determines  the  quality  of  our  action. 

— ANDRfi  GODIN 


Chicken  Littles  Carbon  dioxide  has  never  driven  tem- 
perature. In  fact,  the  evidence  shows  that  historically,  temperature 
has  driven  C02.  We  cannot  rule  out  trie  possibility  that  CGs  could 
drive  climate,  just  as  it  would  be  hard  to  rule  out  the  possibility 
of  a  devastating  meteor  striking  Earth.  But  we  are  not  enacting 
expensive  legislation  to  erect  retractable  meteorite  shields  around 
major  U.S.  cities,  or  pouring  money  into  the  development  of 
meteorite-proof  material.  No  one  is  pressuring  poor  nations  to  sign 
treaties  swearing  they  will  dedicate  a  portion  of  their  meager  GDP 
to  combat  this  potential  threat.  It  would  be  absurd.  And  in  that  case 
we're  talking  about  an  event  that  has  actually  happened  in  the  past. 

—MARY  ELLEN  GILDER 

Up  to  No  Good  Any  country  that  seeks  "peaceful" 
nuclear  power  at  the  same  time  it  is  completely  self-sufficient  in 
energy  production  is  de  facto  suspect.  Iran  has  enough  natural 
gas  to  meet  its  clean  electrical  generation  needs  for  two  centuries. 
The  only  rationale  for  its  multibillion-dollar  program  of  building 
nuclear  reactors — and  for  its  spending  billions  more  to  hide  and 
decentralize  them — is  to  obtain  weapons. 

Iran  presents  a  uniquely  fourfold  danger:  It  has  enough  cash  to 
buy  influence  and  exemption  from  sanctions;  it  possesses  oil  reserves 
to  blackmail  a  petroleum-hungry  world;  it  sponsors  terrorists  who 
might  soon  be  enabled  to  find  sanctuary  under  a  nuclear  umbrella 
and  to  be  armed  with  dirty  bombs;  and  it  has  a  leader  who  talks  as 
if  he  were  willing  to  take  his  entire  country  into  paradise — or  at  least 
back  to  the  7th  century  amid  the  ashes  of  the  Middle  East.  Just  imag- 
ine the  recent  controversy  over  Danish  cartoons  in  the  context 
of  [Iran's  President  Mahmoud]  Ahmadinejad  with  his  finger  on 
a  half-dozen  nuclear  missiles  pointed  at  Copenhagen. 

—VICTOR  DAVIS  HANSON,  Hoover  Institution,  Imprimis 

Unruly  Behavior  Years  of  unbudgeted  regulatory 
growth  merit  concern.  But  [federal]  agencies  are  not  the  real  cul- 
prits. Congress  regularly  shirks  its  constitutional  duty  to  make 


the  tough  calls.  It  delegates  considerable  lawmaking  power  to 
agencies,  and  then  it  fails  to  ensure  that  they  deliver  benefits  that 
are  greater  than  costs.  [Consider:] 

•  Regulatory  costs  hit  $1,142  trillion  in  2006.  The  hidden  tax  of  reg- 
ulation now  approaches  half  the  level  of  federal  spending  itself. 

•  Regulatory  costs  are  more  than  quadruple  the  $248  billion  budget 
deficit  [and]  exceed  2004  corporate  pretax  profits  of  $1,059  trillion. 

•  Regulatory  costs  exceed  the  estimated  2006  individual  income  taxes 
of  $998  billion  [and]  dwarf  corporate  income  taxes  of  $277  billion. 

•  Regulatory  costs  absorb  9%  of  U.S.  GDP. 

•  While  agencies  issued  3,718  final  rules,  Congress  passed  and  the 
President  signed  into  law  a  comparatively  low  321  bills  in  2006. 

—CLYDE  WAYNE  CREWS  JR.,  Competitive  Enterprise  Institute 

Eastern  Exposure  American  politicians  often  complain 
that  China's  currency  is  undervalued,  making  its  exports  cheaper 
than  they  should  be.  That  may  be  so,  but  the  cheap  currency's  big 
winners  are  American  companies  exporting  inexpensive  goods  and 
American  consumers  paying  less  for  them  than  they  otherwise 
would.  Chinas  world-beating  exports  are  indeed  thriving,  but  more 
than  half  of  China's  exports,  56%  in  2003,  are  produced  by  foreign - 
owned  companies.  Add  in  domestic  Chinese  companies  under  con- 
tract to  export  and  nearly  70%  of  all  Chinese  exports  are  made  by 
or  for  foreign  companies,  leaving  China's  most  profitable  business 
activities  out  of  the  hands  of  mainland  Chinese.  China,  it  seems, 
has  not  been  invited  to  its  own  coming-out  party. 

Whereas  the  global  part  of  the  Chinese  economy — the  part 
controlled  by  U.S.  and  other  foreign  companies — is  flourishing,  the 
Chinese-controlled  portion  has  an  uncertain  future.  China  must 
transform  itself  further  if  it  is  to  reap  the  full  rewards  of  its  own 
economic  rise.  More  than  half  of  Chinas  incredible  10%  GDP  growth 
comes  from  government  and  foreign  direct  investment.  If  you  strip 
that  away,  China's  growth  rate  is  closer  to  the  American  growth  rate. 

— ROBYN  MEREDITH,  The  Elephant  and  the  Dragon: 
The  Rise  of  India  and  China  and  What  it  Means  for  All  of  Us 

Bureaucratic  Bungle  Pedro  Guzman  is  an  Ameri- 
can citizen.  He  is  also  reportedly  retarded.  And  his  family  is 
concerned  about  his  safety.  Guzman  disappeared  after  he  was 
arrested  for  misdemeanor  trespassing.  Sometime  after  that,  offi- 
cials with  the  Los  Angeles  County  Sheriff's  Department  identi- 
fied him  as  an  illegal  alien  and  turned  him  over  to  Immigration 
&  Customs  Enforcement,  which  deported  him  to  Tijuana.  Both 
agencies  say  they  acted  properly  and  blame  the  mistake  on 
Guzman,  who  they  say  claimed  to  be  from  Mexico. 

—CHARLES  OLIVER,  Reason.com 

Gone  Fishing  The  choice  and  nature  of  our  holidays  is 
more  perhaps  than  anything  in  our  lives  an  expression  of  ourselves. 

—ALEC  WAUGH  F 
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Current  Events 


By  Paul  Johnson 


No  Shortage  of  Good  Samaritans 


ONE  OF  THE  NEW  TESTAMENT'S  KEY  TEXTS  IS  ABOUT  THE  GOOD 
Samaritan,  and  its  lessons  can  be  applied  to  business  and  business- 
men. In  telling  this  tale  Jesus  had  two  objectives.  The  first  was  to 
condemn  sectarianism.  At  the  time,  Jews  were  taught  to  regard 
Samaritans  as  heretics  and  enemies,  but  Jesus  showed  the  Samar- 
itan behaving  better  than  the  Jewish  priest  and  the  learned  and  pious 
Levite.  The  second  and  more  important  objective  was  to  stress  the 
importance  of  charity.  Here  was  an  innocent  \dctim  of  thieves,  robbed 
and  left  half  dead  by  the  roadside.  The  priest  and  Levite  "passed  by 
on  the  other  side."  But  the  Samaritan  stopped,  "bound  up  his  wounds," 
put  the  injured  man  on  his  donkey  and  took  him  to  an  inn.  There 
the  Samaritan  paid  for  the  care  of  the  poor  man  and  told  the  owner 
of  the  inn  to  look  after  him  until  he  was  better  and  "whatsoever  thou 
spendest  more,  when  I  come  again,  I  will  repay  thee." 

Prime  Minister  Margaret  Thatcher  quoted  this  text  often  while 
in  office.  She  thought  it  a  first-class  example  of  practical  compassion 
in  action.  The  Samaritan  was  a  businessman — a  merchant,  a  com- 
mercial traveler — who  regularly  traveled  a  certain  route  and  knew  the 
inns  and  their  owners  along  the  way.  When  he  found  the  man  in  dis- 
tress, he  acted  immediately  He  didn't  go  around  making  speeches, 
setting  up  a  fund  and  using  the  cliches  of  the  aid  industry.  He  simply 
tended  to  the  man,  pulled  out  his  purse  and  left  him  in  good  hands, 
personally  financing  any  other  assistance  that  might  prove  necessary. 
Mrs.  Thatcher  cited  this  as  the  best  way  to  help  an  unfortunate  neigh- 
bor— direct,  person  to  person,  with  no  bureaucracy,  no  elaborate  rules. 

But  there  was  another  point  to  which  Mrs.  Thatcher  always 
drew  attention— the  reason  the  Samaritan  was  able  to  render  such 
aid.  He  was  a  man  of  substance,  a  successful  businessman  who 
plied  his  trade  industriously,  lived  within  his  income  and  was 
therefore  able  to  provide  money  without  hesitation  when  it  was 
needed.  There  is,  she  added,  a  lot  to  be  said  for  a  society  that  allows 
people  to  accumulate  wealth  so  they  are  able  to  spend  it  charitably. 

All  very  well,  you  may  say,  but  what  about  the  other  biblical  text 
in  which  Jesus  says:  "It  is  easier  for  a  camel  to  go  through  the  eye 
of  a  needle,  than  for  a  rich  man  to  enter  into  the  kingdom  of  God"? 
This  harsh  analogy  "amazed"  the  disciples  and  led  them  to  ask: 
"Who  then  can  be  saved?"  The  answer  concerns  not  the  accumu- 
lation of  wealth  but  its  disposition.  It  serves  as  a  warning  to  the  per- 
son still  encumbered  by  his  riches  when  he  seeks  entry  to  heaven. 

Andrew  Carnegie,  one  of  the  greatest  of  American  entrepreneurs, 
took  this  particular  text  to  heart  and  lived  by  it.  He  was  a  child  im- 
migrant, the  son  of  a  penniless  Scots  hand-loom  weaver.  Carnegie 
made  one  of  the  greatest  fortunes  in  history  by  discovering  how  to 
produce  high-quality  steel  cheaply— thus  enormously  benefiting 


society,  as  well  as  himself.  But  as  he  grew  richer,  Carnegie  reflected 
deeply  on  the  morality  of  becoming  and  remaining  rich.  He  set  out 
his  conclusions  in  a  remarkable  essay  that  came  to  be  known  as  "The 
Gospel  of  Wealth"  and  was  published  in  the  North  American  Review 
in  June  1889.  In  it  Carnegie  argued  that  the  honest  accumulation 
of  wealth  was  morally  permissible,  especially  if  in  the  process  the 
interests  of  the  public  were  served.  What  was  wrong  was  to  hang  on 
to  the  wealth.  He  concluded:  "[The]  man  who  dies  rich  dies  disgraced." 

By  the  time  Carnegie  died  in  his  sleep  at  age  83,  he  had  given 
away  almost  all  that  he  possessed.  The  canny  old  Scots-American 
had  acquired  his  money  in  a  businesslike  fashion.  And  it's  clear 
he  gave  it  away  in  the  same  manner — and  while  he  was  still 
around  to  supervise  the  process  (an  important  point). 

A  Better  Way 

More  has  been  given  in  the  last  half-century  than  in  all  the  previous 
ages  put  together.  But  most  of  it  has  been  through  transactions  be- 
tween governments.  Immense  sums  have  simply  been  transferred  from 
one  public  treasury  to  another,  with  all  the  decisions  regarding  the 
funds — on  the  part  of  both  donor  and  recipient — made  by  politicians 
and  civil  servants.  The  whole  process  takes  place  within  a  context  of 
politics,  not  business,  and  correspondingly  has  been  inefficient  and 
wasteful.  The  big  international  aid  organizations,  though  less  politi- 
cized and  therefore  more  effective,  are  still  bedeviled  by  bureaucracy 

What  is  common  to  both  kinds  of  donor,  whether  they're  gov- 
ernment-financed through  taxes  or  big  charities  that  raise  their 
income  worldwide,  is  that  none  of  those  making  the  decisions  are 
spending  their  own  money.  It  is  a  fundamental  fact  of  human  nature 
that  someone  who  opens  his  own  purse  to  give  to  those  in  need  is 
likely  to  take  a  close  interest  in  the  ways  in  which  and  how  effectively 
the  money  is  spent.  As  a  result,  it  is  more  likely  to  be  spent  wisely 

Many  of  the  vast  government  aid  schemes  have  done  more  harm 
than  good,  and  despite  all  the  money  spent  there  is  as  much  poverty 
and  distress  today  as  there  ever  has  been.  However,  there  is  one 
consoling  factor:  More  money  is  being  made  by  the  efforts  of  in- 
dividuals than  ever  before.  And  in  the  U.S.,  where  the  number  of  such 
private  fortunes  is  greatest,  the  culture  of  personal  charity  is  stronger 
than  ever.  The  parable  of  the  Good  Samaritan  is  remembered  and 
heeded  The  example  of  Andrew  Carnegie  is  understood  and  followed. 

We  should  rejoice  that  we  have  a  system  that  allows  men  and 
women  to  accumulate  riches — one  that  produces  so  many  who 
voluntarily  use  the  fruits  of  their  industry  and  acumen  to  benefit 
the  unfortunate.  They  do  not,  in  their  thousands — indeed,  in 
their  millions — "pass  by  on  the  other  side."  F 
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Next  time  the  tax  man  comes, 
you  don't  have  to  be  so  generous. 


Fidelity  tax-advantaged  funds. 
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Dawn  of  the  Single-Engine  Jet 


OIL  FLIRTS  WITH  $75  A  BARREL.  CAPITALISM  DANCES  ON.  FREE 
enterprise  adapts.  It  always  does. 

A  new  and  very  slick  adaptation  to  pricey  oil  is  a  jet  airplane 
built  with  only  one  engine.  Three  manufacturers — Piper  Aircraft 
of  Vero  Beach,  Fla.,  Cirrus  Design  of  Duluth,  Minn,  and  Dia- 
mond Aircraft  Industries  of  Wiener  Neustadt,  Austria — have  a 
single-engine  jet  in  the  works.  A  fourth,  Eclipse  Aviation  of  Albu- 
querque, N.M.,  is  toying  with  a  single-engine  version  of  its  tiny 
Eclipse  500  twin-engine  jet.  In  July  Eclipse  flew  its  skunkworks 
one-holer,  the  ECJ,  into  the  big  air  show  at  Oshkosh,  Wis. 

Single-engine  jets  are  not  new.  Air  Force  fighter  jets  of  the 

1950s,  such  as  the  F-86  Sabre,  had  one  monster  engine  embedded 

in  the  fuselage.  The  F-86    ...      _   .      „..    .  ^„  ..  ... 

5  Cirrus  Design  s  the-jet  (left)  will 

flew  685mph  and  enjoyed  a    fly  over  340mph  on  one  engine. 
10: 1  kill  ratio  over  the  MiG-    Eclipse  Aviation's  ECJ  is  faster  but 
15  during  the  Korean  War.  smaller. 
But  the  F-86's  engine-flame- 
out  rate  was  unacceptably 
high  for  commercial  use. 

Safely  through  redun- 
dancy has  always  driven  com- 
mercial jet  aircraft.  The  Boe- 
ing 707  entered  commercial 

service  in  1 958  and  used  four  engines  to  carry  141  passengers.  The  Boe- 
ing 727  followed  in  1964,  on  a  risky  bet  that  only  three  engines  were 
needed  The  trend  toward  fewer  engines  continued  with  the  757  twin 
in  the  1980s  and,  most  radically,  the  jumbo  777  in  1995.  Because  the 
777  was  designed  to  carry  more  than  300  passengers  over  large  oceans 
on  just  two  engines,  it  was  the  most  rigorously  tested  jet  airplane  ever. 

Business  jets,  being  much  smaller,  have  used  two  engines  from 
the  beginning.  The  four-passenger  Paris  Jet  debuted  in  1954  but 
was  considered  more  toy  than  tooL  The  first  biz  jet  to  sell  in  volume 
was  Bill  Lear's  Learjet,  first  available  in  1964.  And  todays  small,  cut- 
ting-edge Eclipse  500  and  Cessna  Mustang,  as  well  as  the  forthcom- 
ing Embraer  Phenom  100  and  Honda  Jet,  are  twin-engine  designs. 

Fuel  Economy  Propels  Change 

ITie  single-engine  jet  is  a  departure  from  the  old  idea  that  redun- 
dancy equals  safety.  Will  the  market  accept  singles?  I  think  so.  Fuel 
prices  will  dictate  a  demand  for  greater  economy.  Modern  manu- 
facturing processes  combined  with  electronic  fuel  control  and 
engine  diagnostics  make  a  single-engine  jet  much  safer  than  earlier 
models.  Todays  jet  engines  almost  never  fail.  Will  the  paying  pub- 
lic see  it  that  way?  Would  you  fly  in  a  small  jet  with  one  engine? 

Without  hesitation  (and  assuming  pilot  competency)  I  would 
[  own  a  single-engine  piston  airplane,  a  Cirrus  SR22,  and  both  this 
summer  and  last  I  flew  my  wife  and  kids  over  the  Rocky  Moun- 


tains in  our  Cirrus.  The  Cirrus  piston  engine,  made  by  Teledyne 
Continental,  is  very  reliable.  Yet  in  comparison,  jet  engines — hav- 
ing fewer  moving  parts — are  ten  times  more  reliable  than  pistons. 

You  may  not  know  this,  but  the  market  has  already  accepted 
single-engine  jet  aircraft.  The  Cessna  Caravan,  Pilatus  PC- 12  and 
EADS  Socata  TBM  700/850  are  big  hits  in  the  marketplace  and 
profitmaking  machines  for  their  manufacturers.  You  may  not 
think  of  these  aircraft  as  jets,  since  they  have  a  single  propeller 
hanging  off  their  noses.  They  are  turboprops.  Their  engines  are 
jet  turbines  that  use  the  jets  thrust  to  spin  a  prop. 

The  Cessna  Caravan  has  been  flying  since  1985  and  is  a 
workhorse  for  FedEx  in  smaller  cities.  The  Swiss-made  Pilatus 

PC- 12  specializes  as  an 
executive,  commuter  and 


f  ambulance  aircraft.  The 

I     (f  smaller  TBM  850  seats  six, 

goes  370mph  and  flies  a 
1,570-mile  range  on  one 
engine.  All  three  single 
turboprops  have  superb 
safety  records,  a  sure  sign 
that  single-engine  jet  air- 
craft can  be  successful. 
Which  of  the  new  single-engine  jets  will  prevail?  Eclipse  wants 
to  be  the  Porsche  of  single-engine  jets.  Its  single  will  fly  higher 
(41,000  feet)  and  faster  (395mph)  than  its  rivals'.  But  it  will  seat 
only  four — two  up  front,  including  the  pilot,  and  two  in  back  Cir- 
rus and  Diamond  are  trying  to  be  the  luxury  SUVs  of  these  jets. 
They  will  fly  lower  (25,000  feet)  and  slower  (340mph  to  360mph) 
but  easily  seat  five  to  six  people,  in  various  configurations.  The 
Cirrus  single  has  huge  windows  for  passenger  comfort  and  an  air- 
frame parachute,  in  the  unlikely  event  that  the  aircraft's  Williams 
FJ33  engine  flames  out 

The  Eclipse,  Cirrus  and  Diamond  jets  will  cost  in  the  $1  mil- 
lion range.  They  will  have  lower  operating  costs  compared  with  jets 
of  similar  size.  Piper's  single-engine  jet  is  much  larger,  more  like  a 
Cessna  CJ1+.  It  seats  six  adults  comfortably  and  includes  a  potty. 
It  will  sell  for  about  $2.4  million  when  it  hits  the  market  in  2010. 

Aviation  is  a  conservative,  slow-moving  industry.  Bearing 
this  in  mind,  the  sudden  interest  in  single-engine  jets  is  an 
extraordinary  development.  It  says  volumes  about  the  adaptive 
abilities  of  free  markets  to  high  oil  prices.  It  says  volumes  more 
about  human  innovation. 

To  heck  with  $75  oil.  It's  a  great  time  to  be  alive  and  free!  F 
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Shell  Game 

ON  ITS  WEB  HOME  PAGE  THE  COALITION  TO  SALUTE  AMERICA'S 
Heroes  Foundation  declares  its  mission  is  "to  help  our  severely 
wounded  and  disabled"  soldiers  from  Middle  East  strife  "rebuild 
their  lives."  There  are  images  of  vets  missing  limbs.  The  Web  site 
mentions  an  endorsement  from  New  York  Times  columnist 
Thomas  L.  Friedman.  Your  money  won't  be  wasted  if  you  sent  it 
to  this  charity,  at  least  if  you  take  its  financial  statements  at  face 
value.  A  draft  that  FORBES  obtained  of  the  Coalition's  latest 
annual  financial  statement  (for  calendar  year  2006)  claims  an 
appealingly  high  97  cents  of  every  donated  dollar  was  left  after 
paying  fundraising  costs,  an  efficiency  that  would  put  the  organ- 
ization right  up  there  with  Goodwill  Industries  International  and 
the  Salvation  Army. 

Look  more  closely  at  the  Coalition, 
and  several  sister  nonprofits  founded  by 
philanthropic  entrepreneur  Roger 
Chapin,  and  you  find  only  a  limited 
amount  of  assistance  for  injured 
veterans.  The  charities  seem  to  do  a 
much  better  job  of  keeping  Chapin 
comfortable  than  helping  amputees. 
And  that  97%  fundraising  efficiency  is, 
to  put  it  politely,  misleading. 

We  first  delved  into  Chapin's 
collection  of  nonprofits  in  an 
article  published  last  year 
(FORBES,  Dec.  11).  Since  then 
more  details  of  Chapin's 
finances  have  fallen  into  our  i 
hands.  They  don't  paint  a 
pretty  picture. 

The  draft  2006  financial 
statement  (it  hasn't  been 
finalized  or  released) 
disclosed  that  just  $1 
million  of  the  $26  million 
spent  last  year  by  the  Coalition  was  direct  cash 
aid  to  injured  vets,  with  maybe  $5  million  more  spent  on  things 
like  job-hunting  seminars  and  public  awareness.  Nearly  all  the  other 
$20  million  spent  represented  the  purported  value  of  1.5  million 
calling  cards  given  to  uninjured  soldiers  serving  in  the  Middle  East. 
These  cards  allowed  the  soldiers  to  check  sports  scores  back  home 
but  couldn't  be  used  to  call,  say,  family.  The  cards  were  donated  by 
EZ  Scores,  of  Silver  Spring,  Md 

As  for  high  efficiencies:  They  turn  out  to  be  illusory,  a 
function  of  the  fact  that  Chapin  controls  multiple  nonprofits.  The 
Coalition  is  based  in  Ossining,  N.Y.  Then  there  is  Help 
Hospitalized  Veterans  in  Winchester,  Calif.,  with  $71  million  of 
revenue  last  year.  Its  stated  mission  is  giving  craft  kits  to  wounded 
soldiers,  but  only  9%  of  its  expenditures  went  directly  to  that 
purpose;  half  was  eaten  up  in  direct-mail  costs,  some  not  classified 


as  fundraising.  A  third  Chapin  outfit  is  Help  Wounded  Heroes,  an 
advocacy  group  in  Washington,  D.C.  A  fourth  entity,  Salute 
America's  Heroes,  is  just  a  name  used  by  Help  Hospitalized 
Veterans  when  it  sends  out  mail  to  benefit  the  Coalition. 

The  various  causes  are  intertwined  in  their  fundraising 
efforts,  with  money  solicited  by  one  sometimes  deposited  into 
the  bank  account  of  another.  Chapin  says  there's  nothing  amiss 
here:  He  was  merely  transitioning  donors  from  the  older  Help 
Hospitalized  Veterans  to  the  newer  Coalition.  Whatever  the 
moniker  on  the  envelope,  the  appeals  to  the  public  to  chip  in  for 
soldiers  take  place  on  a  grand  scale — by  one  count,  37  million 
envelopes  since  2004  sent  out  by  HHV  under  the  Salute  Americas 
Heroes  banner  for  the  Coalition.  The  campaign  was  orchestrated 
by  firms  associated  with  political  operative  and  longtime  Chapin 
buddy  Richard  Viguerie. 

In  2006  HHV  ran  up  $7  million  in  costs  sending  1 1  million  pieces 
of  Salute  America's  Heroes  junk  mail. 
HHV  funneled  $4  million  of  net 
proceeds  from  the  mail  campaign  to  the 
Coalition.  Meanwhile,  those  sports 
cards  did  double  duty  in  fattening 
the  top  lines  of  Chapin's  charities  (and 
thus  making  the  overhead  costs  look 
less  outrageous).  The  cards  were 
counted  as  a  donation  to  HHV,  then 
sent  to  the  Coalition  and  counted  as  a 
donation  there,  too. 

Credit  that  cards  donation  just 
once,  to  HHV,  move  the  full  junk  mail 
revenue  and  costs  to  the  Coalition, 
and  the  Coalition's  fundraising  effi- 
ciency will  have  dropped  from  97%  to 
a  decidedly  unappealing  50%. 
(above  lefty  Beside  Viguerie,  who  feeds  off  the 

Coalition's  last  cash  contributions?  Chapin  got 
annual  report  $426,000  in  total  compensation  from 
coven  for  sale.  HHV  last  year.  He  doesn't  draw  a 
salary  from  the  Coalition,  but  earlier  this  year  he  was  paid 
$360,000  for  what  he  called  his  unreimbursed  expenses  dating 
back  to  the  Coalition's  2004  founding.  Submitted  paperwork 
viewed  by  FORBES  included  thousands  of  dollars  for  airplane 
tickets  for  his  wife,  Elizabeth — last  year  a  $1 14,000-a-year 
employee  of  HHV  but  never  of  the  Coalition — gasoline  and  meals 
around  their  San  Diego  home,  and  accident  repairs  to  a  vehicle 
not  owned  by  the  Coalition.  Chapin  says  the  Coalition's  board 
okayed  his  wife's  travel  and  that  the  meals  might  have  been  for 
entertainment.  He  says  he  can't  explain  the  car  costs. 

The  Chapins  got  another  fringe  benefit:  housing.  In  mid- 
2006  HHV  quietly  spent  $445,000 — barely  mentioned  in  public 
charity  filings — to  buy  a  condo  near  Washington,  D.C.  suburb 
Falls  Church,  Va.  HHV  minutes  say  it  would  be  used  "primarily" 
by  Chapin  during  trips  to  D.C.  to  "pursue"  HHV's  mission. 
Online  directories  list  three  phone  numbers  at  the  pad.  They  are 
all  in  the  name  of  Elizabeth  Chapin.  —William  P.  Barrett 
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On  My  Mind 


By  Patricia  J.  Williams,  professor,  Columbia  Law  School 


Private  Parts 


Are  young  people  too  eager  to  give  up  their  civil  liberties? 


NOT  LONG  AGO  I  FOUND  MYSELF  SIT- 
ting  around  the  jury  pool  with  a  group 
of  fellow  New  Yorkers.  It  was  an  odd 
little  gaggle — odder  still  because  I  was 
about  the  only  one  over  30.  This  being 
the  Big  Apple,  we  were  all  registered 
Democrats,  all  self-described  "lefties," 
and  yet,  I  felt  a  strange  generation  gap 
when  it  came  to  the  matter  of  civil  liber- 
ties, particularly  those  having  to  do 
with  privacy  and  unreasonable  searches 
and  seizures. 

I  wasn't  entirely  prepared  for  this. 
After  all,  a  recent  poll,  conducted  by  the 
New  York  Times,  CBS  and  MTV,  purports 
to  show  that  liberal  ideas  are  gaining 
among  young  people.  The  poll  asked 
questions  about  the  economy,  education, 
the  war  in  Iraq  and  health  insurance.  But 
it  didn't  ask  about  the  kinds  of  freedoms 
embodied  in  the  Bill  of  Rights. 

My  jury  experience,  while 
admittedly  anecdotal,  confirmed 
a  growing  sense  I've  gotten  from 
a  career  on  college  campuses:  that 
young  people  seem  less  worried 
about  the  deeper  implications  of 

the  First  Amendment  right  of  the  citizenry  to  express  dissent 
about  the  actions  of  government  than  they  are  about  the  free 
speech  rights  of  drunken  fraternity  brothers  to  shout  epithets. 
They  seem  a  great  deal  more  invested  in  Ann  Coulter's  claims 
that  she  is  being  "censored"  than  the  possibility  that  intelli- 
gence agencies  are  snooping  on  their  computer  files  and  Face- 
book  accounts. 

I  shouldn't  be  surprised,  I  suppose.  As  I  was  informed  by  my 
young  juror  friends,  this  is  a  generation  shaped  by  school 
massacres  and  the  World  Trade  Center  attack  "New  citizens  should 
remain  under  surveillance  for  several  years  after  they  receive  citi- 
zenship," insisted  one  of  the  jurors.  "People  have  no  right  to  argue 
against  an  important  law  like  the  USA  Patriot  Act,"  commented  an- 
other. "Art  should  not  be  used  for  political  messages,"  declared  a 
third.  These  young  adults  came  of  age  in  a  culture  of  unannounced 
locker  searches,  of  undercover  police  officers  posing  as  students  in 
their  classrooms,  of  metal  detectors  at  the  schoolhouse  door,  of 
routine  bag  searches  and  requirements  like  see-through  backpacks. 


This  is  a  generation  shaped 
by  school  massacres  and  the 




Fear  has  shaped  much  of  their  civic 
sensibility.  They  espoused  propositions 
that  struck  my  lawyerly  ear  as  quite 
extreme:  They  argued  that  defendants 
must  "understand"  the  beneficence  of 
overzealous  or  altogether  unsubstanti- 
ated prosecutions.  "The  police  know 
more  than  we  do,"  they  repeated  with 
alarming  confidence.  According  to  a 
Pew  Research  Center  poll,  59%  of 
those  over  40  but  only  49%  of  those 
between  18  and  25  believe  the  govern- 
ment exercises  too  much  control  over 
daily  life. 

Popular  culture  doesn't  help.  Young 
adults  have  watched  more  television 
than  any  previous  humans,  leaving  lit- 
tle time  to  read.  Indeed,  lawyers  have 
begun  to  study  what's  called  the  "CSi 
effect":  the  tendency  of  juries  to  expect, 
even  insist  upon,  forensic  evi- 
dence like  DNA  or  blood  analyses, 
rather  than  witness  testimony, 
before  making  up  their  minds. 

Similarly,  torture  is  a  more 
debatable  proposition.  The  im- 
pact of  one  program,  24,  has  been 
so  disturbing  that  recently  the  dean  of  the  U.S.  Military  Acad- 
emy at  West  Point  traveled  to  Hollywood  to  meet  with  produc- 
ers at  the  Fox  network  to  chide  them  for  depicting 
illegal  activity:  "The  kids  see  it  and  say,  'If  torture  is  wrong, 
what  about  24V  They  should  do  a  show  where  torture 
backfires." 

Another  radical  social  shift  of  the  last  decade  can  be  found 
in  a  quick  browse  through  MySpace,  Facebook  and  YouTube, 
where  there  is  a  cyberspace  riot  of  free  expression's  newest 
legatees  documenting  themselves  in  what  I  would  view  as  pri- 
vate, compromised  or  just  plain  corrupted  positions.  And 
with  phone  numbers,  no  less!  I  marvel  at  how  much  individ- 
ual privacy  these  up-and-coming  citizens  are  willing  to  forgo, 
while  hardly  blinking  at  unparalleled  levels  of  government 
secrecy.  And  I  do  wonder  if  this  is  just  carelessness  about 
personal  boundaries  or  a  perfect  mirror  of  the  firmly  incul- 
cated surveillances  by  which  their  entire  lives  have  been 
constrained.  F 
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WE'VE  KNOWN  FROM 
THE  MOMENT  OF  CREATION  THAT 
LL  RECORDS  MUST  COME  TO  AN  END. 

JT'S  HOW  THEY  MEET  THEIR  j 
UN-CREATION  THAT  CONCERNS  US  J 


1 


During  rare  moments  of  deep 
introspection,  individuals  may 
realize  certain  activities  carry  risk 
that  endangers  the  living  record 
they  represent.  For  business 
records,  such  risk  is  unacceptable. 
Oce  Business  Services  regards 
records  management  as  central 
to  governance  of  the  document 
lifecycle.  Business  records  can 
determine  whether  an  enterprise 
prospers  financially,  protects  its 
intellectual  property,  or  risks 
noncompliance  and  litigation. 
Our  seasoned  team  of  accredited 
professionals,  supported  by 
advanced  technology,  applies 
best  practices  to  managing 
records  from  their  creation  to 
distribution,  retrieval,  archiving 
and  on  to  flawless  un-creation. 
The  peace  of  mind  we  bring  is 
notable.  You  might  want  to  think 
of  us  as  "risk  management" 
Keep  an  eye  on  Oce.  For  a  free 
white  paper  on  effective 
records  management, 
visit  www.obs-innovation.com 
or  call  1-888-390-1513. 


oce 


Oce  Business  Services 

ADVANCING 
DOCUMENT  PROCESS  MANAGEMENT 
TO  A  HIGHER  LEVEL 


Follow-Through 


SEPTEMBER  4,  2006 

Robot  Race 

The  focus  of  last  year's  FORBES  E-gang 
issue  (see  p.  80  for  this  year's  group)  was 
robots,  smart  machines  that  are  learning 
to  fight  wars,  clean  house,  even  drive  cars. 
Herewith,  an  update  on  these  technologi- 
cal wonders. 


Cyborg  Waiting  List 

After  our  piece  last  year  about  a  mecha- 
nized suit  that  boosts  the  strength  and 
endurance  of  its  wearer  to  superhuman 
levels,  Japanese  inventor  Yoshiyuki  Sankai 
was  flooded  with  calls  from  would-be 
purchasers.  By  reading  electrical  pulses  in 
nerves  going  to  the  muscles,  the  suit, 
called  Hybrid  Assisted  Limb,  or  HAL, 
offers  the  potential  to  restore  movement 
to  stroke  victims  and  paraplegics.  Alas, 
you'll  have  to  wait  until  at  least  next  June 


to  buy  the  suit.  Having  raised  $15  million 
for  his  company,  Cyberdyne,  Sankai  is 
constructing  a  20,000-square-foot  re- 
search and  production  center  near'Tokyo 
and  is  planning  to  expand  to  40  engineers 
from  25.  He  needs  to  make  the  robotic 


My  robot,  myself:  Yoshiyuki  Sankai  and  HAL 


suit  lighter  and  able  to  pass  rigorous  test- 
ing by  medical  inspectors.  Sankai  is  look- 
ing for  30  patients  with  various  disabilities 
to  test  new  prototypes.  He  plans  to  open  a 
European  office  in  October  to  begin  certi- 
fication proceedings  there. 

—Tim  Kelly 

Robo-Lego 

Revenue  from  its  robot  tool  sets,  called 
Mindstorms,  continues  to  boost  the  for- 
tunes of  Lego,  the  struggling  Danish  com- 
pany. The  sets  include  a  microprocessor, 
sensors,  motors  and  plastic  Lego  building 
pieces  to  build  robots.  Since  2006,  when 
Lego  introduced  Mindstorms,  sales  have 
jumped  11%,  to  $1.5  billion.  Soren  Lund, 
who  oversees  the  robot  kits,  says  the  com- 
pany's newest  product,  Mindstorms  NXT, 
is  exceeding  expectations,  selling  more 
than  250,000  of  the  $250  sets  since  last 
September.  NXT  is  Lego's  bestselling  prod- 
uct. Customers  continue  to  come  up  with 
their  own  variations,  including  a  Mind- 
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The  latest  Lego:  Soren  Lund  and  friend. 

storms  that  can  play  Nintendo's  Wii  game 
console.  — Quentin  Hardy 


Robocar 

Stanley,  the  robotic,  remotely  operated 
Volkswagen  we  featured  a  year  ago,  is 


heading  into  retirement  as  part  of  the  col- 
lection at  the  Smithsonian  Institution.  Its 
inventor,  Stanford  computer  science  prof 
Sebastian  Thrun,  is  devoting  his  energy  to 
Junior,  Stanleys  successor.  Junior,  also  a 
VW,  will  compete  in  the  Nov.  3  Grand 
Challenge  race,  organized  by  the  Defense 
Advanced  Research  Projects  Agency,  in 
which  cars  navigate  autonomously  through 
city  streets  and  light  traffic.  Next  year 
Thrun  is  taking  a  year's  sabbatical  from 
robocars  to  work  with  the  map  team  trying 
to  perfect  the  street  view  function  at 
Google.  — Elizabeth  Corcoran 

Roomba  to  Grow 

Despite  steady  sales  growth  of  its  popular 
Roomba  vacuum  cleaner  and  Packbot 
military  device,  Irobot,  of  Burlington, 
Mass.  racked  up  $10  million  in  losses  in 
the  first  half  of  2007,  twice  the  shortfall 
recorded  in  the  same  period  last  year.  The 
company,  founded  in  1990  by  then  grad 
students  at  the  Massachusetts  institute  of 


Technology  Colin  Angle  and  Helen 
Greiner  and  their  professor,  Rodney 
Brooks,  claims  it  will  become  profitable  by 
year-end  That  could  be  a  triumph  of  hope 
over  experience:  The  company  has  lost 
$30  million  over  the  last  17  years. 

— David  Whelan 

Pet  Project 

It's  taken  longer  than  planned  to  produce 
a  dinosaur  robot  toy  that  meets  the  exact- 
ing specifications  of  Caleb  Chung,  inven- 
tor of  the  massively  successful  Furby  and 
other  mechanized  toys.  Called  Pleo,  the 
toy  acts  like  a  live  pet,  blinking  its  eyes, 
stretching  and  wagging  its  tail  in  response 
to  having  its  head  patted.  Produced  by 
Ugobe,  in  Emeryville,  Calif.,  Pleo  needed 
just  the  right  skin,  motor  control  systems 
and  sensors  that  respond  reliably  to  envi- 
ronmental cues.  Ugobe  is  finally  taking 
orders,  a  year  behind  schedule.  The  first 
few  hundred  Pleos  should  reach  con- 
sumers by  October.  — E.C. 


Outfront 

MARKETS 


Get  Off  the  Ledge 

Unless  you're  in  a  highly  leveraged  hedge  fund  or  running  an  investment  bank, 
you  have  no  reason  to  despair  the  turmoil  on  Wall  Street. 

By  Neil  Weinberg 


MORTGAGE  LENDERS  ARE 
dropping  like  flies.  Hedge 
funds  are  blowing  up. 
Central  banks  are  inject- 
ing money  into  financial 
markets  to  prevent  a  meltdown.  Little  won- 
der that  many  investors  are  fighting  the 
urge  to  panic. 

Take  a  deep  breath  instead.  No  ques- 
tion, the  mortgage  market  is  in  for  a 
rough  ride.  Defaults  are  already  spreading 
from  the  subprime  sector  to  the  broader 
market.  And  one  index  that  tracks  the 
likelihood  of  future  defaults  indicates 
things  are  going  to  get  a  lot  worse  as 


lenders  squeeze  and  housing  prices  fall. 

But  look  beyond  the  narrow  mortgage 
market,  and  the  gunslingers  who  leveraged 
up  to  buy  junky  paper,  and  things  don't 
look  so  bad.  Think  the  construction  indus- 
try is  crumbling?  While  June  housing  starts 
tumbled  19%  from  a  year  earlier,  nonresi- 
dential construction  grew  at  a  14%  annual 
clip.  Overall,  private  construction  spending 
is  likely  to  fall  slightly  for  the  year  as  the 
industry  loses  about  150,000  jobs.  That  is 
0.1%  of  U.S.  nonfarm  employment. 

"There's  a  lot  more  of  a  cushion  in  the 
construction  employment  market  than 
most  people  realize,"  says  Kenneth 


Simonson,  chief  economist  for  the  trade 
group  Associated  General  Contractors  of 
America. 

It  might  even  be  time  for  the  intrepid, 
and  the  patient,  to  consider  buying — 
downtrodden  home  builders  and  investment 
banks,  for  example.  Taking  the  plunge 
means  ignoring  the  headlines  and  focusing 
instead  on,  say,  the  tech-stock  crash  seven 
years  ago.  Calling  the  bottom  was  a  fool's 
mission.  But  even  so,  many  of  those  who 
bought  into  the  rout  made  a  killing. 

Since  its  October  2002  nadir  the  Nasdaq 
index  has  gained  120%.  Hewlett-Packard 
shares  have  quadrupled  Cisco's  have  tripled 


Equity  values  arc  reasonable  ...  

Stocks  are  neither  a  screaming  buy  nor  particularly  expensive  by  historical 
standards.  But  compared  with  their  tech-market  peak,  they're  a  steal. 
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Source:  Standard  &  Poor's. 





or  even  cheap 


Sectors  hit  by  housing  woes  are  cheap 
by  historical  standards. 


Price-to-book  ratios 
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Source:  FactSet  Aggregates  via  FactSet  Research 
Systems. 
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In  a  return  to  normalcy,  investors  are 
again  demanding  a  premium  on  junk. 


RllllflAFC  Rlllifi  On 

 .  

A  boom  in  commercial  projects  has 
kept  builders  building. 


But  trouble  may  be  brewing  as  defaults 
rise  on  even  high-quality  mortgages. 
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Sources.  Bloomberg  Financial  Markets; 
Federal  Reserve  Statistical  Release. 
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Source:  University  Financial  Associates  Mortgage 
Report,  Summer  2007. 


SEPTEMBER  3,  2007      FORBES  41 


§3  Out  front 





With  plenty  of  money  sloshing 
around,  luxury  sales  keep  on  truckin' 


Porsche  91 1  unit  sales  in  North  America 
(thousands) 


'01     '02    '03    '04    '05    '06  '07' 

'Through  July  31.  Source:  Motorlntelligence. 

If  anything,  there's  an  even  more  com- 
pelling reason  to  think  housing-related 
stocks  will  snap  back  fundamentals.  At  a 


time  when  home  builders  are  trading  at  the 
lowest  price-to-book  ratios  in  years,  long- 
term  housing  demographics  are  great.  Im- 
migration is  running  near  record  levels. 
Americans  are  getting  ever  wealthier.  The 
baby  boom  is  entering  its  peak  second-home- 
buying  years.  And  hundreds  of  thousands 
of  postwar  houses  need  to  be  replaced. 

Add  it  up,  and  the  demand  for  new 
houses  over  the  next  decade  is  likely  to  run 
considerably  ahead  of  where  it  did  in  the 
past  one. 

Nor  is  the  stock  market  overvalued  to 
anything  like  the  extent  it  was  during  the 
tech  bubble.  The  S&P  500s  price/earnings 
ratio  is  a  fraction  of  its  200 1  peak  value.  Junk 
bond  prices  are  still  a  bit  rich — that  is  to  say, 
yields  on  the  bonds  are  still  low  relative  to 
Treasury  yields.  But  the  yield  premiums  are 
fatter  than  they  were  two  months  ago.  Its 


more  likely  at  this  point  that  junk  bond 
prices  will  ease  down  than  that  they  will  go 
into  a  tailspin. 

Is  a  recession  under  way  or  even 
imminent?  You  wouldn't  know  that  from 
the  4.6%  unemployment  rate  (average 
over  the  past  decade:  4.9%)  or  from  the 
record  revenues  being  reported  by  art 
auction  houses.  Somebody's  finding  the 
money  to  buy  expensive  cars,  too. 

If  investors  have  reason  to  worry,  it  is 
because  they  don't  know  if,  and  how, 
troubles  in  the  U.S.  mortgage  market 
might  trigger  far  greater  problems 
through  the  magic  of  derivatives  and 
transnational  money  flows.  Then  again, 
whenever  the  stock  market  climbs,  it's  up 
a  wall  of  worry.  F 

Additional  reporting  by  Susan  Kitchens. 
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So  Long,  Warren 

Mutual  funds  that  have  been  longtime 
Berkshire  Hathaway  investors  are  decamping. 

By  Richard  Phalon 


WARREN  BUFFETT  DRAWS  AS 
many  gee-whiz  headlines  as  ever 
these  days.  But  the  Berkshire 
Hathaway  mystique  may  be  wearing  thin 
among  longtime  devotees  who  know  the 
company  best — several  solid  mutual  funds 
that  have  held  its  stock  for  ages. 

One  is  the  sterling 
Sequoia  Fund,  bound  in  a 
tight  relationship  with  Buffett 
for  four  decades.  Since  the 
start  of  2005  Sequoia  has 
unloaded  $650  million  of 
Berkshire  shares,  shrinking 
their  weight  in  Sequoia's 
portfolio  from  35%  to  26%. 

Wallace  Weitz  shares  a 
hometown  with  Buffett  and 
runs  Weitz  Value  and  Weitz 
Partners  Value  funds.  He  has 
had  a  long-standing  appetite 
for  the  Wizard  of  Omaha's 


stock,  which  had  been  making  up  7.6%  of 
his  two  funds.  Weitz  lightened  up  on  the  stock 
last  fall.  The  reduction  in  the  holding,  to  7.4% 
of  assets  for  Value  and  7.2%  for  Partners 
Value,  is  small,  yet  it's  equivalent  to  a  devout 
Muslim  deciding  to  skip  some  of  the  required 
daily  prayers.  Weitz  says  he  still  loves  Berk- 


Sequoia  Fund  pared  its  Berkshire  stake,  citing  Warren  Buffett's 


shire  but  trimmed  it  to  buy  other  holdings. 

Another  Buffett  acolyte,  Christopher 
Davis  and  his  Davis  Advisors,  has  exited  from 
Berkshire  entirely  in  Davis  Financial  Fund. 
It  recently  reported  selling  $49  million  worth 
of  Berkshire  A  shares  for  a  $20  million  profit 
Three  other  Davis- run  funds  have  thus  far 
maintained  their  levels  of  Berkshire  stock. 

Sequoia  did  not  get  around  to  alerting 
its  investors  until  earlier  this  year  that  it  has 
been  easing  out  of  Berkshire  lately.  The  stated 
reasons  for  reducing  its  Berkshire  load  were 
its  desire  for  better  diversification  and 
Buffett's  age. 

Buffett,  77  on  Aug.  30,  has  assured  share- 
holders that  a  change  in  management  (he  has 
not  publicly  named  a  succes- 
sor yet)  and  a  possible  shift  in 
control  to  the  Bill  &  Melinda 
Gates  Foundation  (he's  donat- 
ing most  of  his  shares  to  it)  will 
have  no  impact  on  Berkshire's 
fortunes. 

The  extraordinary  rise  in 
Berkshire's  share  price  during 
Buffett's  tenure  (2,533-fold  so 
far)  is  not  necessarily  over,  yet 
it  seems  to  be  tapering  off. 
Over  the  past  five  years  the 
share  price  growth  has  lagged 
age.  behind  the  S&P  500s.  F 
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LOOKING  EAST 


Chrysler's  new  boss, 
Robert  Nardelli  (inset), 
hopes  to  use  China's 
Chery  Automobile  to 
build  small  cars. 


Ready  to  Buy  a  Chinese  Car? 

Chrysler,  with  a  new  owner  and  a  new  boss,  is  placing  a  big  bet  on  a  fledgling 

Chinese  automaker  |  By  Joann  Muller 


THE  CHERY  Al  IS  A  CUTE  LITTLE 
car.  It's  a  four-door  hatchback, 
with  a  1.3-liter  engine,  dual 
air  bags  and  antilock  brakes. 
The  two-tone  interior,  with 
air-conditioning,  power  windows  and  a 
CD  player,  is  surprisingly  appealing  for  a 
car  that  sells  for  just  over  $7,000  in  China. 

It  may  not  quite  live  up  to  American 
standards.  The  engine  needs  refinement, 
and  some  parts  don't  fit  as  well  as  they 
should — not  to  mention  concerns  about 
the  safety  of  anything  made  in  China 
these  days.  But  it's  just  the  type  of  low- 
cost  small  car  Chrysler  needs  if  it  hopes 
to  grow  both  here  and  overseas. 
Divorced  in  August  from  Germany's 
DaimlerChrysler,  it  has  a  new  owner, 
Cerberus  Capital  Management,  and  a 
new  chief  executive,  former  Home 
Depot  boss  Robert  L.  Nardelli. 


The  automaker's  future  hinges  less  on 
a  change  in  ownership  than  on  a  change 
in  strategy.  Right  now  Chrysler  is  a 
regional  player,  with  all  but  8%  of  its 
$62  billion  in  sales  coming  from  North 
America,  compared  with  General  Motors, 
which  gets  half  its  sales  from  overseas. 
And  Chrysler  is  overly  dependent  on  gas- 
guzzling  trucks:  68%  of  its  U.S.  sales  are 
pickups,  minivans  and  SUVs,  compared 
with  60%  at  GM.  Yet  Chrysler,  which  lost 
$2  billion  in  the  first  quarter,  can't  afford 
the  $1  billion  or  more  it  would  take  to 
develop  a  new  generation  of  minicars. 
Nor  does  it  have  the  small,  efficient 
engines  it  would  need  to  power  them. 
Chrysler's  smallest  offering  now  is  the 
Illinois-built  Dodge  Caliber.  Considered 
a  subcompact  in  the  U.S.,  it  is  still  too 
long  (174  inches)  and  wide  (69  inches) 
for  many  foreign  markets. 


Chrysler's  small-car  solution,  instead, 
lies  with  Chery  Automobile,  a  Chinese 
carmaker  with  bold  ambitions  of  its  own. 
Chery  has  been  building  cars  for  just 
eight  years  but  is  already  China's  fourth- 
largest  auto  manufacturer,  with  sales  of 
300,000  vehicles  in  50  countries  last  year, 
and  plans  to  sell  1  million  cars  a  year 
by  2010. 

Enticed  by  that  growth,  Chrysler 
President  Thomas  LaSorda — the  architect 
of  Chrysler's  turnaround  strategy  before 
the  arrival  of  Cerberus  and  Nardelli- 
signed  a  deal  with  the  fledgling  company 
in  July.  Starting  next  year  Chery  will  build 
up  to  100,000  vehicles,  similar  to  the  Al, 
that  will  be  sold  under  the  Dodge  brand 
in  emerging  markets.  By  2009  Chrysler 
and  Chery  plan  to  co-develop  another 
small  car,  perhaps  the  Dodge  Hornet, 
which  would  be  good  enough  for  the 
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U.S.  market.  The  Hornet  would  be  the 
first  Chinese-made  car  sold  by  a  big 
automaker  in  the  U.S.  "It  allows  us  some 
speed  to  market  and  to  position  Chrysler 
where  we  might  have  a  product  void," 
Nardelli  said  on  Aug.  6,  his  first  day  on 
the  job. 

This  may  not  be  the  best  time  to  be 
talking  about  importing  anything  from 
China,  given  the  recent  safety  problems 
of  toys,  dog  food  and  toothpaste.  Indeed, 
a  Chery  sedan  failed  badly  in  a  recent 
independent  crash  test  in  Russia.  That 
car  won't  be  sold  in  the  U.S.,  but  the  test 
didn't  help  Chery's  reputation.  Chrysler 
says  it  will  work  closely  with  Chery  to 
make  sure  the  cars  it  sells  meet  all  safety 
and  emissions  laws.  "If  we  put  our  brand 
on  stuff,  sometimes  you  only  get  one 
chance,"  LaSorda  admits.  "And  if  it's  not 
right,  you  pay  the  consequences." 

Chrysler  must  also  worry  about  its 
engineering  know-how  walking  out  the 
door.  As  with  most  Chinese  manufactur- 
ers that  learned  the  business  by  tearing 
down  cars  and  reengineering  the  parts, 
Chery  has  run  into  a  few  skirmishes 
over  intellectual  property  rights. 
In  2003  its  QQ  minicar  debuted 
six  months  before  a  nearly 
identical  car  built  by  General 
Motors    in    Korea,  the 
Chevrolet  Spark.  GM  sued 
Chery  in  China,  accusing 
the  company  of  copying  its 
design.  GM  lost. 

"Chrysler  took  a  silver  plate  and  gave 
it  to  them,"  says  Erkut  Uludag,  a  partner 
in  the  Detroit  office  of  Roland  Berger 
Strategy  Consultants,  referring  to  the 
latest  deal.  By  collaborating  with  an  estab- 
lished American  carmaker,  says  Uludag, 
Chery  will  quickly  learn  lessons  that 
otherwise  would  have  taken  years,  like 
how  to  nurture  a  brand  in  the  U.S.  or 
build  a  dealer  network.  Chery  officials 
don't  hide  their  desire  to  sell  cars  under 
their  own  brand  in  North  America.  "The 
U.S.  and  Europe  are  the  toughest  markets 
in  the  world.  It's  where  you  validate  your- 
selves," says  Lin  Zhang,  general  manager 
of  Chery's  international  division. 

LaSorda  responds  that  Chinese 
automakers  are  coming  to  the  U.S.  sooner 
or  later  anyway,  moving  even  faster  than 


the  Japanese  and  Koreans.  Many  cars  sold 
in  America  already  have  a  substantial  num- 
ber of  Chinese  components,  including 
engines.  And  General  Motors'  next  Buick 
will  be  co-developed  with  Chinese  engi- 
neers. It's  only  a  matter  of  time  before 
Buicks  are  exported  from  China  as  well. 

Chery  rose  up  in  Wuhu,  an  industrial 
city  of  about  700,000  in  China's  impover- 
ished and  mountainous  Anhui  province, 
a  five-hour  drive  from  Shanghai.  In  the 
late  1990s  provincial  leaders  decided  to 
quietly  form  an  auto  company  in  Wuhu, 
even  though  the  Chinese  government  had 
issued  restrictions  that  limited  automak- 
ing  to  a  handful  of  joint  ventures  between 
foreign  automakers  and  state-owned 
Chinese  partners.  They  recruited  Anhui 
native  Yin  Tongyao,  an  executive  at  Volks- 
wagen's Chinese  joint  venture,  to  launch 
the  operation,  using  tools  purchased  from 


Dodge  Hornet 
concept:  America's 
first  Chinese  car? 


"If  we  put  our 
brand  on  stuff, 
sometimes  you 
only  get  one 
chance/' 


the  outdated  factories  of  established 
manufacturers. 

Chrysler  started  doing  business  with 
Chery  four  years  ago,  when  it  was  build- 
ing just  90,000  cars  per  year.  Back  then 
Chery  bought  engines  from  Chrysler's 


Brazilian  operations.  Today  Chery  makes 
its  own  engines — 20  different  ones,  rang- 
ing from  a  tiny  0.8-liter  up  to  a  6-cylinder 
now  undergoing  testing — with  the  help 
of  AVL,  an  Austrian  engineering  firm. 

Chery  sprang  to  prominence  recently 
amid  a  well-publicized  plan  by  entrepre- 
neur Malcolm  Bricklin  to  export  250,000 
Chery-built  luxury  cars  to  the  United 
States.  Chery  eventually  dumped  Brick- 
lin in  favor  of  Chrysler,  and  even  Bricklin 
admits  it  was  a  logical  decision.  "Chery 
realized  they  were  not  capable  of  doing 
what  I  wanted  to  do,"  he  says. 

By  the  end  of  August  Chery  will  cele- 
brate making  its  one  millionth  car.  Its 
complex  is  more  vertically  integrated 
than  most  US.  factories — stamping 
body  panels  and  building  engines  and 
transmissions,  along  with  cars,  all  on  one 
site.  This  year  it  will  produce  400,000  cars 
in  two  shifts. 

Yet  its  plants  aren't  especially  up 
to  date.  While  the  paint  shop  is  as 
modern  as  any  U.S.  factory's,  work- 
ers wearing  respirators  (but  no  eye 
protection)  still  use  small  paint- 
brushes, rather  than  automated 
tools,  to  slather  sealant  on  critical 
weld  spots. 
Managers  tout  the  Chery 
Production  System,  or  CPS,  which  is 
modeled  after  the  vaunted  Toyota 
Production  System,  but  the  factory  lacks 
the  clockwork  efficiency  of  a  Toyota 
plant.  Chery's  vehicle  assembly  line  runs 
at  a  rather  slow  pace,  churning  out  one 
car  every  120  seconds  compared  with 
half  that  at  the  best  North  American 
plants.  As  in  most  auto  factories,  the 
majority  of  final  assembly  is  done  by 
manual  labor,  but  even  here,  Chery's 
operations  seem  less  efficient.  Workers 
scamper  over  the  car's  frame — and  each 
other — to  attach  seats,  instrument  pan- 
els and  wiring  harnesses.  Even  supplies 
are  handled  inefficiently,  with  rows  and 
rows  of  auto  parts  stacked  up  along  the 
assembly  line,  awaiting  installation. 

Chery  might  be  ready  to  take  on  the 
world  in  five  to  ten  years.  By  then  Cerberus 
might  just  be  looking  for  a  buyer  for 
Chrysler.  F 

Additional  reporting  by  Vara  Warner. 
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Backseat  Driver 


riJerry  Flint 


CRASH  COURSE 


THE  NEWS  FROM  CHRYSLER  MIGHT  INDICATE  THAT 
the  new  owner,  Cerberus  Capital  Management,  does 
not  seem  to  know  what  it  is  doing.  First,  we  hear  that 
Thomas  LaSorda  will  stay  in  place  as  chief  executive. 
And  then  the  shocker  that  Robert 
Nardelli  is  Chryslers  new  chief  executive  officer. 

It  is  a  shame  that  the  new  boss  at  Chrysler, 
formerly  the  chief  executive  at  Home  Depot 
and  prior  to  that  an  executive  at  General  Elec- 
tric, is  not  a  seasoned  auto  industry  veteran. 
Yes,  Ford  Motor  went  to  an  outsider,  Alan 
Mulally,  a  Boeing  executive,  but  Ford's  situa- 
tion is  different.  Ford's  management  was 
dysfunctional,  and  that  is  why  the  company 
brought  in  a  total  outsider  to  restructure  the 
company.  It  is  also  too  early  to  tell  whether 
Ford's  strategy  will  work. 

Chrysler  did  need  a  new  chief  executive. 
Tom  LaSorda  is  quite  personable  and  a  crack 
manufacturing  man,  and  maybe  management 
in  Germany  played  a  big  role  in  Chrysler's 
bad  product,  manufacturing  and  marketing 
decisions.  But  Chrysler  made  too  many 
mistakes  during  LaSorda's  watch,  and  he  has 
to  take  responsibility.  Yet  he  remains  president. 

The  biggest  blunder  was  early  last  year 
when  sales  began  falling  but  Chrysler  kept 
building  vehicles — without  orders  from  deal- 
ers. A  disastrous  course.  The  company  then 
tried  to  stuff  the  unwanted  vehicles  down 
dealers'  throats. 

This  drove  a  wedge  between  the  company 
and  those  it  depends  on  to  sell  its  cars.  The 
inventory  glut  was  so  bad  that  Chrysler  had  to 
give  huge  rebates  and  other  incentives,  the 
highest  givebacks  in  the  industry,  to  clear 
the  lots. 

New  models  are  the  lifeblood  of  the  auto 


Should  he  be  staying? 
Chrysler  President  Tom  LaSorda. 


industry,  and  Chrysler's  old  management  fell  short  in  this  area. 
The  company  that  produced  such  exciting  designs  as  the  FT 
Cruiser  and  the  Chrysler  300  seems  to  have  lost  its  touch.  It's 
apparently  even  killing  off  the  PT  Cruiser,  one  of  Chrysler's 
most  innovative  designs  and  a  sales  success. 

Engineering  is  another  area  where  Chrysler  has  disap- 
pointed. Its  new  four-cylinder  motor,  created  in  partnership 
with  Mitsubishi  and  Hyundai,  is  unexceptional. 

The  one  great  success  is  the  new  Jeep  Wrangler,  particularly 
the  first-ever  four-door  version.  Dealers  cannot  keep  these 
vehicles  in  stock.  I  personally  think  the  new  Chrysler  convert- 
ible is  a  winner,  too,  but  these  are  the  few  bright 
spots  in  a  mediocre  batch  of  cars  and  trucks. 

The  best  advice  I  can  give  Nardelli  is  to  stay  in 
close  touch  with  his  friend  Roger  Penske.  Penske 
runs  a  huge  car  dealer  group,  and  few  people  have 
better  knowledge  of  the  business  or  know  how  to  win.  Take 
notes  and  hire  the  people  Penske  suggests. 

Another  important  suggestion:  Go  easy  on  the  cost-cutting. 
The  company  is  already  at  bare  bones.  Killing  products  and 

shutting  factories  will 
not  revive  this  com- 
pany, either.  Do  not 
worry  too  much  about 
the  negotiations  with 
the  United  Auto 
Workers.  Try  for  the 
best  deal  possible,  but 
know  that  General 
Motors  must  carry 
the  ball  in  relations 
with  the  union. 

A  car  company 
needs  good  cars  and 
trucks,  and  someone 
to  sell  them.  Chrysler 
has  powerful  and 
valuable  franchises, 
such  as  Jeep  and 
Dodge  trucks.  The 
people  at  Cerberus 
Capital  Management 
know  that  Chrysler 
has  the  potential  to  be 
worth  a  heck  of  a  lol 
more  than  they  paid 
for  it. 

Can  Chrysler  come 
back  again?  Sure.  Let's 
hope  Bob  Nardelli  is  a 
fast  learner. 


I  Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile  industry 
since  1958.  Visit  his  home  page  atwww.forbes.com/flint. 
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ell  recommends 
indows  Vista 
jsiness 


We  believe:  in 
small  business 


We  believe: 


You  should  be  able  to 
share  data  uith  confidence, 


Outfront 


Original  Sins 

Politicians  have  long  imposed  sin 
taxes  on  tobacco,  alcohol  and 
gambling.  Now,  in  their  never-ending 
quest  for  revenue,  they  are  redefining 
what  constitutes  a  sin.  The  sinners 
are  not  taking  this  lying 
...     down.  Virginia  officials 
^J^-     are  facing  a  popular 
^  revolt  and 

lawsuits 
challenging 
steep  fees 
they 
imposed 
this  year 
on  residents 
convicted  of 
traffic  crimes. 
Here  are  some  newly 
taxed  vices.  — Janet  Novack 

"ABUSIVE"  DRIVING  Virginia 
Surcharges  of  $750  to  $3,000  on  excessive 
speeding  and  other  driving  offenses.  Raises 
$65  million  a  year  for  road  maintenance. 

GOING  TO  A  STRIP  JOINT  Texas 
Admission  tax  of  $5  at  joints  with  nude  or 
seminude  entertainers  (including  women 
showing  nipples).  Raises  $53  million  a  year. 

HIRING  ILLEGAL  ALIENS  Georgia 
No  business-expense  deduction  allowed  for 
wages  of  new  undocumented  workers  on 
state  income  tax  returns,  beginning  in  2008. 

HAVING  CHILDREN  U.S. 

If  you  claim  too  many  dependents  you  could 

get  hit  with  the  AMT  penalty  tax. 

CARRYING  PESTS  Hawaii 
Tax  on  arriving  marine  shipping  containers 
of  $1  per  20  feet  to  fund  invasive-species 
control  programs. 

WARMING  THE  PLANET  Boulder,  Colo. 
Climate  Action  Plan  Tax  on  electric  bills 
to  fund  local  environmental  programs. 
Wind  power  is  exempt. 

OWNING  A  PIT  BULL  North  Chicago.  III. 
License  fee  of  $500  a  year  for  certain  bull 
terrier  breeds. 


PAYBACK  TIME 


Bully  Police 


You  can  slink  away  when  your  boss  screams 
at  you.  Or,  if  certain  state  legislators  have  their  way, 
you  can  sue  |  By  Daniel  Fisher 


■  T'S  A  FINE  AMERICAN  TRADITION 
I  for  a  boss  to  scream  at  a  subordi- 
I  nate,  everyone  from  Mr.  Dithers  to 
Leona  "Queen  of  Mean"  Helmsley  to 
Linda  Wachner,  who  reportedly  told 
slacker  salesmen  (she  denies  this), 
"You're  eunuchs!  How  can  your  wives 
stand  you!" 

It's  also  a  fine  American  tradition  to 
sue.  New  Jersey  and  at  least  12  other 
states  are  mulling  antibullying  laws  that  in 
some  cases  would  allow  workers  to  sue 
their  bosses  for  "threatening,  intimidat- 
ing or  humiliating"  behavior,  "repeated 
infliction  of  verbal  abuse"  and  even  "gra- 
tuitous sabotage  ...  of  a  person's  work 
performance."  (How  that  would  apply  to 
magazine  editors  is  unclear.) 

Under  existing  laws  U.S.  courts  gen- 
erally reject  lawsuits  against  supervisors, 
unless  they're  accused  of  discriminating 
on  the  basis  of  age,  race  or  sex.  But  if 
you  harass  all  your  employees — if  you 
are  what  lawyers  call  "the  equal-oppor- 
tunity asshole" — you're  scot-free.  "Yeah, 
he  harasses  women  and  Hispanics,  but 


he  harasses  everybody,"  explains  Min- 
neapolis lawyer  Marko  Mrkonich. 

Defining  what  is  abusive  will 
undoubtedly  take  some  doing.  James 
Abrams,  a  Denver,  Colo,  lawyer,  cites  the 
manager  who  plied  his  workers  with 
beer  each  Friday  and  then  goaded  them 
into  fighting  each  other  in  a  back  room. 
Without  an  antibullying  law,  Abrams 
says,  an  employee  who  was  injured  in  a 
fight  had  to  file  a  workmen's  compensa- 
tion claim. 

But  what  about  the  library  director 
in  Pueblo,  Colo,  who  had  the  gall  tc 
hand  out  copies  of  Winning,  the  man- 
agement guide  by  hard-charging  former 
GE  chief  Jack  Welch?  Something  called 
the  Workplace  Bullying  Institute  in 
Bellingham,  Wash,  thinks  this  was  out- 
rageous behavior.  Given  Welch's  reputa- 
tion for  fostering  "destructive  competi- 
tion among  employees,"  its  Web  site  says 
the  manager  was  clearly  trying  tc 
"encourage  bullying  at  the  library."  So: 
yes,  sue  that  bastard  library  director  for 
handing  out  books. 
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CITYCENTEK 

LAS  VEGAS 


Make  The  Strip  your  next  acquisition. 

Introducing  Vdara  at  CityCenter™.  On  The  Strip.  Adjacent 
to  Bellagio.  Offering  unparalleled  service  and  amenities  in  a 
stylish  non-gaming  environment.  Own  yours  today. 

And  own  your  piece  of  The  Strip. 

Limited  first  phase  units  just  released. 


Vdara 


CONDO  HOTEL 

Studio,  suite  and  penthouse  floor  plans. 

From  $600,000. 

Now  accepting  appointments  at  our 
Residential  Sales  Pavilion 
1-866-726-7171  •citycenter.com 


An  MGM  MIRAGE®  development. 


Outfront 

MONEY  FROM  HEAVEN 


Think  you  have  estate  problems?  Take 
a  look  at  the  fighting  over  slain  rapper 
Tupac  Shakur  and  other  hip-hoppers. 

By  Zack  O'Malley  Greenburg 

THE  WORDS  "RAPPER"  AND  "ESTATE  PLANNING"  DON'T 
usually  go  together  in  the  same  sentence.  Maybe  they  should, 
given  the  travails  of  some  deceased  hip-hoppers.  Eleven  years 
since  he  was  killed  in  an  as  yet  unsolved  drive-by  shooting  on  the 
Las  Vegas  Strip,  gangsta  rapper  Tupac  Shakur  still  can't  rest  in  peace. 
Shakur,  25  at  the  time  of  his  murder,  left  no  will.  A  fierce  battle 
broke  out  between  his  mother,  Afeni  Shakur,  and  Marion  "Suge" 
Knight,  the  founder  of  now  defunct  Death  Row  Records  (which 
included  rap  icons  such  as  Dr.  Dre  and  Snoop  Dogg).  At  stake: 
Shakurs  catalog  of  six  studio  albums  and  153  unpublished  songs, 
worth  an  estimated  $60  million.  The  pair  settled  in  1997,  agree- 
ing that  Knight  would  keep  the  rights  to  records  recorded  under 
Death  Row,  while  Afeni  Shakur  retained  the  unreleased  tracks. 

But  Knight  tried  to  exploit  a  lucrative  loophole  that  would  allow 
him  to  buy  an  album's  worth  of  Tupac's  unpublished  tracks  for  a 
measly  $100,000  during  a  two-month  window  that  expires  at  the 
end  of  August.  Their  estimated  worth:  as  much  as  $10  million.  In 
July  an  attorney  for  Death  Row  petitioned  a  Los  Angeles  bankruptcy 
court  to  lend  it  the  $100,000  from  Knight's  liquidated  assets  to  buy 
the  tracks.  Knight  had  filed  for  bankruptcy  in  2006  claiming  $137 
million  in  debts. 


Hip-Hop  Cash  Kings 

Who  Earned  the  Most  Last  Year? 


1 .  Shawn  Carter 
a.k.a.  JAY-Z 

$34  mil 

The  Def  Jam  president 
quit  retirement  with  his 
monster  comeback  al- 


2.  Curtis  Jackson 
a.k.a.  50  CENT 

$32  mil 

His  G-Unit  empire 
includes  videogames, 
appare!,  ringtones, 
bum,  "Kingdom  Come."  I  sneakers,  even  fiction. 


3.  Sean  Combs 
a.k.a.  DIDDY 

<28  mil 

»y  fflw^JP  ■■■■■ 

His  Bad  Boy  portfolio 
includes  a  record  label, 
TV  franchises,  clothing 
and  cologne  lines. 


Forbes  Find  More  Online  I  visit  www.forbes.com/hiphop. 


When  there's  V 
will,  there's  a  way:' 
Tupac  Shakur.  \ 


Afeni  Shakur  filed  an  injunction  to  halt  the  purchase,  alleging 
that  Knight  and  his  Death  Row  cronies  hid  some  of  Shakurs  un 
released  material  from  the  estate.  The  parties  are  now  discussing 
a  revised  deal.  "Rappers  live  in  the  moment,"  sighs  Afeni  Shakurs 
attorney  Donald  David.  "But  one  of  the  bad  things  about  living  in 
the  moment  is  you  don't  do  your  paperwork" 

Heirs  of  Brooklyn  rapper 
Russell  "Of  Dirty  Bastard"  Jones, 
cofounder  of  Wu-Tang  Clan,  are 
still  tussling  over  his  estate  three 
years  after  the  troubled  rhyme- 
master  died  of  a  drug  overdose. 
Jones  left  behind  an  unreleased 
album,  $3 1 2,000  in  debts  and  at 
least  seven  children  by  five 
women.  Will?  What  will?  Eric 
"Eazy-E"  Wright,  cofounder  ol 
the  seminal  rap  group  N.W.A., 
topped  that  by  having  nine  kids 
by  seven  women,  the  last  ol 
whom  he  married  days  before 
he  died  of  AIDS  in  1995.  She  got 
the  estate  and  a  welter  of  lawsuit 
from  heirs  and  business  associ- 
ates followed.  The  dispute  was 
later  settled.  Note  to  Jay-Z,  firsl 
on  our  adjoining  list  of  top-earn- 
ing rappers:  Write  a  good  wilL  F 


4.  Timothy  Mosley 
a.k.a.  TIMBALAND 

$21  mil 

Hitmaker  penned 
winners  for  Justin  Tim- 
berlake,  Nelly  Furtado 
and,  recently,  Madonna. 


5.  Andre  Young 
a.k.a.  DR.  DRE 

$20  mil 

Hip-hop's  most 
influential  producer 
launched  the  careers  of 
Eminem  and  50  Cent. 
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edefined  for  business  by  Kyocera 


When  you  were  a  child,  color  made  you  more  creative  and  a  better  communicator. 
Today,  Kyocera  printers  and  MFPs  can  do  the  same  thing.  From  desktop  printers  to 
high  volume  MFPs,  our  full  line  of  products  is  designed  with  one  thing  in  mind:  to  help 
____  '  produce  compelling  documents,  reliably  and  affordably.  In  addition,  Kyocera  offers 
ware  solutions  that  help  maximize  your  hardware  investment, 
erience  the  wonder  of  Kyocera  business  color.  Learn  more:  www.kyoceramita.com. 


People  Friendly 


The  New  Value  Frontier 

:S  KyocERa 


KYOCERA  MITA  CORPORATION  KYOCERA  MITA  AMERICA,  INC.  ©2007  Kyocera  Mita  Corporation.  "People  Friendly/ "  The  New  Value  Frontier,"  the  Kyocera  "smile  'and  the  Kyocera  logo  are  trademarks  of  Kyocera. 


MONEY  MAN 


&lnvesting 


NOW  IN  THIS  SUMMER  OF 
market  discontent,  Robert 
Olstein  is  out  to  find  trou- 
bled companies  that  show 
potential  for  turning  around. 
And  the  perennial  gadfly  has  plenty  of 
ideas  to  help  them,  if  only  they  would 
listen.  Will  they?  It  appears  that  plenty  of 
problem-plagued  outfits  have  paid  heed  to 
his  vociferously  expressed  nostrums  in  the 
past  (although  many  are  loath  to  admit  it). 

This  guy  is  an  accounting  sleuth, 
someone  who  makes  his  living  delving 
through  footnotes  in  financial  statements 
and  unearthing  hidden  weaknesses,  or 
strengths.  Known  for  a  fiery  personality 
that  matches  his  shock  of  graying 
reddish-brown  hair,  Olstein,  66,  makes  his 
opinions  very  clear  in  TV  appearances  and 
in  person.  He  is  eager  to  call  various  Wall 
Street  pundits  morons,  lunatics  or  stupid. 

Olstein,  who  once  had  a  newsletter 
called  the  Quality  of  Earnings  Report,  puts 
little  stock  in  reported  net  income.  Earn- 
ings are  too  easily  manipulated,  he  warns. 
And  he  sticks  to  financial  reports  in  lieu  of 
interviewing  management:  "Why  talk  to 
the  ministers  of  propaganda  when  I  can 
get  the  truth  from  their  financials?" 

If  You  Ask  Me  ^ 


Dog  Days 

Robert  Olstein  has  plenty  of  advice  for 
turning  around  flea-ridden  underperformers. 
Companies  won't  admit  it,  but  many  end 
up  doing  what  he  says  By  Elizabeth  MacDonald 


Now  a  money  manager  in  Purchase, 
N.Y.,  the  former  analyst  runs  mutual 
funds  that  focus  on  finding  companies 
whose  stocks  are  at  least  at  a  30%  discount 
to  their  "intrinsic  value" — what  he  calcu- 
lates companies  would  be  worth  to  an 
acquirer.  He  eyeballs  a  host  of  metrics, 
looking  for  strong  free  cash  flows  (cash 
from  operations  minus  capital  expendi- 
tures) and  how  surplus  cash  is  used — and 
the  possibility  of  cleaning  up  their  balance 
sheets.  Based  on  what  the  numbers  tell 


him,  Olstein  then  looks  for  how  they 
deploy  capital,  which  often  calls  for  him  to 
make  operational  judgments.  Thus,  he 
urges  limping  Home  Depot,  whose  stock 
he  owns,  to  halt  store  expansion  and  con- 
centrate on  what  it  already  has. 

The  record  at  his  flagship  Olstein  All 
Cap  Value  fund  (assets:  $1.8  billion) 
suggests  he's  onto  something.  Since  its  1995 
founding  the  fund  has  scored  an  annual  total 
return  of  15.7%,  versus  10.2%  for  the  S&F 
500  through  June  30.  You  might  think  twice 


Olstein  has  prescriptions  for  several  woebegone  companies.  Given  his  track  record,  he  may  even  be  right. 

1  COMPANY 

PRICE 

52-WEEK 
RECENT  HIGH 

THE  PROBLEM 

P/E     Olstein's  Fix 

|  BOSTON  SCIENTIFIC 

$13.43  $18.69 

81       GUIDANT  AND  STENT  WOES  BRING  DEBT  BURDEN,  SALES  SLUMP,  BLOATED  COSTS. 
Sell  noncore  assets,  rein  in  cost  and  use  money  to  pare  debt. 

j  CARTER'S  INC. 

21.10  30.18 

NM      BENEFITS  OF  OSHKOSH  ACQUISITION  HAVE  YET  TO  MATERIALIZE. 
Revamp  OshKosh  line,  cut  prices  and  broaden  distribution. 

|  DENNY'S 

3.93  5.60 

1 2      TOO  MUCH  DEBT  HAS  HURT  RESTAURANT  CHAIN'S  EARNING  POWER. 

Sell  company-owned  stores  to  franchisees  to  pay  down  debt. 

GAP 

16.44  21.39 

1 9      STORE  OVEREXPANSION,  POOR  DISTRIBUTION,  LOUSY  FASHION  SENSE. 
Halt  new  store  openings,  shed  existing  ones  to  become  more  nimble. 

HEWITT  ASSOCIATES 

29.85  32.59 

NM      MONEYLOSING  PERSONNEL  OUTSOURCING  UNIT. 

Shrink  personnel  business  and  raise  its  prices. 

HOME  DEPOT 

36.19  42.01 

1 4      SPENT  TOO  MUCH  TO  OPEN  TOO  MANY  STORES,  HARMING  QUALITY. 

No  more  new  stores.  Focus  capital  on  existing  big-box  hardware  outlets. 

Prices  as  of  Aug.  3.  NM:  Nor  meaningful.  Sources:  Olstein  Funds;  Reuters  Fundamentals  via  FactSet  Research  Systems. 
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about  about  buying  All  Cap  Value  in  light 
of  its  stiff  expenses,  2.2%  of  assets  yearly.  Buy 
its  stocks  instead. 

Olstein  loves  to  fire  off  indignant  let- 
ters to  executives  and  directors  of  errant 
companies  in  hopes  they  will  follow  his 
wisdom.  One  case  where  this  worked  was 
RadioShack,  which  he  bought  into  in 
2005,  attracted  by  the  electronics  chains 
well-known  brand  and  its  big  domestic 


coverage,  with  4,470  company-operated 
stores.  Still,  he  was  incensed  that  it 
cluttered  shelves  with  low-margin  prod- 
ucts like  radio-controlled  toys  and  TV 
antennas.  Offerings  in  MP3  players  and 
flat-screen  TVs  were  meager. 

Making  matters  worse,  RadioShacks 
chief  executive,  David  Edmondson,  was 
forced  to  resign  for  lying  about  his  aca- 
demic record.  Olstein,  who  had  invested 


The  fierce  Olstein  doesn't  shrink 
from  calling  Wall  Street  pundits 
morons  and  lunatics. 

before  this  fracas  appeared, 
blasted  RadioShacks  board  in  a 
letter  for  initially  supporting 
Edmondson.  "The  board,  as 
constituted,  is  no  longer  an 
effective  steward  of  sharehold- 
ers' interests,"  he  wrote.  He 
took  the  company  to  task  for 
sins  ranging  from  declining 
margins  to  frittering  away  its 
great  geographic  distribution. 

The  company  finally  listened, 
and  its  directors  then  talked 
with  him  several  times.  A  new 
chief  executive,  retail  veteran 
Julian  Day,  proceeded  to  imple- 
ment many  of  Olstein's  sugges- 
tions, and  the  stock  moved  up. 
Since  Day's  July  2006  arrival  the 
company  has  returned  to  the 
black  and  amassed  an  enviable 
cash  kitty.  The  turnaround  is  still 
a  work  in  progress,  with  second- 
quarter  sales  a  letdown,  which 
sent  the  stock  skidding  again. 
Nonetheless,  RadioShack  shares 
are  still  higher  than  when  Day 
started,  and  Olstein  recently 
sold  two-thirds  of  his  stake  for 
a  47%  return. 

Some  of  the  newer  compa- 
nies on  Olstein's  makeover 
list:  Boston  Scientific,  which 
has  taken  a  beating  over  its 
acquisition  of  Guidant,  the 
cardiac  device  maker,  and  is 
now  under  regulatory  scrutiny 
for  product  recalls  for  its  pacemakers  and 
defibrillators.  Guidant  has  recalled  or 
issued  warnings  for  88,000  heart  defibrilla- 
tors— including  its  leading  seller,  the  Con- 
tak  Renewal  3— and  200,000  pacemakers. 
Boston  Scientific  also  has  problems  with 
defective  stents.  And  it  just  took  a  $360 
million  aftertax  charge  to  partly  back  out 
of  another  acquisition. 

Meanwhile,  Boston  Scientific's  balance 
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ESC  +  Traction  Control)  > 

(6  airbags)  >< 
(ABS  +  EBD)  = 
The  smartest  safety 
package  in  its  class 


The  all-new  7-passenger  Hyundai  Veracruz.  Is  there  such  a  thing  as  safe  math?  Because  the  Veracruz  offers 
top-notch  standard  safety  ensemble  combining  Electronic  Stability  Control,  Traction  Control,  six  airbags,  Electron 
Brake-force  Distribution,  ABS,  and  active  front  head  restraints,  just  for  starters.  Consider,  too,  that  the  Veracn 
gives  you  roomy  interior  comfort  with  a  third-row  seat,  XM  Satellite  Radio,*  and  America's  Best  Warranty;*  all  startir 
at  s26,995.***  It  figures  to  be  one  amazing  deal.  Or  is  that  one  very  smart  deal?  Learn  more  at  HyundaiUSA.co 


Safety  belts  should  ah/rays  be  wc 
in  the  48  contiguous  United  Stat 
include  freight;  exclude  taxes,  titl 


I  Satellite  Radio  requires  XM  subscription ;  add  separately  after  first  three  trial  months.  See  your  dealer  for  details.  All  fees  and  programming  subject  to  change.  XM  service  available* 
007  XM  Satellite  Radio  Inc.  All  rights  reserved.  "Hyundai  Advantage?'  See  dealer  for  LIMITED  WARRANTY  details.  Limited  model  shown,  S32.995.  *"MSRP  fa  GLS  model.  MSl 
se,  and  options.  Dealer  price  may  vary.  Hyundai  and  Hyundai  model  names  are  registered  trademarks  of  Hyundai  Motor  America.  All  rights  reserved.  ©  2007  Hyundai  Motor  Ama 
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All-new  Veracruz 


Mnneyfttnvestmg  

sheet  has  suffered.  Thanks  to  the 
Guidant  buyout,  long-term  debt 
quadrupled  from  2005  to  $8.3  billion. 
From  $3.4  billion,  at  the  end  of  2005, 
retained  earnings  (the  cumulative  total 
of  earnings  less  dividends)  have 
shrunk  to  $33  million. 

But  half  of  Boston  Scientific's  busi- 
ness has  steady  growth  products,  such 
as  feeding  tubes  and  catheters  for 
endoscopic  surgery.  The  market  for 
coronary  stents  is  also  stabilizing.  The 
next  step,  Olstein  says,  should  be  to  sell 
some  divisions  and  use  the  money  to 
lop  debt.  The  company  has  considered 
selling  part  of  its  endosurgery  unit  to 
the  public,  although  it  seems  to  have 
backed  away  from  the  idea  lately. 

Similarly,  Olstein  has  hopes  for 
clothing  retailer  Gap,  another  iconic 
name,  which  owns  Banana  Republic 
and  Old  Navy  stores,  with  3,000  loca- 
tions worldwide.  Its  stock  has  lagged  in 
recent  years  on  the  heels  of  earnings 
disappointments  stemming  from 
product  fashion  misses,  overexpansion 
and  willy-nilly  markdowns. 

Still,  Olstein  agitated  for  Gap  to 
hire  a  well-regarded  chief  exec  with 
financial  and  merchandising  experi- 
ence. The  company  just  hired  Glenn 
Murphy,  former  head  of  a  Canadian 
drugstore  chain.  The  biggest  change 
Olstein  wants  to  see  is  for  Gap  to  halt 
new  store  openings  and  close  under- 
performers.  That  should  allow  it  to 
bring  fashion  ideas  quickly  to  market. 

There's  a  lot  of  value  waiting  to  be 
unlocked  at  Gap,  Olstein  says.  Gap  has 
good  brands,  high  insider  ownership 
and  $3  per  share  in  net  cash.  If  a  private 
equity  group  acquired  the  retailer, 
he  says,  fixing  it  would  be  easier — 
adopting  his  remedies,  of  course.  Then 
Gap  could  be  sold  back  to  the  public 
at  a  nice  markup. 

As  for  Hewitt  Associates,  the  con- 
sulting and  outsourcing  firm,  Olstein 
calls  for  a  reduction  in  its  loser  person- 
nel department  outsourcing  arm.  He 
calculates  this  line  of  business  penal- 
izes annual  earnings  per  share  by  75 
cents.  The  last  four  quarters  totaled 
$1.30  EPS.  Still,  he's  encouraged  that  it 
is  a  solid  free-cash-flow  generator.  F 


STRATEGIES 


Electrifying 

To  Eaton  Vance's  Judith  Saryan,  utilities' 

high  dividends  bode  well  for  their 
stocks'  future,  even  though  the  sector  has 

run  up  a  lot  By  Robert  Lenzner 


Saryan  correctly  predicted  that  electrical  rates  were  about  to  climb. 


MONEY  MANAGER  JUDITH 
Saryan  used  to  be  bored  by 
electric  power.  She  covered  the 
sector  as  an  analyst  and  then  chucked  it 
in  the  mid-1990s  to  focus  on  telecom. 
The  best  that  could  be  said  about  electric 
utilities,  she  thought,  was  that  they  paid 
nice  dividends.  Ho-hum. 

As  she  saw  things  back  then,  electric 
companies  were  hidebound  dependents 
of  state  regulatory  commissions,  which 
decreed  how  much  they  could  charge 
and  how  they  should  do  business.  Then 
came  deregulation. 

A  series  of  congressional  and  regula- 
tory moves  in  the  1990s  allowed  utilities 
to  split  off  their  generating  plants  from 
their  distribution  business.  That  meant 
new  private  companies  could  buy  power 
plants  from  utilities,  then  sell  the  juice 
back  to  the  utilities.  It  also  meant  that  util- 
ities could  set  up  their  own  unregulated 
subsidiaries  to  own  power  plants.  State 
regulators  had  less  sway  over  the  new  enti- 
ties than  they  did  over  the  distribution 


companies.  The  new  entities  were  free  to 
peddle  power  to  the  highest  bidder. 

So  Saryan,  who  had  been  working  at 
State  Street  Global  Advisors,  decamped  in 
1999  to  run  Eaton  Vance  Utilities,  albeit 
with  some  lingering  misgivings  about  the 
area.  "I  went  against  my  gut,"  she  recalls, 
yet  she  figured  that  a  long  snubbed  stock 
group  where  big  reforms  were  under  way 
meant  an  opportunity.  She  was  betting 
that  electricity  prices  were  about  to  climb, 
and  her  bet  panned  out. 

The  fans  of  deregulation,  in  Congress 
and  in  several  state  capitals,  promised  that 
increased  competition  would  lead  to 
lower  rates  for  consumers.  Sorry.  Higher 
energy  prices  in  recent  years  and  higher 
electricity  demand  scotched  that  dream. 
The  upside  for  investors:  The  higher  rates 
have  done  a  swell  job  jazzing  up  the  prof- 
its of  a  once  sleepy  business. 

Increased  power  needs  from  larger 
homes — 48%  bigger  than  they  were  three 
decades  ago — and  more  household  elec- 
tronic gadgetry  has  spurred  usage  growth 
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BY  PETER  ASMUS 


The  term  "sustainable  development"  has  been  around 
for  decades.  In  fact,  the  United  Nations'  Brundtland 
Commission  defined  this  approach  some  30  years  ago  as 
"development  that  meets  the  needs  of  the  present  without 
compromising  the  ability  of  future  generations  to  meet 
their  own  needs." 

Applying  this  lofty  principle  to  actual  day-to-day 
workplace  activities  takes  time.  New  and  innovative 
business  systems  have  evolved  to  the  point  today 
where  corporations  can  shrink  their  environmental  foot- 
prints while  still  bolstering  their  bottom  lines.  The  per- 
ceived trade-off  between  economy  and  environment  is 
old  thinking.  As  forward-looking  businesses  ponder  new 
opportunities  in  today's  global  economy,  more  and  more 
are  linking  profits  to  progress  on  issues  such  as  address- 
ing global  climate  change,  reducing  poverty  and  resolv- 
ing natural  resource  constraints. 

Business  is  well-equipped  to  take  on  this  role  because 
business  is  expert  at  implementing  efficient  solutions  to 
problems.  Whether  these  problems  are  linked  to  supply 
chain  standards,  motivating  employees  or  wringing  excess 
costs  and  liabilities  from  facility  and  product  portfolios, 
corporations  are  problem-solvers. 

There  really  is  no  choice  for  the  modern  21st  century 
corporation  but  to  make  sound  economic  decisions  that 
factor  in  the  concept  of  sustainability.  In  order  for  a  com- 
pany to  survive  and  thrive  in  today's  increasingly  compet- 
itive global  economy,  the  practice  of  sustainable  develop- 
ment has  to  be  taken  seriously.  Those  firms  already  on  the 
cutting  edge  of  technology  and  transformation  of  their 
business  and  product  lines  are  poised  to  prosper  as  they 
simultaneously  seek  to  become  mode!  corporate  citizens. 


ADVERTISEMENT  2 


The  number  and  variety  of  companies  on  a  quest 
to  do  well  financially  while  doing  good  deeds 
may  have  reached  a  tipping  point.  It  is  now  safe 
to  say  that  sustainable  development  is  essential 
to  the  long-term  success  of  virtually  any  firm  in 
any  market  sector.  But  subscribing  to  this  buzz 
phrase  is  not  enough  to  guarantee  success.  Only  strategic 
innovation  will  put  the  future  of  the  firm  —  and  the  future 
of  the  planet  —  into  good  hands. 


Reducing  Petroleum  Consumption 

One  of  the  top  goals  of  sustainable  development  is  figuring 
out  ways  to  reduce  petroleum  consumption.  Along  with 
climate  change  concerns,  energy  consumption  carries 
immense  economic  consequences.  Today's  high  oil  prices 
not  only  increase  the  cost  of  driving,  they  also  raise  the  cost 
of  the  plastics  that  have  become  ubiquitous  in  modern 
civilization.  Most  plastics  used  in  the  bottles  we  recycle, 
clothes  we  wear  and  packaging  we  use  are  composed 
primarily  of  petrochemicals. 

The  Ricoh  Group  is  pioneering  new  products  and 
services  that  displace  petroleum,  shrink  carbon  emissions 
and  help  reduce  our  collective  eco- 
logical footprint.  "Manufacturers 
are  responsible  for  selecting  materi- 
als used  in  their  products,"  states 
Tadakatsu  Harada,  an  R&D  engi- 
neer with  Ricoh's  Core  Technology 
Research  Center.  "I  think  we  must 
take  the  initiative  in  using  new  envi- 
ronmentally friendly  materials,  thus 
contributing  to  improving  society." 
This  was  no  small  task,  since  Ricoh 
discovered  that  roughly  half  of  the 
company's  environmental  impact 
was  linked  to  the  raw  materials 
embedded  in  its  products. 

One  of  Ricoh's  most  startling 
success  stories  is  the  commercial- 
ization of  plant-based  resins  in 
copier  parts  derived  from  corn. 
Harada  and  his  colleagues  spent 
three  years  of  their  lives  perfecting 
this  plant-based  plastic  to  ensure  it 
was  sturdy  enough  and  could  be 
fire  resistant  before  bringing  the 
product  to  market  in  2005  with  the 
release  of  Ricoh's  digital  multi- 
functional copiers.  Consider  the  following  statistics.  Once 
10%  of  Japan's  total  plastics  market  is  displaced  by  plant- 
based  resins,  the  reduction  of  carbon  dioxide  emissions  — 
a  key  contributor  to  global  climate  change  —  will  total 
more  than  700,000  tons  annually. 


Ricoh  is  also  in  the  process  of  commercializing  a  nev 
kind  of  toner  featuring  a  plant-based  resin  that  cuts  the  pen 
centage  of  petroleum  components  in  typical  toner  in  halj 
"We  are  aiming  to  establish  a  mass  production  systen 
within  two  years  to  achieve  cost  reductions  and  to  put  thi 
plant-based  toner  into  practical  application,"  says  Akihin 
Kotsugai,  R&D  engineer  with  Ricoh's  Functional  Material 
Development  Center.  Replacing  the  world's  toner  inventon 
with  the  plant-based  resin  would  reduce  carbon  dioxidl 
emissions  by  approximately  120,000  tons  per  year. 

Ricoh  hopes  the  introduction  of  this  plant-based  resi) 
spurs  cross-industry  collaboration  and  competition,  speed 
ing  up  the  product  development  process  while  also  reduc 
ing  costs  to  consumers. 

Ricoh  is  also  designing  a  growing  list  of  new  product 
consistent  with  the  company's  Year  2050  Extra- Long-Tern 
Environmental  Vision.  The  firm  has  chosen  to  focus  on  thi 
following  areas: 

•  Energy  conservation 

•  Resource  conservation  and  recycling 

•  Pollution  prevention 

•  Paper  reduction 


Ricoh:  Focused  Areas  for  Environmental  Technologies 


Environmental  impact 
reduction  in  materials 


Reduction  in  resource  input 


Energy  conservation 
through  products 


Energy  conservation 
through  production 


Environmental  amenity 


Alternative  paper/ 
reduction  in  paper  use 


Reduction  in  size/weight  of 
products  and  a  longer 
product  lite  cycle 


Electricity  reduction  in 
products  while  in  use 


Development  of  an  energy- 
conservation  recording  process 


Development  of  energy  devices 


Highly  efficient 
production  process 


Emission-free 


Development  of 
rewritable  media 


While  Ricoh  has  made  great  progress  in  developing  nev 
plastics  to  become  a  more  sustainable  operation,  othe 
companies  providing  copy  and  printing  products  —  sue 
as  Canon  —  have  sought  to  reduce  environmental  impac 
through  efficiency  and  other  equally  innovative  advances 


When  your  offices  around  the  globe  are  working 
in  syne,  the  sun  will  never  set  on  your  ideas. 


With  unparalleled  local  support,  our  seamless  global  network  can  help  your  offices 
around  the  world  think  and  work  as  one.  Orchestrate  and  synchronize  with  custom 
document  solutions  from  Ricoh's  global  network  of  local  sales  channels  located  in 
business  hubs  around  the  world.  To  find  out  more  about  our  full  range  of  products  and 
services  visit  ricoh.com/thinkasone.  Create,  share  and  think  as  one. 


RICOH 
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The  Environment 
Kyosei:  Working  Together  for  the  Common  Good 

In  order  to  integrate  a  comprehensive  sustainable  develop- 
ment approach  throughout  the  company,  Canon  introduced 
the  corporate  philosophy  of  kyosei  in  1988.  This  concept 
can  be  summed  up  as  follows:  Living  and  working  together 
for  the  common  good.  Canon's  goal  is  to  achieve  corporate 
growth  and  development  while  contributing  to  the  prosper- 
ity of  the  world  and  the  happiness  of  humankind. 

In  1993,  Canon  also  put  into  place  the  Canon  Group 
Environmental  Charter,  which  guides  the  company  to  maxi- 
mize resource  efficiency  through  environmental  assurance 
and  economic  activities  that  factor  in  the  life-cycle  impact  of 
all  its  products.  Then,  in  2003,  the  firm  moved  toward  imple- 
menting concrete  steps  to  fulfill  its  corporate  vision  by  focus- 
ing on  doubling  its  resource  efficiency  by  2010.  The  firm  has 
developed  a  unique  methodology  to  measure  its  progress  on 
sustainable  development.  Consolidated  net  sales  are  divided 
by  the  total  air  emissions  contributing  to  climate  change 
released  during  the  life  cycle  of  all  its  products.  The  goal  of 
Canon  is  to  double  this  basic  measure  of  "environmental 
efficiency"  when  compared  with  2000  as  the  baseline  year. 

What  are  some  of  the  impacts  of  these  corporate  policies 
on  Canon's  product  portfolio?  Here  are  a  few  success  stories: 
Smaller,  lighter  products:  In  2006,  Canon  achieved  a  cor- 
porate goal  of  reducing  product  weight  among  its  major 
products  by  more  than  30%  from  its  year  2000  models. 
Furthermore,  Canon  is  addressing  weight  and  size  reduc- 
tion for  all  of  its  products,  greatly  reducing  the  amount  of 
resources  required  to  manufacture  products  that  still  per- 
form up  to  the  firm's  high  standards  of  service  and  quality. 
AIRSHELL  packaging  for  toner  cartridges:  Conventional 
molded  pulp  cushioning  is  bulky  and  inefficient.  Relying 
upon  smaller  packages  filled  with  air,  with  minimal  spac- 
ing between  cartridges  and  outer  protective  materials, 
improves  shipping  efficiency  and  reduces  CO2  emissions 
by  23%  to  49%  during  transport. 

Advanced  Energy-Saving  Technologies:  With  conventional 
roller-fixing  systems,  the  roller  remains  hot,  even  in  stand- 


Canon 

Corporate  Philosophy 

Kyosei 

Living  and  working  together 
for  the  common  good 

Corporate  Goals 

Establish  a  Truly  Global  Corporation 

Transcend  borders  to  actively  fulfill  our 
social  responsibility  to  all  humankind, 
in  every  region  of  the  world 

Accept  Responsibility  of  Being  a  Pioneer 

Create  products  without  rival  in  quality  and 

service,  and  which  contribute  to  the 
improvement  of  societies  around  the  world 

Ensure  the  Happiness  of 
All  in  the  Canon  Group 

Contribute  to  continuing  prosperity 
by  building  an  ideal  firm 


by  mode,  to  shorten  wake-up  time.  Canon's  on-demar 
Surface  Rapid  Fixing  and  Induction  Heating  Fixing  tecl 
nologies  can  achieve  the  compatibility  with  energy  savin 
and  quick  wake-up  for  user  convenience.  With  th)( 
approach,  energy  consumption  is  slashed  by  approximate 
70%  to  75%  for  services  such  as  on-demand  fixing  an 
induction  heating. 

Cartridge  Recycling:  Beginning  in  1990,  Canon  launched 
global  cartridge  collection  program  for  recycling  and  rear 
ery  that  is  free  of  charge  to  customers.  It  currently  operat< 
in  more  than  20  countries.  To  date,  approximately  170,00 
tons  of  toner  cartridges  have  been  diverted  from  landfill 
This  program  has  reduced  CCb  emissions  by  approx 
mately  270,000  tons. 

Canon,  with  a  view  to  creating  an  environmentally  su 
tainable  society,  believes  that  it  is  essential  to  promo 
environmentally  conscious  management  aiming  to  ma» 
mize  resource  efficiency,  and  the  entire  Canon  Group 
accelerating  environmental  assurance  activities  in  order  I 
reduce  its  environmental  burden. 

Moving  Toward  a  Sustainable  Future 

Sustainable  development  can  take  many  forms.  Though  tf  ttl 
concept  once  seemed  vague  and  perhaps  too  idealistic,  it 
fair  to  say  that  any  corporation  thinking  about  the  futui 
of  the  economy  and  the  environment  is  now  deliverir 
innovative  products  and  services  that  serve  society  well.  1 
the  future,  it  will  be  the  businesses  solving  problems  an 
seeking  fresh  opportunities  that  will  drive  technology  an 
creativity  to  new  heights  in  the  search  for  answers  to  soit 
of  the  world's  most  urgent  problems.  Innovation  will  con 
pel  corporations  to  be  agents  of  change  and  in  the  proce: 
help  push  us  all  in  the  direction  of  sustainability. 


Web  Directory 

Canon  canon.com/environment 
Ricoh  www.ricoh.com/environment 


Sustainability  is  our  standard  for  measuring  CO2  reduction. 


The  Blue  Hole  in  the  Belize  Barrier  Reef,  a  World  Heritage  in  the  western  Caribbean  Sea 


)ne  Canon  energy-saving  technology  has  reduced  CO2  emissions  by  nearly  7  million  tons, 
he  amount  assimilated  by  the  seas  surrounding  the  earth's  coral  reefs  each  year* 


xtending  for  nearly  185  miles,  the  Belize  Barrier  Reef  is  home  to  one  of  the  most  diverse 
cosystems  on  earth.  At  Canon,  we  believe  corporations  have  a  responsibility  to  undertake 
ustainable  practices  that  help  preserve  such  World  Natural  Heritages.  In  1998,  we  embarked 
n  a  program  to  reduce  CO2  emissions  throughout  the  lifecycle  of  our  products, 
or  example,  we  developed  energy-saving  on-demand  fixing  technology  for  our  office 
quipment  and  home  printers.  Over  8  years,  the  reduction  in  CO2  emissions  attributable 
)  our  office  equipment  totaled  some  6.99  million  tons.  That's  approximately  the  amount  of 
O2  assimilated  in  a  year  by  350,000  km2  of  seawater  —  more  than  the  surface  size  of  the 
oral  reefs  in  all  the  oceans.  Canon's  many  programs  to  reduce  CO2  emissions  are  all  part 
f  one  corporate  goal:  sustaining  the  natural  environment  for  future  generations. 


I  Cumulative  reduction  of  CO2  from 
on-demand  fixing 


19«9  2000  2001  2002  2003  2004  2005  2006 


*  There  are  approx  280.000km2  of  coral  reef  1km2  of  seawater  assimilates 
approx  20  tons  of  CO;  per  year  Between  1999  and  2006.  the  CO2  reduction 
attributable  to  Canon  office  equipment  was7million  tons,  which  is  approx 
20%  more  than  the  seawater  around  the  earth's  coral  reefs  assimilates  m  a  year 


'roduce.  Use.  Recycle.  C02-emission  reduction  throughout  the  product  lifecycle. 


anon.com/environment 


Canon 


of  2%  yearly.  From  the  2000  national  aver- 
age of  6.8  cents  per  kilowatt-hour  the  retail 
price  of  electricity  has  skyrocketed  to  16 
cents  in  Massachusetts,  10  in  Maryland,  8 
in  Illinois,  12  in  California.  "Whoever  was 
deregulated  was  able  to  keep  raising  the 
price  of  power,"  Saryan  says. 

The  industry's  stocks — after  weathering 
a  storm  early  in  this  decade,  courtesy  of  the 
Enron  scandal  and  the  stink  over  price  goug- 
ing in  California— have  done  well.  Over  the 
past  five  years  the  S&P  500  Utilities  Index  has 
generated  a  1 7. 1  %  average  annual  total  return 
(appreciation  plus  dividends),  versus  9.8%  for 
the  broad  S&P  500.  Saryan's  portfolio  has  fared 
even  better:  22.6%. 

Perched  in  Boston,  Saryan,  52,  has  a 
passion  for  salsa  dancing,  which  is  helpful 
for  the  back  problem  she's  developed 
"from  sitting  too  much."  She  also  has  a 
passion  for  power  companies'  hallmark, 
the  nice  dividends.  Dividend  growth  and 
cash  flow  are  the  main  impetuses  for  these 
stock  prices,  she  contends. 

While  the  bull  market  has  brought  down 
the  industry's  average  yield  from  5.5%  five 
years  ago  to  3.5%  lately,  she  thinks  that  good 
buys  still  exist  there,  since  the  companies 
(some  of  them,  anyway)  have  a  penchant 
toward  raising  payouts  regularly. 

We've  culled  holdings  in  her  fund  that 
show  a  five-year  dividend  growth  rate 
better  than  10%  per  year  (see  table, 
above).  Over  the  past  five  years  Constel- 

Power  Portfolios 


TheJPaniandrumsjiLPayouts 


While  their  stock  prices  have  surged,  these  utility  companies  also  have  been  expanding 
their  dividends  at  a  double-digit  clip,  portending  more  share  price  boosts. 


COMPANY 


RWE1 


CONSTELLATION  ENERGY  GROUP 


SCOTTISH  &  SOUTHERN  ENERGY1 


EXELON 


ENTERGY 


PRICE 


RECENT1 


52-WEEK 
HIGH 


$108.00  $117.7 


84.90 


98.2 


29.50 


31.6 


73.90 


82.6 


103.90  120.5 


DIVIDEND 
YIELD 


3.5% 


2.0 


3.0 


2.3 


2.0 


Prices  as  of  Aug.  6.  'Trades  in  the  U.S.  as  an  American  Depositary  Share. 
Source:  FactSet  Research  Systems. 


lation's  dividend  has  climbed  by  21.5% 
annually,  Exelon's  by  15%. 

Their  yields  range  from  3.5%  for  Ger- 
many's RWE  to  2%  for  the  U.S.'  Entergy. 
That  may  be  shy  of  the  ten-year  Treasury's 
4.8%,  but  at  least  it  outshines  the  S&P  500's 
average  dividend  of  1.8%.  And  for  the 
time  being  dividends  are  still  taxed  at 
just  15%  federally. 

Despite  the  sector's  run-up  (the  mar- 
ket's recent  troubles  haven't  really  hurt 
utilities),  these  names  are  still  not  very 
expensive.  Constellation  Energy,  the  hold- 
ing company  for  Baltimore  Gas  &  Elec- 
tric, changes  hands  at  18  times  trailing 
earnings.  RWE  is  the  cheapest  at  15, 
Exelon  the  costliest  at  27  (the  S&P  500: 
18).  To  be  sure,  Saryan  also  believes  that 


In  case  you  don't  want  to  own  individual  electric  companies,  the  best-returning 
utility  mutual  funds  are  listed  here.  Most,  however,  carry  a  sales  load. 


FUND 

TOTAL  RETURN 

YEAR-TO- 
DATE 

ANNUAL 
EXPENSES 
PER  $100 

MFS  UTILITIES  FUND-A 

14.4% 

Sl.ll1 

JENNDRY  UTILITY  FUND-A 

12.2 

0.772 

1  EVERGREEN  UTILITY  &  TELECOM  FUND-A 

12.8 

1.11' 

EATON  VANCE  UTILITIES  FUND-A 

9.4 

1.06' 

FIDELITY  ADVISOR  UTILITIES  FUND-A 

7.2 

1.341 

1 

|  FIDELITY  UTILITIES  FUND 

8.6 

0.85 

1  NATIONWIDE  GLOBAL  UTILITIES  FUND-A 

4.7 

1.45' 

FIDELITY  SELECT  UTILITIES  GROWTH  PORTFOLIO 

5.1 

0.93 

AMERICAN  CENTURY  UTILITIES  FUND-INV 

7.5 

0.68 

AIM  UTILITIES  FUND-A 

7.8 

1.312 

Performance  through  July  31. 
Source:  Upper. 


'Maximum  sales  charge  of  5.75%.  2Maximum  sales  charge  of  5.50%. 


dividend  growth  will  slow  a  tad  among 
energy  transmission  and  distribution 
companies,  as  they  divert  more  capital  to 
building  new  plants  and  power  lines 
needed  to  meet  the  surging  demand. 
Hence  she  is  gradually  shifting  her  fund's 
concentration  from  utilities,  which  are 
80%  of  the  portfolio,  to  50%  over  the  next 
two  years,  renaming  the  fund  Eaton 
Vance  Dividend  Builder. 

Some  of  Saryans  best  performers,  like 
Exelon  and  Entergy,  bought  up  nuclear 
plants  at  distressed  prices  in  recent  years. 
"They  were  paying  only  pennies  on  the 
dollar,"  she  says.  Exelon,  a  combo  of  Phila- 
delphia Electric  and  Commonwealth  Edi- 
son, purchased  a  unit  of  the  infamous  Three 
Mile  Island  nuclear  plant  for  $23  million, 
excluding  fuel  costs,  when  its  book  value 
was  $600  million. 

Big  opportunities  exist  in  Europe,  too, 
where  large  state-owned  companies  have 
been  privatized.  Dominant  operators  like 
RWE  and  the  U.K.'s  Scottish  &  Southern 
have  been  winners  for  Saryan's  portfolio. 
Their  dividends  are  growing  faster  than 
those  of  U.S.  counterparts. 

If  you  want  to  concentrate  on  utilities- 
and  don't  want  to  own  individual  stocks- 
look  at  some  of  the  other  utility  funds  thai 
have  done  well  over  the  past  five  years  (see 
table,  opposite).  While  expenses  are  reason- 
able, most  of  these  funds  carry  a  load 
(Saryan's  fund  charges  1.06%  of  assets 
yearly,  and  has  a  5.75%  load.) 

The  pack's  leader  is  MFS  Utilities 
managed  since  its  1992  inception  b\ 
Maura  A.  Shaughnessy.  It  has  a  superb 
27%  annual  showing  over  five  years.  F 
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Jailhouse 
Stocks 

The  nation's  pokeys 
are  overcrowded,  and 

private  prisons  are 
filling  the  gap.  Ask  fund 
manager  Jamie  Cuellar. 
By  James  M.  Clash 


FUND  MANAGER  JAMIE  CUELLAR  HAS 
never  been  to  prison.  With  his  slight 
build  and  youthful  appearance,  at  37  he 
more  closely  resembles  a  choirboy  than  a 
hardened  con.  The  closest  he  has  come  is 
having  a  cousin  who  is  a  jail  drug  counselor. 

Yet  fames  M.  Cuellar  has  spotted  an  op- 
portunity in  the  nations  private  prison  indus- 
try. His  $32  million  Brazos  Small  Cap  Fund 
has  put  1 1  %  of  its  capital  into  the  jailers'  stocks. 

Why?  Federal  and  state  prisons  already 
are  stuffed  with  a  third  more  inmates  than 
they  were  built  to  house.  The  Department 
of  Homeland  Security  is  cracking  down  on 
illegal  immigrants  by  imprisoning  those  they 
catch.  Most  prisons  are  still  owned  and 
operated  by  federal  and  state  govern- 
ments; fewer  than  10%  are  outsourced  to 
the  free- marketeers. 

But  with  the  government  slow  to  build 
new  lockups,  the  increased  demand  is 
enabling  private  operators  to  expand  and 
to  charge  government  more  to  handle  the 
overflow.  Prison  contracts  pre-2006  were 
in  the  $40-per-bed-per-day  range;  today 
they're  $60  and  climbing. 

Cuellar,  a  onetime  investment  analyst 
at  Lee  Financial,  a  Dallas  asset  manager, 
took  over  the  Brazos  Micro  Cap  Fund  in 
2004  and  a  year  later  the  Small  Cap. 
Owned  by  American  International  Group, 
Brazos  Small  Cap  had  been  a  laggard  in  its 
category  until  Cuellar  juiced  it  up.  Small 
Cap  has  done  well,  up  1 5.4%  so  far  this  year, 
or  10.2  percentage  points  ahead  of  the  S&P 
500.  For  the  past  three  years  it  has  returned 


SAFETY  iS  A  CONDITION 
OFYOr  WENT 


Crime  pays,  for  fund 
manager  Jamie  Cuellar. 


an  annual  19.8%,  beating  the  market,  too. 

As  a  stock  picker  Cuellar  looks  for  the 
usual  things  growth  managers  want:  rapid  ex- 
pansion funded  by  cash  from  operations,  not 
debt;  a  good  balance  sheet;  and  strong,  sta- 
ble management.  He  also  wants  earnings 
growth  (in  percentage  points)  not  too  far  short 
of  the  price/earnings  multiple.  His  prison 
stocks  have  trailing  P/Es  on  the  higher  end, 
from  24  to  39,  and  growth  to  match. 

Geo  Group  (market  cap:  $1.6  billion)  is 
Cuellar's  largest  prison  holding,  at  4.6%  of 
the  hind.  Cuellar  says  Geo,  through  acqui- 
sition and  diversification,  has  finally  become 
a  company  to  be  reckoned  with.  It  added  1 5 
prisons  and  8,000  beds  when  it  bought  com- 
petitor Correctional  Services  Corp.  in  2005. 
Last  October,  when  Geo  announced  acqui- 


sition of  CentraCore  Properties  Trust,  a 
prison  REIT,  Cuellar  bought  the  stock  at  $19. 

Geo  now  has  both  U.S.  (mainly  in  the 
South)  and  international  operations  (13% 
of  revenues  come  from  Canada,  Australia, 
South  Africa  and  the  U.K.).  It  also  has  a 
nice  side  business,  GeoCare,  which  man- 
ages government  mental  institutions. 
With  a  P/E  of  39  and  projected  annual 
earnings  growth  of  20%  over  the  next  five 
years,  it  remains  on  Cuellar's  buy  list. 

Another  holding,  at  2.8%  of  Cuellar's 
fund,  is  Corrections  Corp.  of  America,  the 
biggest  of  the  private  prison  operator^ 
(market  cap:  $3.3  billion).  It  controls  half  the 
private  market  and  is  the  only  pure  play  on 
adult  prisons.  Cuellar  began  buying  in 
November  2005  at  a  split-adjusted  $13;  today- 
it  trades  at  $27. 

While  Cuellar  trimmed  shares  this 
spring,  he  remains  bullish  long  term  because 
of  the  firm's  dominant  position  in  the  pri- 
vate market.  He  expects  strong  earnings 
growth  for  Corrections  Corp.,  20%  annually, 
over  the  next  three  to  five  years.  It  goes  for 
28  times  trailing  earnings. 

Cornell  Cos.  is  the  smallest  of  the 
private  prison  operators  Cuellar  owns,, 
with  a  market  cap  of  $290  million.  This 
company,  more  than  the  other  two, 
focuses  on  youth-oriented  corrections 
services  (a  quarter  of  the  customer  base,  if 
you  want  to  call  them  that,  are  juveniles). 
Because  of  its  small  size  it  is  undercovered 
by  analysts.  Cornell  is  up  15%  since  Cuel- 
lar's original  purchase  in  December  2006. 
It  trades  at  24  times  earnings. 

Brazos  Small  Cap  Fund  has  no  sales 
load  and  annual  expenses  of  1.65%  of 
assets,  a  bit  higher  than  average.  But  if 
you  like  the  prison  theme,  just  buy  the 
stocks  Cuellar  likes.  F 


The  leading  private  prison  outfits  are  hardly  steals  but  boast  big  growth  rates. 

COMPANY 

PRICE 

52-WEEK 
RECENT  HIGH 

PRISONS  TOTAL 
P/E      MANAGED  BEDS 

CORNELL  COMPANIES 

$20.45  $25.58 

24         76  18,253 

CORRECTIONS  CORP  AMERICA 

26.66  33.40 

28         64  72,975 

GEO  GROUP 

30.83  31.50 

39         68  59,000 

Prices  as  of  Aug.  8.  Sources:  Reuters  Fundamentals  via  FactSet  Research  Systems;  Brazos  Funds. 
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'■■■■^  SHEEP'S    CLOTHING    AND    ENDED    UP    WITH  NOTHING 

^Qfct  SHORT   OF  THE   FASTEST  VEHICLE   IN   ITS   CLASS*:  A 

VERSATILE  MASTERPIECE  CAPABLE  OF  TRAVELING  FROM 
Q-6D    MPH    IN   UNDER  FIVE  SECONDS  -  WET  OR   DRY.  v 

Behold  the  Jeep  Grand  Cherokee  SRTB.®  With 
an   active   full-time  transfer  case,  its 
4-wh  eel-drive  system  has  been  fortified  to 
handle  all  420  horsepower  df  its  s.i  "liter  srt 
hemi®  vb.  djsl  zq-inch  forged  aluminum  wheels, 
this  beast  can  dig  its  claws  into  the  tarmac 
with  a  vigor  unlike  any  other,  rain  or  shine. 
Welcome  to  world  class.  Visit  drivesrt.com 


JCMN  THE  PDWER  ELITE 


RAN D  CHEROKEE  SRTB 

*2 

^       TORQUE  420  LB-FT  ^ 

DriveSRT.com 

Jeep  A 

2 

»,  i 

HEMI  AND  SRTB 

•  Based  on  2DD7  Automotive:  News  Segmentai 
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Disinherited  by  Vanguard 

Is  it  time  to  move  your  IRA?  By  Ashlea  Ebeling 


IN  LATE  JULY  THE  VANGUARD  GROUP 
sent  170,000  customers  a  form  letter 
innocuously  labeled:  "Change  in 
beneficiary  policy  will  help  you  sim- 
plify your  planning."  A  more  candid 
heading  would  have  been:  "Warning! 
Unless  you  act,  we're  about  to  change  who 
gets  your  Individual  Retirement  Accounts 
when  you  die." 

Vanguard  has  decided  that,  as  of  mid- 
September,  it  will  require  customers  to  use 
identical  beneficiaries  for  all  IRAs  of  the 
same  type.  All  your  IRAs  holding  money 
rolled  from  employer  pension  plans  count 
as  the  same  type  and  must  have  the  same 
beneficiaries.  Traditional  IRAs,  both 
pretax  and  aftertax,  are  a  second 
type.  Roth  IRAs  are  a  third. 

If  you're  one  of  170,000  customers 
who  now  have  different  beneficiaries 
named  for  separate  IRAs  of  the  same 
type  or  different  beneficiaries  for 
different  mutual  funds  within  a  sin- 
gle IRA,  Vanguard  will  apply  the 
newest  beneficiary  form  to  all  your 
IRAS  of  one  type — unless  you  contact 
Vanguard  and  direct  otherwise.  If  two 
forms  were  submitted  at  the  same 
time,  Vanguard  will  treat  the  one  it 
processed  later  as  newer.  This  is  crucial,  since 
it's  the  form — not  your  will — that  determines 
who  gets  your  IRAs. 

Say  you've  named  your  older  child 
primary  beneficiary  of  one  rollover  IRA  and 
your  younger  child  primary  beneficiary  of 
another.  If  you  don't  read  your  mail  carefully, 
or  were  on  vacation  or  in  the  hospital  when 
the  letter  came,  and  vou  die  without  contact- 
ing Vanguard,  one  of  your  kids  could  be  done 
out  of  his  IRA  inheritance.  When  FORBES 
showed  Vanguard's  letter  to  IRA  experts,  they 
were  outraged.  "This  borders  on  the 
unconscionable,"  fumed  Green  Bay,  Wis.  CPA 
Robert  Keebler.  "It's  crazy.  I  don't  see  how 
they  can  change  the  beneficiaries  on  your 
accounts  without  your  consent,"  said 


Boston  lawyer  Natalie  Choate. 

Colin  Kelton,  the  Vanguard  official 
who  signed  the  July  letter,  argues  cus- 
tomers are  getting  adequate  advance 
notice  and  will  get  a  second  letter  in  Sep- 
tember alerting  them  that  the  beneficiary 
change  has  been  made. 

What  if  clients  pick  up  the  phone  and 
ask  to  keep  different  beneficiaries  for 
separate  IRAS  of  the  same  type?  In  two 
customer  service  calls  FORBES  was  told 
that's  impossible.  "There's  no  way  to 
override  the  computer,"  declared  one 
rep.  He  added  that  Vanguard  is  "a  low- 
cost  provider"  and  permitting  different 


beneficiaries  would  increase  its  costs. 

The  other  rep  insisted  that  Vanguards 
competitors  wouldn't  allow  it  either.  Not 
so.  Fidelity  and  Charles  Schwab,  which 
hold  the  most  IRA  assets,  said  clients  can 
name  different  heirs  for  different  accounts 
of  the  same  type.  So  did  American  Funds, 
Citibank,  E-Trade,  Janus,  Merrill  Lynch, 
MFS  and  Wachovia.  Of  those  we  surveyed, 
only  T.  Rowe  Price  doesn't  allow  it. 

Kelton  said  that  Vanguard  might 
make  an  exception  if  a  customer  could 
show  different  beneficiaries  were  needed. 
But  he  couldn't  think  of  any  examples 
where  they  would  be,  and  those  we 
offered — all  cases  where  lawyers  advise 
it — didn't  qualify,  he  said.  What  if  you 


want  to  leave  one  IRA  to  charity  and  one 
to  your  kids  or  one  to  your  kids  from  your 
first  marriage  and  one  to  your  current 
spouse?  Kelton  says  a  customer  should 
indicate  on  the  form  the  percentage  each 
heir  is  to  get  and  the  executor  of  his  estate 
can  split  the  IRA  up. 

The  Internal  Revenue  Service  has 
allowed  such  postmortem  IRA  splits  since 
2002.  But  the  executor  must  meet  strict 
deadlines.  If,  for  example,  an  IRA  going 
partly  to  charity  isn't  split  in  time,  other 
heirs  lose  the  ability  to  stretch  out  payouts 
and  tax  deferral  over  their  own  lives.  So 
many  advisers  recommend  establishing 
separate  IRAs  for  separate  benefici- 
aries before  your  death.  "That  way, 
it  can't  get  goofed  up,"  says  Keebler 
Stephanie  Rapkin,  a  Mequon,  Wis 
estate  lawyer,  was  leaving  one  Van 
guard  IRA  to  charity  and  another  to 
her  family.  Now  she  plans  to  move 
them  both  from  Vanguard. 

What  if  you  want  to  invest  IRA 
funds  for  different  beneficiaries  dif 
ferently,  based  on  their  own  assets  or 
taste  for  risk?  Will  Vanguard  allow 
different  beneficiary  forms  in  that 
case?  No,  says  Kelton,  because  it  could 
drag  Vanguard  into  family  disputes,  and 
curbing  litigation  is  one  reason  its  chang- 
ing its  policy.  The  real  problem  is  that  Van 
guard  has  allowed  an  account  owner  to 
name  one  beneficiary  for  one  mutual  fund 
and  a  different  beneficiary  for  another  fund 
within  a  single  IRA.  Later,  the  beneficiary  of 
a  dud  fund  might  argue  that  when  the  IRA 
was  set  up,  his  fund  had  50%  of  the  money 
and'that  the  account  owner  really  meant  to 
leave  him  50%  of  the  whole  account.  But 
that's  not  a  problem  with  separate  benefici 
aries  for  separate  accounts. 

Estate  lawyer  Choate  speculates  that 
Vanguard  could  end  up  getting  sued 
anyway — by  beneficiaries  who  were 
accidentally  bumped. 
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The  Internet  can't  hide  from 
the  AT&T  LaptopConnect  Card 


Tired  of  playing  hide  and  seek  with  the  Internet?  Get 
the  AT&T  LaptopConnect  Card  and  easily  access  the 
Internet  at  mobile  broadband  speeds  when  you're  out 
of  the  office,  on  the  road,  away  from  hotspots. 


>  Works  in  165  major  U.S.  markets  and  more  cities 
worldwide  than  any  other  U.S.  carrier. 

>  Send  and  receive  email,  download  large 
attachments,  and  access  corporate  systems 
at  mobile  broadband  speeds. 

>  Enables  secure  laptop  connections  to  AT&T 
BroadbandConnect  and  EDGE  networks. 


>  Fast  and  easy  set  up. 


Get  AT&T's  Global  3G 
LaptopConnect  Card  for  only 


49 


99 


with  2-year  service  agreement 
on  DataConnect  plans  S59.99 
or  higher. 


The  new 


at&t 


Your  world.  Delivered. 


For  more  information,  visit  www.wireless.att.com/laptopconnect  or  go  to  your  nearest  AT&T  store. 

iverage  not  available  in  all  areas.  Limited-time  offer.  Other  conditions  and  restrictions  apply.  See  contrad  and  rate  plan  brochure  for  details.  Subscriber  must  live  and  have  a  mailing  address 
thin  AT&T's  owned  network  coverage  area.  Up  to  $36  activation  fee  applies  Equipment  price  and  availability  may  vary  by  market  and  may  not  be  available  from  independent  retailers.  Early 
rmination  Fee:  None  if  cancelled  in  the  first  30  days;  thereafter  $175.  Some  agents  impose  additional  fees.  Sales  tax  calculated  based  on  price  of  unactivated  equipment.  Certain  email  systems 
jy  require  additional  hardware  and/or  software  to  access.  Service  provided  by  AT&T  Mobility.  ©2007  AT&T  Knowledge  Ventures.  All  rights  reserved.  AT&T  and  the  AT&T  logo  are  trademarks  of  AT&T 
owledge  Ventures  and/or  AT&T  affiliated  companies. 


Deep  Water 

David  Heydon  has  raised  $300  million  to  mine  the  seabed.  He  is  still 
trying  to  raise  minerals  to  the  surface  |  By  David  Gelles 


DAVID  HEYDON  HASN'T  EVEN 
begun  his  pitch  and  the  folks 
at  Casimir  Capital,  a  small 
Manhattan  investment  firm 
($1  billion  raised),  are  already 
giddy.  "We're  very  excited  to  see  this,"  says 
senior  analyst  Roman  Rogol.  "Its  a  phe- 
nomenal story."  The  conference  room  door 
closes  and  Heydon,  chief  of  Nautilus  Min- 
erals of  Vancouver,  B.C.,  starts  describing 
his  plans  to  mine  the  seafloor  for  copper, 
zinc  and  gold.  A  51 -year-old  stocky  Aus- 
tralian with  steely  eyes  and  a  steady  voice, 


Heydon  tells  of  vast  exploration  rights  he 
holds  in  the  waters  off  Papua  New  Guinea. 
There,  5,000  feet  below  the  surface,  he  says, 
mineral-rich  deposits  lie  untouched,  wait- 
ing to  be  plucked  and  vacuumed  up  to  a 
custom-outfitted  boat  hovering  over  the 
site.  Once  it's  shipped  to  shore  the  ore  will 
be  concentrated,  fed  into  smelters  and  the 
metals  extracted  and  sold.  "This  will 
change  the  world,"  says  Heydon. 

Some  day  it  might.  In  its  ten  years  of 
life  Nautilus  has  racked  up  $16  million  in 
cumulative  losses  on  zero  revenue.  Never- 


theless, in  the  last  year  and  a  half  Heydon 
has  raised  $300  million,  a  chunk  from  large 
public  mining  companies,  on  the  strength 
of  nothing  more  than  a  few  promising  core 
samples.  The  wowed  crowd  at  Casimir 
offe'rs  to  supply  more  cash  if  Nautilus 
decides  it  needs  some. 

Scientists  have  been  gushing  about  the 
potential  for  seabed  mining  for  at  least  four 
decades.  What's  new  here?  Nautilus  is  now 
using  a  small  remote-operated  vehicle  with 
a  pincer,  lowered  to  the  seabed,  where  it 
scours  for  and  snaps  off  promising  rock 
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THERE  ARE  TRIED  AND  TRUE  WAYS 
TO  RAISE  CAPITAL.  IF  ONLY  THE  MARKETS 

WERE  TRIED  AND  TRUE. 


SHI 


Managing,  ✓ofafifi-hj  WITH  WACH0VIA 

Dur  company  has  plans.  Market  swings  shouldn't  put  them  on  hold, 
/achovia  gives  you  the  power  to  succeed  by  leveraging  an  integrated 
orporate  and  investment  banking  platform  and  the  nation's  third-largest 
jll-service  retail  brokerage  firm.1  By  combining  our  strengths  and  expertise 
fith  a  highly  collaborative  approach,  we  can  develop  a  solution  unique  to 
our  business.  A  solution  that  helps  you  perform  in  all  market  conditions, 
igardless  of  the  ups  and  downs. 


MVESTMENT  BANKING 
DVISORY 

ORPORATE  BANKING 
QUITY 

IXED  INCOME 
ETAIL  BROKERAGE 


wachovia 
Securities 


achovia  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  LLC,  and 
achovia  Securities,  LLC,  members  NYSE,  NASD  and  SIPC,  and  Wachovia  Bank,  N.A.  'Ranking  is  based  on  client  assets  as  of  last  fiscal  quarter  of  2006.  ©2007  Wachovia  Corporation 


Entrepreneurs  

formations.  Eventually,  Heydon  hopes  to 
have  a  200-ton  machine  (much  like  the 
drill-cum-earthmover  De  Beers  uses  to 
mine  diamonds)  to  cut  and  pulverize  ore, 
along  with  a  pipe  (a  foot  in  diameter)  that 
will  suck  up  the  slurry  and  transfer  it  to 
nearby  barges.  "It's  a  lot  easier  to  put  a  pipe 
down  through  1 ,500  meters  of  water  than 
it  is  to  sink  a  concrete  shaft  through  that 
much  solid  rock,"  Heydon  says.  Another 
advantage:  mobility.  Nautilus  boats  will  be 
able  to  switch  locations — and  mine  for  dif- 
ferent deposits — in  a  matter  of  ten  days. 
"Pull  the  pipe  up,  move  the  boat  and  go 
down  again,"  Heydon  says. 

Company  history:  In  1993  Julian 


Areas  Nautilus  is  planning 
on  exploring/mining 


phones,  folded  after  the  Sept.  1 1  attacks. 
Not  long  after  signing  on  as  chief  execu- 
tive of  Nautilus,  Heydon  replaced  Malnic, 
who  had  hoped  to  hold  on  to  an  execu- 
tive position.  Today  Malnic  remains  a  2% 
shareholder,  but  there's  no  mention  of 
him  on  the  company's  Web  site. 

Heydon's  plan  to  mine  investors  roared 


BISMARC1?  SEA 


New 
Ireland 


in  Bougainville 


SOLOMON  SEA  Solomon  Islands 


PAPUA  NEW  GUINEA 

Port  Moresby 


Malnic,  the  Australian  editor 
of  the  Miner,  an  industry 
journal,  wrote  a  story  about 
a  geologist  who  had  discov- 
ered metal-rich  deposits  off 
the  coast  of  Papua  New 
Guinea.  Thinking  gold  rush, 
Malnic  filed  for  exploration 
rights  with  the  Papua  New 
Guinea  government  and  got 
them  in  1997.  Nautilus  Min- 
erals was  born. 

At  the  time  mineral 
prices  were  low  and  venture  capital  for 
mining  companies  had  dried  up.  Heydon 
says  that  after  five  years  Malnic  had 
raised  just  $700,000  and  accumulated 
$150,000  in  debts.  On  a  lark  Malnic 
called  his  college  buddy.  Heydon  had 
recently  returned  to  Brisbane  from  New 
York  where  QPAX,  a  startup  that  let  air 
passengers  track  their  flight  status  on  cell 


1000  miles 


Big  dig;  Nautilus 
scours  the  seafloor 
near  Papua  New 
Guinea;  samples  come 
up  from  below;  a 
pincer  on  remote- 
controlled  equipment 
snaps  off  bits  of  rock. 


into  gear  in  May  2006.  That's  when  Nau- 
tilus raised  $24  million  privately,  then 
completed  a  reverse  takeover  of  Orca 
Petroleum,  a  defunct  Canadian  mining 
company,  that  gave  it  a  listing  on  Canada's 
TSX  Venture  exchange.  In  October  the 
company  found  another  $68.5  million  in 
private  placements,  including  $25  million 
from  mining  giant  Anglo  American.  Last 


December  Nautilus  brought  in  $31  million, 
most  of  it  from  Teck  Cominco,  which  took 
a  9.2%  equity  position.  In  February  Nau- 
tilus listed  on  London's  AIM,  raising  $100 
million  from  the  public.  Days  later  a  third 
private  placement  in  the  U.S.  brought  in  an 
additional  $75  million. 

All  that  money— now  $272  million 
cash  on  hand — is  just  a 
down  payment;  Heydon 
figures  he'll  need  at  least 
$330  million  to  cover  pro- 
jected expenses  over  the 
next  three  years. 

How  real  is  this 
enterprise?  Steven  Scott, 
professor  emeritus  of 
geology  at  the  University 
of  Toronto  and  the  first  to 
study  seafloor  deposits, 
has  analyzed  samples 
from  Nautilus.  "We  get 
gold  values  that  are  three 
to  four  times  higher 
than  you  get  on  land,"  he 
says.  "It  is  exceptional." 

But  Maurice  Tivey,  a  geologist  at  Woods 
Hole  Oceanographic  Institution  who  led  a 
42-day  expedition  at  the  site  of  Nautilus' 
claims  last  year,  isn't  convinced  of  a  mother 
lode."The  material  they've  collected  on  the 
surface  is  very  high  grade,"  he  says.  "But  it 
may  just  be  icing  on  a  cake,  with  all  the  sweet 
stuff  on  the  top."  Heydon  retorts  that  some 
deposits  are  19  meters  deep — enough,  he 
claims,  to  be  economically  viable. 

The  people  of  Bababag  Island  in 
Papua  New  Guinea  are  against  Nautilus' 
plans  to  mine  the  seabed  near  their  lands. 
Protests  by  greenies  seem  inevitable,  too. 
"They  will  have  to  proceed  with  extreme 
caution,"  says  Lisa  Levin,  a  professor  at  the 
Scripps  Institution  of  Oceanography  at 
UC,  San  Diego.  At  least  Heydon  is  "trying  to 
do  this  the  right  way'  she  says,  with  envi- 
ronmental impact  assessments. 

Nautilus  had  a  recent  setback.  Heydon 
had  negotiated  the  delivery,  in  2009,  of  a 
$120  million  ship  by  Jan  de  Nul  Group,  the 
Belgian  dredgers.  But  in  July  the  deal  fell 
apart  and  Nautilus  shares  sank  25%  to  $4, 
where  they  still  hover.  Heydon  insists  he'll 
have  another  ship  in  development  by  mid- 
October.  He's  still  shooting  to  be  fully 
operational  by  20 1 0.  F 
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Save  up  to  20% 
Save  an  extra  5% 
Free  #1  Club  Gold  membership 


Small  businesses  save  bis  with  Hertz. 


Save  every  time  you  rent  a  car  from  Hertz.  Did  you  know  that  as  a  small  business, 
you  could  save  up  to  20%  on  Hertz  Business  Travel  Rates  every  time  you  rent?  Just  use  Hertz 
CDP#  306613  when  you  reserve  a  car  and  get  savings  on  the  base  rental  rates. 

Get  an  additional  5%  off  when  you  use  your  American  Express®  Business  Card. 

Hertz  has  teamed  up  with  OPEN  from  American  Express5"  to  offer  an  extra  596  off  your  total 
rental  charges,  including  surcharges  and  taxes,  on  every  car  rental  when  you  pay  with 
your  American  Express  Business  Card.  The  extra  5%  savings  is  combinable  with  any  Hertz 
offer  and  will  automatically  appear  on  your  American  Express  billing  statement.  Plus,  as  an 
American  Express  Business  Cardmember,  you  are  entitled  to  a  fee-waived  Hertz  #1  Club  Gold" 
membership  —  our  fastest  way  to  rent  a  car.  For  details,  go  to  hertz.com/open. 

To  make  a  reservation,  visit  hertz.com,  call  1-800-654-3131,  or  contact  your  travel 
professional.  To  learn  more  about  OPEN  from  American  Express  and  business  savings, 
visit  opensavings.com. 


AMERICAN 


OPEN 


FOR  BUSINESS 


LLdUt 


TtZ.COm      Hertz  rents  Fords  and  other  fine  cars.  ®  Reg.  U.S.  Pat.  on.  ©  2007  Hertz  System,  inc 

DR  YOUR  INFORMATION:  To  receive  your  5%  savings,  payment  must  be  made  with  an  American  Express11'  Business  Card, 
ivings  will  be  credited  to  your  American  Express  Business  Card  billing  statement.  All  savings  referenced  are  in  addition  to  any 
jrtz  offers.  Valid  only  at  Hertz  corporate-owned  U.S.  locations.  Participation  and  offers  are  subject  to  change  without  notice. 
:rms  and  conditions  apply. 


Health 


DRUGS 


Degunker 

A  biotech  best  known  for  failure  may  have  invented  the  most  powerful 
cholesterol  drug  ever  |  By  Matthew  Herper 


WHEN  RANDALL  NOT- 
tingham  was  just  18,  he 
learned  his  bad  choles- 
terol level  was  500 
milligrams  per  deci- 
liter, quadruple  the  normal  level.  Nine 
years  later  doctors  had  to  unclog  one  of  his 
heart  arteries  with  a  balloon  angioplasty, 
the  first  of  three  such  procedures. 

Nottingham,  now  49,  is  the  unlucky  one 
in  a  million  whose  body  cannot  process  cho- 
lesterol at  all  This  is  the  very  worst 
form  of  a  genetic  disorder  called 
familial  hypercholesterolemia. 
Even  a  cocktail  of  drugs  couldn't 
keep  his  cholesterol  down.  For 
years  Nottingham,  a  financial  an- 
alyst, married  and  with  two  boys, 
made  a  100-mile  trek  every  month 
from  Columbus,  Ohio  to  Cincin- 
nati so  he  could  have  his  blood 
drawn,  cleansed  and  put  back  into 
him  in  a  3 -hour  treatment. 

But  now  an  experimental 
medicine  has  lowered  Notting- 
ham's bad  cholesterol  to  below 
100  milligrams,  the  lowest  level 
ever  for  a  patient  with  the  severe 
form  of  hypercholesterolemia. 
The  medicine,  a  once-a-week 
injection  from  Isis  Pharmaceuticals,  will 
finish  midstage  trials  any  day  Isis  expects 
to  file  with  the  Food  &  Drug  Administra- 
tion in  a  year  or  so.  The  drug  will  then 
undergo  two  years  of  tests  in  thousands  of 
patients  with  other  forms  of  high  choles- 
terol, potentially  giving  Isis  a  swing  at  the 
$35  billion  market  for  cholesterol  drugs 
like  Lipitor  and  Zocor. 

James  Stein  of  the  University  of 
Wisconsin-Madison  calls  the  cholesterol 
suppressor  "the  hottest  drug  on  the  hori- 


zon," although  he  cautions  that  longer- 
term  safety  data  are  needed. 

Isis  was  founded  in  1989  by  Stanley 
Crooke,  the  former  head  of  research  at 
SmithKline  Beckman,  after  he  saw  a  tech- 
nology called  antisense  that  could  block 
genes  directly.  Most  drugs  work  on  the 
proteins  genes  produce.  Antisense  goes 
one  level  deeper. 

Isis  is  unprofitable  and  has  struggled 
for  years.  It  has  had  only  one  drug 


Dynamic  duo:  Isis'  Stan  Crooke  and  his  researcher  wife,  Rosanne 


approved,  in  1999,  for  a  rare  eye  disease. 
Potential  blockbusters  for  Crohn's  disease 
and  lung  cancer  just  didn't  work.  One  big 
disadvantage  of  Isis'  drugs  is  that  they 
collect  in  the  liver,  potentially  causing  side 
effects.  As  the  failures  mounted,  Crooke 
put  one  of  his  biologists,  his  wife, 
Rosanne,  in  charge  of  a  project  to  turn  the 
liver  disadvantage  into  a  plus. 

Cholesterol  seemed  an  ideal  target.  It 
is  made  and  removed  by  the  liver. 
Rosanne  and  two  other  scientists  decided 


to  block  the  gene  for  apolipoprotein  B,  the 
main  component  in  the  form  of  choles- 
terol that  contributes  to  heart  attacks. 
Without  that  gene  cholesterol  from  the  fat 
we  eat  never  enters  the  blood.  By  2001  a 
version  of  the  drug  was  working  in  mice. 
Isis  went  through  60  different  versions 
fine-tuning  the  drug  for  humans,  and  by 
2003  it  was  testing  the  drug  in  people. 

In  healthy  volunteers  it  cut  bad 
cholesterol  in  half.  Familial  hypercholes- 
terolemia emerged  as  a  way  to 
get  it  on  the  market  fast.  The 
most  severe  form  of  the  disease, 
the  kind  Randall  Nottingham 
and  a  few  hundred  others  suffer 
from,  is  caused  by  two  defective 
copies  of  a  gene  that  normally 
allows  cholesterol  to  be  sucked 
out  of  the  blood  and  into  the 
liver.  Some  600,000  Americans 
have  a  less  severe  version  caused 
by  one  defective  copy.  (There 
would  be  more  of  the  double- 
gene  victims  if  they  didn't  die 
young.)  To  get  its  drug  approved 
Isis  will  need  to  study  45 
patients  with  the  severe  two- 
gene  form  and  a  few  hundred 
with  the  single-gene  disease. 
Isis  stock  has  doubled  in  the  past  year, 
but  its  lousy  record  and  the  potential  for 
liver  toxicity  will  still  bring  out  the 
doubters.  In  March  an  analyst  for  the 
hedge  fund  Great  Point  Partners  started 
market  chatter  that  the  drug  harms  the 
liver,  Isis  alleged  in  an  April  internal 
memo.  Stan  Crooke  insists  the  analyst  had 
his  facts  wrong.  "We  can't  guarantee  any- 
body that  this  drug  can  get  to  the  market," 
says  Crooke.  "[But]  it's  a  remarkable  drug 
so  far."  F 


74      FORBES      SEPTEMBER  3,  2007 


©2007  Mercedes-Benz  USA,  LLC 

Is  14.4  million  miles  of  road  testing  excessive? 
That  depends  on  what  kind  of  car  you're  building. 


INTRODUCING  THE  ALL-NEW  2008  C-CLASS. 


Why  did  we  drive  it  the  equivalent  of  600  times  around 


the  world?  Why  did  we  force  it 
to  endure  the  snowstorms  of 
Scandinavia,  the  dust  storms 
of  Namibia  and  every  torturous 
climate  in  between?  And  why 
did  we  subject  the  new  C-Class 


to  so  many  miles  on  the  earth's  most  unforgiving  and 
punishing  roads?  The  answer  is  simple:  because  we 
promised  you  a  Mercedes-Benz. 

After  seven  years  of  unremitting  testing,  we  bring  you 
the  2008  C-Class.  From  its  very  core,  with  over  70%  of  the 
body  built  with  high-strength  steel,  it  is  a  tribute  to  our 


legendary  reputation  for  safety.  The  braking  system,  complete 
with  perforated  front  rotors*  is  capable  of  stopping  the  car 
from  a  speed  of  80  mph  in  just  four  seconds.**  The  door 
hinges  can  hold  the  weight  of  a  200-lb  man.  The  windshield 
wipers  were  designed  to  wash  away  heavy  rain  at  autobahn 
speeds.  And  the  suspension  was  tested  for  stability  at  130 
mph,  ensuring  the  utmost  in  confidence  and  control. 

Inside,  the  passenger  cabin  is  as  scientific  as  it  is 
beautiful.  Seats  were  not  merely  built  for  comfort,  but  were 
economically  contoured  and  cushioned  to  make  even  the 
longest  journeys  relaxing  for  the  body.  And  the  dashboard 
is  the  very  first  in  a  Mercedes-Benz  to  meet  standards  in 
helping  drivers  keep  their  attention  on  the  road. 


THE  C-CLASS.  Nothing  is  too  excessive  when  you're  building  a  car  like  this.  Starting  at  $31, 975.*** 
 —   Unlike  any  other.   


Mercedes-Benz 

MBUSA.com 

38  C300  shown  with  optional  18"  AMG  5-twin-spoke  wheels.  'Only  available  in  C-Class  Sport  Sedans.  "Skid  pad  test  results.  Actual  braking  distances  vary  depending  on  surface,  lire  conditions  and  brake 
intenance  system.  —MSRP  for  a  2008  C300  includes  transp.  charge.  Excludes  all  options,  taxes,  title,  regis,  and  dealer  prep.        For  more  information,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.com. 


AD  SHOPS: 

INVESTING  IN  BRAN 

DS 

Thirsty:  Paul  Parton  and 
Matthew  Lake  want  to  sell 
ads — and  a  new  bottled  water. 


LIKE  MOST  ADVERTISING  AGEN- 
cies,  the  Brooklyn  Brothers,  a  tiny 
(2006  revenue:  $4  million),  four- 
year-old  New  York  outfit,  gets 
most  of  its  business  the  usual 
way:  in  fees  for  making  TV,  print,  online 
and  outdoor  ads  for  clients  like  the  New 
York  Rangers  and  the  History  Channel.  But 


Squeezed 

Prowling  for  new  revenue,  ad  agencies  are  buying 
stakes  in  the  brands  they  advertise  By  Allison  Fass 


76      FORBES      SEPTEMBER  3,  2007 


©2007  Mercedes-Benz  USA,  LLC 

Suspension  that  can  adjust  to  changing  road  conditions  in  a  fraction 
of  a  second,  yet  still  remain  solid  at  130  mph.  How  Mercedes. 


INTRODUCING  THE  ALL-NEW  2008  C-CLASS. 


Why  did  we  spend  seven  years  creating  an  alto- 
s'        gether  groundbreaking  suspension 
technology  for  the  new  C-Class? 
The  answer  is  simple:  we  promised 
you  a  Mercedes-Benz. 

From  the  first  turn,  you'll  know 
there  is  something  completely  distinctive  about  this 
car's  ability  to  read  the  road.  Its  handling  is  crisp  and 
confident  on  the  most  harrowing  of  corners,  firmly 
planted  at  highway  speeds,  yet  surprisingly  luxurious 
on  rough  surfaces. 

The  reason?  The  suspension  automatically  responds 
to  the  amount  of  undulation  at  each  wheel  and  uses 


this  information  to  adjust  stiffness.  It  is  a  process  that 
occurs  at  lightning  speed,  without  interruption,  and 
delivers  a  driving  experience  that  is  simply  visceral. 

The  cars'  dexterous  handling  is  complemented  by  a 
pair  of  V-6  engines,  which  deliver  rocket-like  torque, 
even  at  low  rpm,  through  the  category's  only  7-speed 
automatic  transmission.  Power  is  smooth,  efficient 
and  responsive.  And  purists  will  be  glad  to  know  that 
a  short-throw,  6-speed  manual  is  also  available* 

Put  a  C-Class  to  the  test  for  yourself  and  you'll  see 
what  we  mean.  As  for  the  130  mph  part,  unless  you 
live  near  the  autobahn  or  a  racetrack,  you'll  have  to 
take  our  word  for  it. 


THE  C-CLASS.  The  marvels  of  Mercedes-Benz  engineering  at  every  turn.  Starting  at  $31,975.** 
  Unlike  any  other.   


Mercedes-Benz 


MBUSA.com 


8  C 300  shown  with  optional  1 8"  AMG  5-twin-spoke  wheels  and  optional  Panorama  Roof.  *C  300  Sport  only.  "MSRP  for  a  2008  C  300  includes  transp.  charge.  Excludes  all  options,  taxes,  title,  regis,  and  dealer  prep 

For  more  information,  call  t-800-FOR-MERCEDES,  or  visit  MBUSA.com. 


last  summer  the  firm  decided  to  take  a  flier: 
In  exchange  for  sweat  equity— product 
R&D,  branding,  packaging  and,  of  course, 
an  ad  campaign— it  is  taking  a  20%  slice 
(and  an  undisclosed  sales  royalty)  of  a 
botded  coconut  water  called  Oco.  "A  lot  of 
traditional,  old-fashioned  ad  agencies, 
they're  really  in  the  business  of  produc- 
ing ads,"  says  Paul  Parton,  a  Brooklyn 
Brothers  partner.  "We're  in  the  business 
of  producing  profits." 

He  should  be  so  lucky.  The  agency 
hasn't  yet  found  a  manufacturer  or  distrib- 
utor. It  doesn't  plan  to  put  the  drink  on 
store  shelves  until  early  next  year.  And  it 
must  contend  with  established  coconut- 
water  brands  like  Zico.  But  Parton  can't 
shake  the  idea  that  a  big  payday  lies  just 
around  the  bend;  he  hopes  to  replicate  the 
head-smacking  success  of  Vitaminwater. 
Coca-Cola  recently  picked  up  the  vendor 
of  that  silly  liquid  for  $4.1  billion. 

In  pursuit  of  such  dreams  many  agen- 
cies, big  and  small,  are  investing  in  the 
brands  they  push  on  behalf  of  others.  No 
longer  content  with  hourly  fees,  which  by 


in  a  2006  public  offering,  the  private  equity 
players  nearly  doubled  their  investment 
over  four  years.  "I  wish  when  we  had  gone 
to  work  for  Burger  King  pre- IPO  we  had 
said,  'Don't  give  us  any  money,  just- give  us 
two  points,'"  admits  Charles  Porter,  chair- 
man at  the  Miami  agency. 

They're  learning.  Richard  Kirshen- 
baum  and  Jonathan  Bond,  the  two  princi- 
pals of  Kirshenbaum  Bond,  invested 
$50,000  apiece  after  landing  the  Meow  Mix 
account  in  2002  and  made  out  nicely  after 
the  cat  food  maker  was  sold  twice  in  the 
space  of  four  years.  Crispin  Porter  took 
undisclosed  minority  stakes  in  Haggar 
(sportswear)  and  Method  (eco-friendly 
detergents)  in  partial  payment  for  advertis- 
ing and  design  work. 

Cozying  up  to  private  equity  firms  is 
another  way  to  score.  Kirshenbaum  Bond 
recently  got  the  assignment  to  research  the 
marketing  efforts  of  two  retailers  that 
Thomas  H.  Lee  was  looking  at.  Ten  United, 
a  $26  million  (revenue)  agency  in  Colum- 
bus, says  it  deals  with  private  equity  shops 
that  specialize  in  consumer  brands  and  has 


each  case,  Anomaly  owns  about  30%  of  the 
ventures.  To  focus  on  them,  says  Carl 
Johnson,  the  agency's  founder,  the  agency 
has  dropped  out  of  30  pitches  for  big 
clients  like  Diageo,  Heineken  and  Porsche. 
"The  old  agency  business  model  is  broken," 
he  says. 

But  the  new  model  has  its  downside. 
Kirshenbaum  and  Bond  have  personally 
invested  $300,000  each  in  five  clients,  mak- 
ing money  once,  breaking  even  once  and 
losing  it  all  three  times.  To  the  agency's 
regret,  it  took  equity  in  exchange  for  pay- 
ment from  clients  like  bigvine.com,  an 
online  barter  exchange,  and  Paul  Allen- 
backed  ricochet.com,  a  high-speed  wireless 
link  to  the  Internet.  Both  flopped. 

The  idiosyncratic  Saatchi  brothers,  Mau- 
rice and  Charles,  and  four  colleagues  paid 
H.J.  Heinz  Co.  at  least  $10  million  for  a  51% 
stake  in  Complan  meal-replacement  drinks 
and  Casilan  protein  supplements  five  years 
ago.  Sales  have  since  been  anemic,  says 
Andrew  Leek,  the  head  of  investment  group 
Saatchinvest.  And  big  plans  to  buy  five  or 
six  brands  in  sports  apparel  or  distilled  spir- 


"Private  equity  will  beat  out 
ad  agencies  if  the  agencies  don't  do  it." 


many  accounts  are  shrinking,  firms  are 
taking  ownership  stakes  in  new  products 
in  lieu  of  some  or  all  payment.  Others  are 
investing  their  own  capital  to  launch  an 
idea.  In  some  cases  they  are  sidling  up  to 
private  equity  firms  to  help  find  brands  to 
acquire  and,  in  others,  trying  to  get  a  piece 
of  the  action. 

Why  should  LBO  firms  have  all  the 
fun?  New  York's  Kirshenbaum  Bond  & 
Partners,  now  majority-owned  by  MDC 
Partners,  pulled  in  just  $2  million  to 
$5  million  in  annual  fees  putting  Snapple 
on  the  map  in  the  1990s,  while  its  client, 
Thomas  H.  Lee  Partners,  bought  it  for 
$140  million,  then  sold  the  tea  company 
two  years  later  to  Quaker  Oats  for  $1.7  bil- 
lion. Crispin  Porter  &  Bogusky  didn't  share 
in  the  bounty  when  a  group  of  private 
equity  partners  last  year  sold  the  public 
19%  of  Burger  King — a  lagging  brand  the 
agency  had  boosted  with  its  offbeat  King 
campaign.  Given  what  a  19%  stake  fetched 


invested  close  to  $  1  million  in  client  com- 
panies, including  Skybus,  a  low-price  air- 
line, and  MoQvo,  a  videosharing  Web  site. 

This  month  London's  Bartle  Bogle 
Hegarty  (2006  revenue:  $150  million) 
plans  to  start  a  Web  site  to  sell  stylish 
clothes  for  pets.  The  agency  will  handle  all 
design,  logo  creation  and  advertising.  It 
will  also  outsource  apparel  manufacturing, 
owning  100%  of  the  site.  Neil  Munn, 
picked  off  last  year  from  Unilever,  where 
he  developed  Axe  deodorant  and  body 
spray,  says  such  ventures  should  bring  in 
$25  million  in  revenue  and  25%  of  the 
agency's  profits  by  201 1. 

Anomaly,  a  three-year-old  $15  million 
(revenue)  shop  in  New  York  City,  has  sunk 
$1.5  million  of  its  own  money  to  help 
launch  five  brands,  including  a  couple  of 
skin-care  lines;  food  or  cookware  products 
associated  with  Le  Bernardin's  chef  Eric 
Ripert;  and  ShopText,  which  lets  con- 
sumers buy  products  via  text  messaging.  In 


its  have  not  yet  panned  out.  "It  takes  longer 
to  turn  around  a  brand  than  we  previously 
thought,"  Leek  admits. 

There  are  boosters,  who  view  investing 
in  brands  as  a  survival  strategy.  "Private 
equity  will  beat  out  ad  agencies  if  the  agen- 
cies don't  do  it,"  insists  Andrew  Berlin,  who 
runs  a  collection  of  small  ad  shops  owned 
by  the  WPP  Group.  Berlin  says  he  advised 
Frank  Pearl,  chief  executive  of  Perseus  in 
Washington,  D.C.,  in  its  role  in  the  2001 
$118  million  buyout  of  Converse  sneakers; 
two  years  later  Nike  bought  Converse  for 
$305  million.  Berlin's  WPP  contract  is  up  in 
December.  But  he's  trying  to  talk  Martin 
Sorfell,  WPP's  chief  and  a  skeptic,  into  part- 
nering on  a  brand  investment  group. 
"Adding  equity  causes  all  sorts  of  stresses 
and  strains,"  writes  Sorrell  in  an  e-mail. 

Such  ownership,  Berlin  reasons,  is  the 
best  way  to  go.  "Trying  to  make  money  in 
advertising,"  he  says,  "is  like  climbing  a 
telephone  pole  covered  in  grease."  F 
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Designed  to  keep  eyes  on  the  road,  hands  on  the  wheel 
and  boredom  in  the  rearview  mirror. 


INTRODUCING  THE  ALL-NEW  2008  C-CLASS. 


Why  did  we  devote  so  much  research  to  the  placement 

of  every  switch  and 
every  dial?  Why  did 
we  study  the  driver's 
seat  position  and 
sightlines  so  exhaus- 
tively, and  create  a 
control  panel  thai  is  as  intuitive  as  it  is  beautiful? 
We  promised  you  a  Mercedes-Benz.  That's  why. 

Like  the  most  advanced  racing  machines,  this  vehicle 
was  perfected  at  autobahn  speeds  where  every  fraction  of 
a  second  counts.  From  the  driver's  seat,  controls  can  be 
accessed  with  little  more  than  a  glance  and  a  turn  of 


the  wrist.  The  car's  COMAND  system  places  30  gigabytes 
of  technology  right  at  your  fingertips,  and  allows  you  to 
scroll  through  over  130  channels  including  69  channels  of 
100%  commercial-free  music,  plus  sports,  news,  talk  and 
entertainment,  on  your  SIRIUS  *  Satellite  Radio.**  You  can 
also  access  Bluetooth"  and  adjust  a  myriad  of  comfort 
settings,  including  the  car's  cabin  temperature  and  lighting, 
from  the  central  controller. 

All  of  which  makes  driving  not  only  safer,  but  more  fun 
as  well.  Especially  with  a  450-watt  Dolby  Digital  surround- 
sound  system**  to  accompany  you  as  you  take  to  your 
favorite  road.  And  with  268  horsepower  at  your  disposal, 
tedium  and  monotony  quickly  fall  away  behind  you. 


THE  C-CLASS.  A  study  in  aesthetics,  ergonomics  and  flat-out  driving  fun.  Starting  at  $31,975. 
  Unlike  any  other.   


Mercedes-Benz 


MBUSA  com 

I0  interior  shown  with  optional  features.  Please  see  your  dealer  for  more  details.  '©2007  SIRIUS  Satellite  Radio  Inc.  "Optional  feature.  — MSRP  for  a  2008  C300  includes  transp  charge.  Excludes  all  options, 
s,  title,  regis  and  dealer  prep.  For  more  information,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.com. 
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Solar  power  is  the  ultimate  alchemy,  using  what's  free  to  create  something 
valuable.  Over  the  next  25  years  solar  is  expected  to  be  the  fastest-growing 
alternative  source  of  electric  energy.  But  it  is  complex,  expensive  magic 
and  has  burned  many  entrepreneurs  and  investors  in  the  past.  With*  clean 
power  in  great  demand,  and  fresh  capital  coming  in  from  governments 
and  capital  markets,  the  solar  economy  is  again  humming  with  new 
materials,  tools,  designs  and  business  plans.  Solar  now  meets  only  a  0.1% 
sliver  of  our  electricity  needs,  but  opportunities  for  growth  and  invention, 
as  this  years  E-gang  members  show,  are  bright 
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MICHAEL  SPLINTER  WAS 
raised  on  the  most 
powerful  incantation 
in  the  tech  industry, 
Moore's  Law,  which 
roughly  holds  that  computing  power  per 
dollar  doubles  every  two  years.  During  his 
20  years  at  Intel  Splinter  saw  this  law 


deliver  exponentially  better  prod- 
ucts and  profits. 

Now,  as  chief  executive  of  , 
Applied  Materials,  the  biggest  \ 
pick-and-shovel  maker  for  the  ~ 
semiconductor  and  flat-panel  dis-  * 
play  industries,  Splinter.  56,  wants  to 


Splinter 


Goal:  thin-film 
solar  cells 
at  SI  a  watt 


forge  a  sunny-side-up  version  of  Moore's 
Law.  "Can  we,  with  our  customers,  drive 
down  the  cost  per  watt  of  photovoltaics?" 
Splinter  asks.  "We've  got  to." 

Currently  photovoltaics  cost  $2  to  S3 
per  watt  to  build,  down  from  S22  in  1980. 
Splinter  thinks  he  can  help  drive  the  cost  of 
solar  to  under  SI  a  watt.  At  that  price, 


even  after  adding  a  dollar  or  two 
per  watt  of  installation  costs,  solar 
power  would  rival  grid-delivered 
fossil  fuel  power.  (Bear  in  mind 
'     that  watts  here  are  measured  at 
midday  peaks.  Even  in  California 
an  installation  rated  at  1  kilowatt  will 
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produce  only  1,600  kwh  a  year.) 

Ambitious  enough  to  be  on  Intel's 
shortlist  of  future  chief  executives,  Splin- 
ter leaped  at  the  chance  to  run  his  own 
show  at  Applied  in  2003.  The  growth  in 
solar  captured  Splinters  attention  early  on. 
Slowdowns  at  computer  chip  makers,  who 
buy  nearly  all  of  Applieds  equipment,  hit 
hard.  The  $9.2  billion  (revenue)  company 
has  a  price-to-earnings  ratio  below  that  of 
Kraft  Foods. 

The  solar  cell  manufacturing  industry 
for  years  made  do  with  hand-me-down  tools 
from  the  computer  chip  industry.  But  last 
year  solar  cell  manufacturers  bought  more 
silicon  wafers  than  chipmakers — and  solars 
demand  for  wafers  is  growing  three  times 
as  fast  as  demand  from  the  rest  of  the  elec- 
tronics industry.  Applied  will  likely  hit 
$400  million  in  contracts  for  solar  manu- 
facturing gear  by  year-end;  Splinter  wants 
$1  billion  by  2009. 

Applied  intends  to  trim  the  industry's 
costs  in  four  ways:  boost  solar  factory 
throughput,  improve  the  productivity  of 
every  tool,  cut  materials  costs  by  using 
photovoltaic  materials  more  sparingly  and 


raise  solar  cell  efficiencies.  Splinter  has 
already  spent  close  to  $1  billion  to  hire 
hundreds  of  people  for  his  solar  group,  buy 
two  small  thin-film  equipment  makers  and 
invest  in  a  silicon  wafer  firm  in  California. 

Charles  Gay,  who  is  leading  Applieds 
solar  business,  obsesses  about  speed. 
Computer  chips  are  made  in  batches;  solar 
cells  are  produced  continuously.  Coating 
tools  once  used  to  put  films  on  sheets  of 
glass  are  being  tweaked  so  they  can  also 
rapidly  coat  thousands  of  individual 
wafers.  Thin-film  solar  makers  want  to 
work  with  the  64-square-foot  sheets  of 
glass  used  by  Applieds  LCD  customers, 
but  solar  glass  is  four  times  as  thick  as  dis- 
play glass.  So  Applied  is  strengthening  the 
arms  of  the  robots  it  sells  to  hold  glass 
sheets.  "We'd  like  to  move  one  ton  of  sili- 
con wafers  through  a  line  in  an  hour,"  Gay 
says.  At  that  speed  one  factory  could  pro- 
duce a  gigawatt  of  solar  modules  per  year, 
ten  times  as  much  as  the  U.S.  is  now 
installing.  "This  is  like  the  1970s  in  the 
computer  chip  business,"  says  Splinter, 
flashing  a  200-watt  smile. 

— Elizabeth  Corcoran 


figuring  Out  Where  Solar  Makes  Sense 

The  economic  case  for  solar  power  depends  on  how  much  sunshine  a  region 
gets  and  what  it  pays  for  electricity,  says  industry  analyst  Travis  Bradford.  Today 
solar  cell  installations  cost  $7  to  $8  per  peak  watt  for  consumers  and  $5  to  $6 
for  industry.  With  declines  in  costs,  solar  power  could  soon  pay  in  Los  Angeles. 
Fargo  will  have  to  wait  until  solar  gets  a  lot  cheaper. 
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Light  And 
Heat 


THIRTY-FIVE  MILES  SOUTHEAST 
of  Las  Vegas  is  a  280-acre  shin- 
ing oasis  on  a  parched  desert 
plain:  the  power  plant  called 
Nevada  Solar  One.  Every  two  minutes  its 
220,000  giant  glass  mirrors,  lined  up  in 
perfect  rows,  rotate  imperceptibly  with  a 
barely  audible  click,  tracking  the  sun's  path 
across  the  sky.  Solar  One,  which  went 
online  in  June,  is  the  first  solar  thermal 
power  plant  built  in  16  years  and  produces 
64  megawatts  of  electricity  during  the 
peak  midday  hours,  enough  to  power 
14,000  Nevada  homes. 

Solar  One  wouldn't  be  there  if  not  for 
the  doggedness  of  Gilbert  Cohen,  the 
French -born  engineer  who  runs  the  oper- 
ation on  behalf  of  Spanish  conglomerate 
Acciona  Solar  Power.  He  has  devoted  his 
entire  30-year  career  to  solar  thermal 
energy,  a  century-old  idea  that  was  dis- 
missed as  quixotic  in  the  early  1990s,  after 
oil  and  gas  prices  collapsed.  With  fossil 
fuels  once  again  expensive,  Cohens  facility 
with  the  technology  is  in  demand.  "I  don't 
remember  taking  any  vacations  in  the  last 
20  years,"  says  Cohen. 

Photovoltaic  panels  use  the  sun's  pho 
tons  to  make  electrons  hop  around, 
producing  electrical  current,  while  solar 
thermal  uses  photons  to  move  whole 
molecules—that  is,  to  produce  heat. 
Since  it  requires  a  lot  of  land  and  copious 
sunlight,  in  the  U.S.  it  makes  sense  only 
in  sunbaked  deserts.  The  biggest  solar 
thermal  plant  ever  built  is  in  the  Mojave 
Desert  of  California  and  generates  80 
megawatts.  (The  biggest  single  photo- 
voltaic installation  produces  12 
megawatts.)  Solar  thermal  power  prices 
range  from  1 1  cents  to  15  cents  per  kilo- 
watt-hour, making  it  more  expensive  than 
natural  gas  generation  at  its  lowest  price, 
around  7  cents,  but  less  expensive  during 
peak  hours. 
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Nevada  Solar  One  uses  a  parabolic 
trough  design,  in  which  curved  mirrors, 
16  feet  from  top  to  bottom,  concentrate 
the  sun's  rays  onto  a  glass  tube  with  a  steel 
bar  at  its  center.  The  tube,  coated  with 
heat-trapping  layers  of  ceramics  and  met- 
als, cooks  a  surrounding  layer  of  oil  to  750 
degrees  Fahrenheit.  The  oil,  which  glows 
purplish  when  hot,  flows  to  an  adjacent 
power  plant,  where  it  boils  water  into 
steam  that  runs  a  turbine,  and  is  pumped 
back  to  do  it  all  over  again. 

Cohen,  56,  began  his  career  refining 
the  solar  thermal  process  at  Jerusalem's 
Hebrew  University  in  1977.  He  dramati- 
cally improved  the  heat-absorbing  coating 
wrapped  around  the  steel  bars,  which  is 
used  in  all  solar  thermal  plants  today. 

In  1985  Cohen  joined  Luz  Interna- 
tional, an  ambitious  developer  of  solar 


thermal  plants.  In  six  years  Luz 
built  nine  plants  in  the  Mojave, 
354  peak-megawatts'  worth  of 
generation,  but  it  struggled  to 
raise  money  to  finish  its  slate  of  AA 
projects.  When  the  government 
eliminated  subsidies  for  renewables 
in  1991,  Luz  ended  up  in  bankruptcy. 

Over  the  next  15  years  Cohen  lectured 
and  consulted.  In  1998  he  helped  start  a 
firm,  Solargenix,  with  an  updated  solar 
thermal  design  but  failed  to  attract  a 
backer.  "We  were  like  the  weirdos  in  the 
desert,"  says  Cohen.  "But  we  believed  in  it. 
I  took  it  upon  myself  to  keep  it  alive." 

By  2004  fossil  fuel  costs  and  renewable 
energy  mandates  inspired  Acciona  to  buy 
55%  of  Solargenix  for  an  estimated  $16 
million.  Acciona  financed  the  $266  mil- 
lion construction  cost  of  Nevada  Solar 


Cohen 

220,000  mirrors, 
64  megawatts 
in  Nevada 


One,  which  produces  electricity 
for  Nevada/Sierra  Pacific  Power. 

Cohens  ideas  keep  coming. 
He  dreams  of  building  giga- 
watt-size  plants,  of  shipping 
solar  thermal  power  to  the  cloudy 
Northeast  and  of  using  molten  salt 
to  store  energy  so  thermal  plants  can 
power  homes  at  night.  (Nevada  Solar  One 
is  only  for  daytime  peak  loads.)  He  envi- 
sions mirrors  in  space  that  can  soak  up 
sunlight  24  hours  a  day. 

Just  don't  drag  him  into  the  global 
warming  debate.  "I  don't  like  the  associa- 
tion with  green  guys,  hippies  trying  to 
save  the  planet.  That's  not  what  we  do,"  he 
says.  He  just  wants  to  provide  an  alterna- 
tive to  the  world's  diminishing  reserve  of 
fossil  fuels.  If  that  makes  for  a  cleaner 
environment,  fine.     — Claire  Cain  Miller 
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Beyond  Silicon 


|  F  DAVID  PEARCE  CAN  WORK  OUT 
the  kinks  in  his  production  line, 
his  company,  Miasole,  could  break 
Si  the  solar  industry's  dependence  on 
expensive  silicon.  Pearce's  is  one  of  the 
more  prominent  firms  pursuing  thin- 
film  solar  power,  a  technology  that 
replaces  those  silicon-based  panels  seen 
on  rooftops  around  the  world  with 
sheets  of  photovoltaic  film  made  from 
any  number  of  less  expensive  materials. 
Miasole's  modules  can  be  attached 
directly  to  roof  membranes  or  built  into 
composite  shingles.  Pearce  plans  to  sell 
them  for  20%  less  than  silicon  modules. 

Ah,  but  those  production  kinks.  In 
2004  Pearce  said  Miasole  would  begin  pro- 
duction in  2005;  in  October  2006  he  fore- 
cast the  company  would  have  $100  million 


in  revenue,  and  be  profitable,  by  the  end 
of  2007.  Yet  on  a  recent  visit  to  Miasole's 
Santa  Clara,  Calif,  factory,  the  two  pro- 
duction lines,  each  designed  to  crank  out 
25  megawatts  of  cells  a  year,  sat  idle. 
Pearce  ticks  off  a  list  of  technical  prob- 
lems that  have  slowed  things  down.  "We 
were  a  bit  naive  about  the  challenges,"  he 
sighs.  His  latest  prediction:  Miasole  will 
start  shipping  commercially  in  the  fourth 
quarter  this  year. 

Thin-film  technology  accounted  for 
just  11%  of  total  solar  production 
last  year.  Its  big  draw  is  its  low 
cost.  Thin-film  solar  uses  far  less 
semiconductor  material  than 
silicon  devices.  Its  cost  advan- 
tage has  increased  especially  with 
solar-grade  silicon  prices  up  four- 


earce 

Goal:  exotic 
thin-film  modules 
at  75  cents 
a  watt 


fold  since  2003.  Thin-film  player  First 
Solar  is  selling  its  modules  for  40%  less 
than  silicon  modules.  The  tradeoff  for  low 
cost,  however,  is  lower  efficiency.  On  aver- 
age, crystalline  silicon  converts  14%  to 
15%  of  the  sun's  light  into  electricity.  Thin- 
film  cells  are  at  just  under  10%. 

First  Solar,  the  most  successful  thin- 
film  company,  uses  a  compound  called 
cadmium  telluride.  Miasole  uses  a  slightly 
more  exotic  combination  of  copper,  in- 
dium, gallium  and  selenium,  or  CIGS,  that 
promises  higher  efficiency.  Pearce  chose 
to  work  with  CIGS  cells  in  hopes  that  his 
engineers  can  boost  efficiency  to  15%. 
That's  probably  more  than  other  thin 
films  can  deliver. 

Pearce,  58,  is  an  affable  guy  who 
founded  Miasole  in  2001  after 
nearly  two  decades  of  solving 
technical  challenges  at  smallish 
companies  that  produced  thin 
films  for  the  hard  disk  and  optical 
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When  it  comes  to  luxury  performance  cars,  people  who  know  are  stepping  up 
to  quiet,  smooth-riding,  Yokohama  ADVAN"  tires.  We  guarantee  you'll  love  them. 

Please  call  the  ADVAN  Premium  Service  Team  at  877-ADVAN77  to  find  out  | 
more  or  visit  us  now  at  yokohamatire.com/advan. 
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fiber  markets.  He's  got  battle  scars.  Three 
companies  he  started  entered  bankruptcy 
when  those  two  industries  imploded.  Since 
2004  Miasole  has  raised  $106  million  in  ven- 
ture capital  from  Kleiner  Perkins  Caufield 
&  Byers  and  12  other  firms.  Kleiner's  billion- 
aire partner  John  Doerr  sits  on  the  board. 

There  are  skeptics.  "Many  thin-film 
modules  are  likely  to  have  problems  when 
they  are  installed,"  says  Michael  Rogol,  man- 
aging director  of  Photon  Consulting,  which 
specializes  in  solar  issues. 

With  his  previous  companies,  "all  our 
competitors  said  it  would  never  work,"  Pearce 
recalls.  He  thinks  he'll  defy  them  again.  Even 
Pearce  admits,  "This  is  still  not  relatively  well- 
understood  material."      —Kerry  A.  Dolan 
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Forecast:  Cloudy  With  Strong  Chance  of  Sun 

Solar  could  boom  in  2015,  provided  its  costs  pull  even  with  retail  power  prices. 
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Crystal 
Craving 


A QUARTER  OF  THE  EARTH'S 
crust  is  silicon,  but  for  Tatsumi 
Maeda,  the  boss  of  Kyocera's 
solar  panel  unit,  getting 
enough  of  the  superabundant  material  is  the 
toughest  part  of  his  job. 

The  handful  of  silicon  refiners  making 
the  pure  form  that  Kyocera  needs  are  being 
inundated  with  orders  as  California's  renew- 
able power  subsidies  spark  a  solar  energy 
rush.  "In  the  past  three  years  probably  60  or 
70  new  companies  have  entered  the  market," 
estimates  Maeda,  at  the  Kyoto  offices  of  the 
world's  third-biggest  solar  panel  maker. 

Maeda,  a  54-year-old  ceramics  engineer 
with  a  set  of  solar  panels  on  his  roof  at  home, 
joined  Kyoceras  solar  business  two  years  ago. 
Two  months  later  calamity  struck.  Norway's 
wafer  manufacturer  Renewable  Energy 
Corp.  bought  a  key  silicon  supplier, 
Advanced  Silicon  Material,  and 
diverted  shipments  to  Kyo- 
cera's German  rival  Q-Cell. 
"It  took  us  by  surprise," 
admits  Maeda.  "We  built  a 
factory  able  to  produce  500 
megawatts  but  just  couldn't 
get  enough  silicon." 


760  megawatts 

installed, 
1 ,400  more  by 
2011 
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Q-Cell  leapfrogged  Kyocera  to  become 
the  second-biggest  panelmaker  behind 
Japans  Sharp.  Maeda,  then  deputy  manager, 
had  to  act.  He  went  to  Kyocera's  remaining 
suppliers  and  explained  that  when  the  solar 
boom  is  over,  fly-by-night  makers  will 
disappear,  but  Kyocera  will  still  be  around. 
"The  question  is,  'Who  do  you  want  as  a 
customer?'"  he  told  them.  They  agreed  to 
double  shipments,  and  Kyocera,  its  silicon 
craving  sated  for  now,  will  crank  out  500 
megawatts  of  panels  a  year  by  March  201 1. 


@@©©@ii©©oo© 

Last  year  production  was  180  megawatts. 

The  former  researcher,  however,  has 
become  thriftier  with  his  precious  silicon. 
Kyocera  has  boosted  its  yield  from  raw 
silicon  by  20%  in  the  last  couple  of  years 
by  more  carefully  cooling  down  the 
220-pound  crystalline  ingots  from  2,600 
degrees  Fahrenheit.  That  leads  to  fewer 
defects  and  less  waste.  The  other  way  to 
stretch  out  silicon  supplies  is  to  slice  thinner. 
An  ingot  cut  with  a  wire  saw  can  produce 
about  4,000  180-micron-thick  sheets,  about 


twice  the  diameter  of  a  human  hair. 

Maeda  is  keeping  an  eye  on  Toshishige 
Hamano,  his  rival  at  Sharp.  Hamano  will 
do  away  with  wire  saws,  he  says,  because 
"there's  a  limit  to  how  thin  you  can  cut 
with  them."  Instead  Sharp  will  do  as  tofu 
makers  do.  Bean  curd,  like  warmed  milk, 
leaves  a  skin  that  can  be  skimmed  off. 
Sharp  has  produced  50-micron  sheets  this 
way  and  is  also  experimenting  with  lasers 
to  slice  even  thinner  but  so  far  has  failed 
to  mass-produce  them.         — Tim  Kelly 


Sunny  Optimist 


HANS-MARTIN  ROTER,  41,  HAS  | 
dedicated  his  career  to  the 
sun.  As  a  mechanical  engi- 
neering student  at  the 
University  of  Munich,  he  teased  increas- 
ing amounts  of  electricity  from  solar  cells 
headed  into  orbit.  By  1996,  in  only  his  first 
year  in  business  installing  solar  panels  on 
German  homes,  his  company  had  won 
30%  of  the  northern  German  market. 

Now  Rirter's  Conergy  AG,  in  Hamburg, 
is  the  second-largest  solar  company  in  the 
world  by  revenue.  It  racked  up  $1  billion  last 
year,  thanks  to  a  sweet  combination  of  sub- 
sidies and  sophistication. 

The  German  government  in  2000  or- 
dered utilities  to  pay  homeowners  a  fixed 
rate  for  20  years  for  solar  power  sent  back 
into  the  public  grid.  But  every  year  the  rate 
drops  for  new  buyers  by  5%.  It  is  now  68 
cents  per  kilowatt-hour,  or  roughly  14 
times  what  it  costs  to  make  a  kwh  from  coaL 
The  forced  buying  has  made  Germany  the 
world's  solar  powerhouse,  with  2.5  gjgawatts 
installed  so  far  and  another  750  megawatts, 
or  more  than  five  times  2006  U.S.  demand, 
expected  to  be  installed  this  year.  Ruter 
thanks  George  Bush  for  beating  green- 


Hans-. 
Martin 


Completed  100,000 
projects  producing 
400  megawatts 


friendly  Al  Gore  in  2000.  Bush,  he 
quips,  gave  him  "four  to  five 
years  to  get  going"  in  the  U.S. 

After  raising  $14  million 
from  private  investors,  Conergy 
went  public  on  the  Frankfurt  ex- 
change in  March  2005.  Revenue  has 
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since  climbed  42%.  The  company  has 
pushed  into  26  countries,  including  Spain, 
Taiwan  and  the  U.S.,  where  it  has  about  10% 
of  the  solar  panel  market.  Conergy  also 
leaped  further  into  the  solar  cell  business  by 
building  a  $340  million  factory  in  the  for- 
mer East  German  city  of  Frankfurt  (Oder) 
that  by  next  year  will  transform  raw  silicon 
into  finished  panels  at  a  rate  of 200  megawatts 
a  year.  Riiter  calculates  it  will  make  panels 
cheaper  than  the  Chinese. 

Riiter  says  that  from  the  day  he 
started  Conergy  with  a  loan  from  his 
mother,  he  always  used  the  best  solar 
technology  available  and  engineered  his 
own  hardware  for  mounting  panels  and 
connecting  them  to  the  grid.  He  recruited 
an  insurance  company  to  make  loans  to 
customers,  secured  only  by  the  20-year 
string  of  forced  buying. 

A  homeowner  pays  $13,000  for  a 
typical  2-kilowatt  panel.  That  would  be  a 
bargain  if  the  sun  shone  all  the  time.  But 
in  Germany  the  panel  would  average  an 
output  of  only  1,800  kilowatt-hours  a  year, 
a  third  less  than  it  would  in  a  sunny  place 
like  Spain.  Figure  that  into  the  equation 
and  the  rooftop  generator  yields  an 
income  of  $1,200  a  year  to  start.  The 
income  stream  is  enough  to  pay  back  a 
4.5%  note  over  15  years. 

Tightening  solar  cell  supplies  have 
hurt  Conergy  s  margins.  Most  of  its  profit 
now  comes  from  constructing  large  solar 
power  plants  and  selling  them  to  debt- 
financed  shell  companies  set  up  solely  for 
the  purpose  of  locking  in  a  fixed  yield 
based  on  electricity  sales  to  utilities.  Con- 
ergy has  completed  40  of  these  projects, 
generating  55  megawatts. 

How  will  Riiter  s  business  survive  the 
planned  reductions  in  buying  rate?  He's 
banking  on  cost  declines  (that  silicon 
shortage  should  ease  next  year)  and 
increases  in  costs  of  the  fossil  fuel  juice 
he's  competing  with.  Sometime  in  the  next 
five  to  ten  years,  solar  fans  predict,  the 
cost  curves  of  solar  and  fossil  fuel  genera- 
tion will  cross  in  most  parts  of  the  world, 
and  solar  will  sell  itself  to  consumers  with- 
out a  subsidy.  "The  fundamental  base  is 
fantastic,"  Riiter  says.  "It's  never  been  so 
good."  — Daniel  Fisher 


A  Trick  of  the  Light 


FOR  CHRISTIANA  HONSBERG 
and  Allen  Barnett,  the  pot  of 
gold  isn't  at  the  end  of  the 
rainbow.  It's  in  ripping  the 
rainbow  apart  to  make  the  world's  most 
efficient  solar  cells. 

In  late  July  University  of  Delaware 
researchers  Honsberg,  40,  and  Bar-  1 1 
nett,  67,  set  a  world  record  for 
solar  efficiency,  converting 
42.8%  of  the  sun's  radiation  into 
electricity  with  their  prototype 
cell.  That's  almost  three  times  as  ' 
efficient  as  commercial  solar  cells. 


Allen 
Barnett  & 
Christiana 
Honsberg 

World's  most 
efficient  solar 
cell 


"We  think  we  can  do  50%,"  says  Barnett 
He  and  Honsberg  are  working  to  builc 
practical  devices  by  2010,  with  suppor 
from  the  U.S.  military  and  an  industria 
group  led  by  DuPont. 

The  first  crushing  problem  they  ain 
to  solve  is  lightening  a  soldier's  load 
Soldiers  are  walking  power  sup- 
plies, lugging  20  pounds  of  bat 
teries  that  last  barely  a  week 
Two  years  ago  the  Defensf 
Advanced  Research  Project: 
Agency  challenged  researcher: 
to  create  an  affordable,  recharge 
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Niall  FitzGerald  Inspires 
Business  Innovation 


By  Michael  Ron 


Reuters  Chairman 
Niall  FitzGerald  is 
a  different  kind  of 
global  business  leader. 

As  CEO  of  consumer  goods 
giant  Unilever  from  1996  to 
2004,  he  successfully  directed 
the  company's  metamorphosis 
into  a  leaner,  more  accountable 
organization  for  the  modern 
business  landscape.  He  also 

happens  to  be  an  Honorary  Knight  of  the  British  Empire, 
and  holds  numerous  other  international  honors  —  all  not 
that  unusual  for  a  captain  of  industry. 

However,  he  also  briefly  belonged  to  the  Communist 
Party  in  college,  asked  for  a  motorcycle  instead  of  a 
company  car  in  his  eady  career,  and  once  told  London's 
Sunday  Observer  that  he  was  "a  child  of  the  sixties  . . . 
drawn  to  the  hippie  culture  of  'make  love,  not  war.' " 

So  it's  not  surprising  that  this  brilliant  out-of-the-box 
thinker  is  known  for  his  global  perspective  and  advocacy 
of  corporate  risk  taking,  arguing  throughout  his  outstanding 
career  that  innovation  and  risk  are  "joined  at  the  hip,"  and 
that  a  good  leader  must  allow  some  chaos  in  order  to 
liberate  the  risk  taker. 

Born  in  Sligo  in  1945,  FitzGerald  earned  a  degree  in 
commerce  from  Dublin's  University  College.  In  1967  he 
took  a  job  with  Unilever,  where  he  worked  his  way  up  to 
CEO  through  a  variety  of  commercial  and  financial 
positions  in  several  countries.  He  left  the  company  in 
September  2004  and,  already  a  non-executive  director  at 
Reuters,  became  chairman  later  that  year. 

As  Unilever  CEO,  FitzGerald  closed  over  100  factories 
and  reduced  the  number  of  its  brands  by  over  80%.  Still,  he 


built  amazing  loyalty  and  esprit 
de  corps  among  his  employees 
while  creating  an  environment 
that  encouraged  risk  taking.  He 
even  went  as  far  as  to  say  that 
corporate  leadership  needed  to 
be  tolerant  of  the  occasional 
failure,  and  once  stated,  "One 
of  my  best  bosses  had  a 
philosophy  that  people  who 
didn't  make  enough  mistakes 
should  be  fired." 
FitzGerald  has  also  opined  that  in  order  for  an 
international  business  to  thrive,  it  needs  to  find  ways  to 
help  developing  nations  become  prosperous  and  wealthy, 
arguing  that  "consumer  is  citizen"  and  that  increasing 
return  on  capital  is  deeply  dependent  on  working  in 
alignment  with  a  society's  needs.  In  2006,  he  told  the 
London  Business  School  that  it  is  often  impossible  to 
determine  exactly  where  the  responsibility  of  business 
ends  and  the  role  of  governments  begins.  "This  nice,  neat 
dividing  line  that  people  think  they  can  find  between 
government  and  business  just  doesn't  exist,"  he  stated. 

Having  run  a  Unilever  division  in  South  Africa, 
FitzGerald  has  a  special  affinity  for  that  continent  and  its 
people,  and  considers  Nelson  Mandela  to  be  the  greatest 
leader  of  our  time.  In  fact,  he  is  chairman  of  the  Nelson 
Mandela  Legacy  Trust  and  sits  on  South  African  President 
Thabo  Mbeki's  International  Advisory  Council,  as  well  as  on 
the  boards  of  numerous  other  international  organizations. 

As  a  Great  Irish  Business  Mind,  Niall  FitzGerald  has 
nurtured  creative  thinking  wherever  he  has  gone,  improving 
the  bottom  line  in  concert  with  social  responsibility.  And  as 
he  has  proven  in  myriad  business  and  governmental  venues, 
thinking  out  of  the  box  isn't  a  luxury  —  it's  a  necessity. 
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able  solar  cell,  about  the  size  of  a  postage 
stamp,  which  could  crank  out  a  half- watt 
of  power. 

Honsberg  and  Barnett  were  eager  to  try; 
it  would  be  their  first  joint  project  in  almost 
20  years.  Honsberg  first  worked  on  solar  cells 
in  the  mid-1980s  as  an  undergraduate  at  the 
University  of  Delaware,  in  Barnett's  lab. 

After  earning  her  doctorate,  

she  wound  up  at  Australia's 
renowned  photovoltaics 
center  at  the  University  of 
New  South  Wales.  Barnett 
went  into  business,  spending 
14  years  running  solar  power 
company  AstroPower.  The 
company  fell  into  financial  turmoil.  Barnett 
resigned  and  returned  to  the  Newark,  Del. 
campus  in  2003.  A  year  later  GE  bought  the 
assets.  When  Barnett  went  looking  to  staff  up 
a  solar  research  program,  Honsberg  topped 
the  list  of  recruits. 

Honsberg  and  Barnett  knew  that  one 
of  the  most  efficient  solar  cell  designs  was 
a  sandwich  of  three  different  photovoltaic 
materials,  each  of  which  is  triggered  by  a 
different  wavelength  (or  color)  of  light. 

Splitting  Rainbows 
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But  to  make  those  photovoltaic  stacks 
researchers  must  force  the  crystal  struc- 
ture of  one  material  to  match  another — a 
difficult  and  costly  task. 

Why  struggle  with  single  structure, 
asked  Honsberg,  when  you  could  let  the 
constituent  parts  operate  independently? 
Honsberg  and  Barnett  proposed  a 
device  that  uses  a  concen- 
trator lens  to  focus  light. 
Another  device  splits  it 
into  colors  that  are  aimed 
at  the  various  photovoltaic 
materials.  High-energy 
(short-wavelength)  pho- 
tons are  absorbed  by  one 
compound  semiconductor;  mid-  and 
low-energy  photons  are  bounced  to  other 
solar  materials,  such  as  gallium  arsenide 
and  silicon.  They  figure  their  device  can 
use  as  many  as  six  materials,  and  they  can 
mix  and  match  from  among  the  best  or 
cheapest.  No  other  solar  cell  design  lets 
engineers  swap  different  materials  in  and 
out  to  balance  costs  and  efficiency,  points 
out  Douglas  Kirkpatrick,  the  Darpa  man- 
ager overseeing  the  project. 


energy  solar  cell 


Mirror 


The  Delaware  lab  has  built  a  few 
dozen  experimental  solar  cells;  they  can| 
be  from  1  to  10  square  centimeters. 
Wiring  about  three  dozen  together  into  ai 
module  would  be  enough  to  recharge  aj 
laptop.  Building  modules  is  the  agenda  for 
the  next  six  months.  Barnett  predicts  they 
will  be  10  to  20  percentage  points  more 
efficient  than  what's  on  the  market. 

Darpa  is  doubling  its  funding  for  the 
program.  With  corporate  dollars,  too,j 
the  three-year  program  will  have  a  $100 
million  budget.  "There's  no  technologi- 
cal reason  why  this  technology  couldn't 
scale  to  rooftops,"  says  Kirkpatrick.  But 
first  things  first:  The  Pentagon  wants 
solar-powered  flashlights  and  battle  gear. 

—Elizabeth  Corcoran 


Sunlight 


Positive  charges 


In  a  traditional  photovoltaic  cell 
(above)  the  sun's  energy  knocks  elec- 
trons away  from  positive  charges 
called  holes.  The  nature  of  the  semi- 
conductor prevents  the  two  from  re- 
combining  on  the  spot — the  electrons 
have  to  go  the  long  way  around, 
through  a  circuit  that  powers  a  load. 
University  of  Delaware's  experimental 
solar  cells  (left)  are  far  more  efficient 
because  they  use  as  many  as  six 
photovoltaic  materials  to  generate 
power.  Incoming  light  is  concentrated 
2Q  times  and  passes  through  a  high- 
energy-absorbing  material  (purple)  to 
a  mirror  that  splits  and  redirects 
medium  (green)  and  low  (red)  energy 
light  to  other  materials. 
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lage  ot  Bono,  musician, 
'  Louis  le  Brocquy. 

Election:  National  Gallery  of  Ireland. 
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Banking  Reboi 


Picking  his  spots:  Teisuke  Kitayama  looks  forw 


THE  CLACKETY  ESCALATORS, 
dusty  chandelier,  patched 
sofas  and  worn  carpets  at  the 
head  branch  of  Sumitomo 
Mitsui  Financial  Group  in 
Tokyo  are  reminders  of  diffi- 
cult days  for  Japans  third-biggest  bank.  Pres- 
ident Teisuke  Kitayama  is  looking  forward 
to  moving  out  of  his  dingy  offices  above  the 
tellers  and  into  snazzy  new  headquarters  up 
the  road  in  three  years.  "It  will  be  much 
brighter,"  he  says  with  glee  while  sitting  in 
a  sumptuous  but  dated  leather  armchair. 
Brighter,  too,  may  be  Sumitomo  Mitsui's 


prospects  as  a  reborn  multinational.  Like  its 
two  fellow  Japanese  megabanks,  Mizuho  and 
Mitsubishi  UFG,  Kitayama's  institution  is 
returning  to  the  global  financial  stage.  But  un- 
like those  larger  brethren,  Sumitomo  Mitsui 
is  restricting  its  visible  expansionism  to  the 
new  office  building  in  the  Otemachi  district. 

Instead  of  competing  on  multiple  plat- 
forms with  the  universal  banks  of  the 
West,  and  looking  to  regain  honor  for 
Japan  in  the  underwriting  tournaments, 
Kitayama  is  targeting  niches,  such  as 
financing  oil  drilling  and  lending  to  ship- 
builders, where  he  can  best  serve  his  client 


Remodel 

Sumitomo  Mitsui  is  back 
on  its  feet.  But  Japan's 
megabanks  won't  run 
circles  around  the  global 
competition.  By  Tim  Kelly 


industrial  base.  His  bank  had  $4  billion  ir 
gross  profit,  defined  as  income  frorr 
operations,  before  administrative  cost: 
and  bad-loan  writeoffs  and  provisions,  ir 
the  three  months  ended  June  30.  That's  £ 
24%  jump  from  the  same  period  last  year 

Sumitomo  Mitsui's  return  on  assets  foi 
the  last  fiscal  year,  at  0.48%,  was  middling 
for  the  Japanese  megabanks  and  half  tha 
of  some  big  U.S.  banks. 

The  Kitayama  strategy  is  part  of  th< 
long  haul  back  for  the  pair  of  bank 
(Mitsui  was  then  known  as  Sakura)  tha 
were  merged  to  form  Sumitomo  Mitsu 
following  a  government  rescue  in  the  latt 
1990s.  The  combined  bank  has  had  tc 
make  do  with  beat-up  furniture  and  fit 
tings  for  almost  a  decade  because  i 
hasn't  had  the  cash  to  modernize 
Japan's  asset  bubble  collapsed  in  1991 
leaving  legions  of  borrowers  unable  tc 
repay  their  debts. 

Kitayama,  61,  joined  Mitsui  Ban! 
fresh  out  of  university  38  years  ago.  H< 
winces  as  he  recalls  the  surge  in  bac 
loans  that  almost  overwhelmed  his  banl 
as  land  and  stock  prices  plummeted 
"Nobody  expected  such  an  impact,' 
he  says. 

Last  October  Sumitomo  Mitsui  mad< 
the-last  installment  of  $15  billion  in  repay 
ments  of  the  emergency  public  funds  i 
got  in  1998.  After  much  political  resist 
ance  taxpayers  forked  over  $60  billion  tc 
save  Japan's  lenders. 

Mizuho  and  Mitsubishi  UFG  are  simi 
larly  products  of  rescue  and  consolidation 
After  years  of  near- zero  wholesale  rates  or 
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Banking  Rebound 


money  borrowed  from  the  Bank  of  Japan, 
the  biggest  banks  are  back  on  their  feet,  if 
still  a  bit  winded.  They  haven't  yet  had 
their  long  term  unsecured  credit  ratings 
raised  back  to  the  blue  chip  levels  of  com- 
parable Western  institutions,  inhibiting 
expansion.  Yet  all  three  megabanks  want 
to  reach  into  richer  overseas  markets,  par 
ticularly  the  U.S.,  where  fees  are  fattest 
Kitayama  reckons  not  all  will  make  the 
global  banking  elite:  "Probably  one  or  two 
banks  will  be  recognized  as  the  more  out 
standing  players." 

His  rival  at  Mizuho  Corporate  Rank 
unit  president  Hiroshi  Saito,  is  pretty  sure 
that  Sumitomo  Mitsui  won't  he  one  of 
them  Sumitomo  Mitsui  is  third,  and  its 
overseas  business  is  limited  It  took  a  long 
time  to  deal  with  its  bad  debts,  and  [it] 
went  through  a  lot  of  restructuring,"  says 
Saito  from  his  own  hide  covered  arm- 
chair, beneath  Bernard  Ruffet  paintings 
bought  by  the  bank  during  the  bubble  era 

The  picture  he  paints  of  Sumitomo 
Mitsui  has  some  truth  It  generates  less 
revenue  overseas  than  either  of  its  two 
biggest  domestic  rivals  It  has  23  foreign 
branches  and  offices,  compared  with  40 
for  Mizuho  and  more  than  100  for  Mit- 
subishi UFG.  The  tier  one  capital  ratio  at 
Kitayamas  bank,  a  key  measure  of  finan 
cial  strength  and  an  indicator  of  how 
much  it  could  invest  expanding  abroad, 
was  6.4%  in  March.  At  Mizuho  it  was  7% 
and  at  Mitsubishi  UFG  7.6%  Citigroup  in 
the  U.S.,  the  world's  largest  bank  (it  was 
exceeded  briefly  in  assets  by  the  new  Mit- 
subishi UFG),  is  at  7.9%. 

Nobuo  Kuroyanagi,  president  of  Mit- 
subishi UFG,  dismisses  both  Sumitomo 
and  Mizuho  as  serious  rivals.  "If  you  look 
at  it  in  terms  of  network,  the  number  of 
branches,  the  amount  of  business  with 
Japanese  firms  overseas,  its  one  company 
against  the  other  two,"  he  boasts  from  the 
banks  headquarters  in  Tokyo,  near  both 
Sumitomo  and  Mizuho.  He  has  i  soft 
leather  armchair,  too. 

Yet  big  as  they  are  on  paper,  the  Japan 
ese  megabanks  ceded  huge  swaths  of  busi 
ness  while  they  licked  their  wounds 
Among  mergers  and  acquisitions  an- 
nounced in  the  first  quarter  of  this  year, 
Cioldman  Sachs  was  picked  as  an  adviser 
in  $319  billion  of  transactions,  according 


to  a  tabulation  by  Thomson  Financial 
IPMorgan  Chase  followed  with  $256  bil 
lion.  Morgan  Stanley  $245  billion  and  Citi 
$242  billion. 

The  highest-ranked  Japanese-adviser 
was  Mizuho.  It  landed  in  24th  place  as 
adviser  m  transactions  totaling  $12  bil 
lion  Given  the  size  of  the  [  Japanese! 
institutions,  it's  quite  remarkable  how 
domestic  they  are,"  notes  David  Thread 
gold,  head  of  research  at  Fox  Pitt  Kelton, 
who  has  followed  them  for  two  decades 

In  their  home  market,  too,  they  are 
losing  out  to  foreign  competition  for  cor 
porate  business.  How  far  was  highlighted 
last  year  when  lapan  Tobacco  passed  them 


Bigger  But  Smaller 


In  the  1980s  Japan  had  the  world's 
largest  banks.  Now,  though  merged, 
those  institutions  trail  Western  rivals. 

JAPANESE  BANKS 

ASSETS 
(SBIL) 

MARKET 
VALUE 
(SBIL) 

Mizuho  Financial 

$1,300 

S69 

Mitsubishi  UFG 

1,561 

109 



Sumitomo  Mitsui 

836 

65 

OTHERS 

Citigroup 

2,221 

242 

Bank  of  America 

1,534 

215 

HSBC  Holdings 

2,150 

216 

All  figures  are  in  U.S.  dollars.  Market  value 
as  of  Aug.  8.  Sources:  FT  Interactive  Data 
and  Worldscope  via  FactSet  Research 
Systems;  Bloomberg  Financial  Markets. 

over  in  a  $19  billion  financing  deal  to  buy 
U.K  cigarette  maker  Gallaher  The  former 
state  monopoly,  which  still  counts  the 
government  as  its  main  shareholder, 
instead  picked  Merrill  Lynch  as  adviser. 

In  the  first  three  months  of  the  year 
Citigroup  won  more  M&A  advisory  busi- 
ness in  Japan  than  Mizuho,  Mitsubishi  or 
Sumitomo  Mitsui  Kitayamas  financial 
group  doesn't  even  have  an  in  house  secu- 
rities company;  it  instead  owns  a  40% 
stake  in  a  domestic  |oint  venture  with 
Daiwa  Securities  And  unlike  the  other 
two  banks  it  isn't  listed  on  the  New  York 
Stock  Exchange. 

Citigroup  is  betting  big  on  Japan.  It  is 
the  only  foreign  financial  company  to 
have  a  locally  incorporated  unit.  In  April  it 
paid  $10  billion  for  securities  company 


Nfikko  (  ordial  and  is  doubling  its  retai 
outlets  to  200  over  the  next  few  years.  It's  z 
lot  different  from  2004,  when  Japan? 
financial  regulator  forced  Citi  to  shutter  it' 
private  banking  business  accusing  th< 
I'S.  bank  of  underplaying  the  risk  o 
financial  products  it  sold 

But  if  butting  heads  with  the  Westen 
titans  is  a  tall  order,  Kitayama  thinks  h< 
has  a  better  idea.  "We  do  not  intend  to  dr 
so-called  all  round  products.  Instead  w< 
will  be  focusing  on  products  as  one  of  th< 
major  players  in  the  marketplace.'  ht 
explains,  likening  his  bank  to  the  U.K.' 
Royal  Bank  of  Scotland,  which  has 
strong  domestic  retail  base  and  specialize! 
overseas  operations  In  lune  last  yeai 
Sumitomo  opened  a  project  finance 
branch  in  Houston  followed  by  an  offic< 
in  Dubai  close  to  the  Mideast  oil  fields. 

'Those  are  the  niches  where  they  hav< 
business,"  notes  Graeme  Knowd,  a  banl 
analyst  at  CSLA  in  Tokyo.  With  its  origir 
as  part  of  the  Sumitomo  and  Mitsui  con 
glomerates.  whose  interests  include  oi 
prospecting,  mining,  shipbuilding  anc 
civil  engineering,  the  bank  has  long  expe 
rience  financing  large-scale  projects. 

Success  in  Sumitomo's  narrow  scop< 
of  business  is  unlikely  to  make  the  Japan 
ese  bank  a  household  name  in  the  U.S 
And  both  Mizuho  and  Mitsubishi  UFC 
can  point  to  milestones  of  their  owr 
abroad  Mizuho,  now  registered  in  th< 
U.S.  as  a  financial  holding  company 
bested  Citigroup,  HSBC  and  other  westen 
outfits  to  be  named  the  sole  adviser  for  < 
$6  billion  project  to  widen  the  Panam; 
Canal  Mitsubishi  is  the  only  Japanes< 
lender  with  a  successful  major  U  S 
subsidiary,  holding  a  two-thirds  stake  ii 
Union  Bank  of  California. 

Yet  Kitayamas  decision  to  steer  clea 
of  the  cutthroat  M&A  market  may  provi 
wise.  Merrill  Lynch  bank  analyst  Yoshi 
nobu  Yamada,  although  cautioning  tha 
profit  measures  among  (apan's  big  threi 
reflect  differing  accounting,  finds  that  "ii 
the  common  sense  SMFG  seems  the  mos 
profitable  among  the  megabanks" 

Fox- Pitt  Kelton's  Threadgold  say: 
Sumitomo's  toe-dipping  "is  a  refreshing 
degree  of  self  awareness  on  their  part  " 

Just  think  of  all  the  new  furniture  ; 
full  on  plunge  would  take.  F 
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THE  INDIAN  SCHOOL  OF  Busi- 
ness in  Hyderabad  opened  its 
doors  in  2001  with  a  class  of  128 
students.  Six  years  later  it  has 
423  students  in  its  full  time, 
one-year  postgraduate  business  program 
It's  quite  a  draw  for  B  school  applicants  in 
Asia,  attracting  more  of  them  (as  meas- 


ured by  the  number  that  have  sent  in  their 
admission  test  scores)  than  any  other 
school  on  the  planet  outside  Harvard  This 
year  the  Hvderabad  school's  graduating 
class  attracted  job  offers  from  McKinsey 
&  Co.,  Infosys  Technologies  and  Deutsche 
Bank. 

Like  so  many  things  American-made, 


the  hallowed  M  B  A  is  now  facing  stiff 
competition  overseas  in  the  form  of 
cheaper  and  shorter  business  school 
degrees.  Tuition  at  the  one-year  Indian 
School  of  Business  is  S40.00  versus 
S79,000  for  Harvard's  two-year  program 
But  the  opportunity  cost,  in  lost  wages, 
of  the  12  month  Indian  program  is 
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materially  less  than  that  of  a  two-year  U.S. 
program.  According  to  the  Graduate 
Management  Admissions  Council,  which 
administers  the  GMAT,  81%  of  the  3,710 
new  graduate  management  programs 
introduced  worldwide  in  the  last  ten  years 
showed  up  outside  North  America. 

The  global  challenge  especially  con- 
fronts the  nation's  oldest  B-school,  the 
University  of  Pennsylvania's  Wharton 
School  of  Business,  ranked  number  five 
on  our  list  of  U.S.  business  schools  (seep. 
102).  In  overseas  presence  Wharton  is 
noticeably  lagging  behind  its  U.S.  com- 
petitors Many  either  have  partnerships 
with  foreign  schools  or  operate  their 
own  campuses  abroad. 

So  it  was  no  surprise  that  when  he 
was  appointed  Wharton  dean  in  July, 
Thomas  S.  Robertson,  64,  stated  that 
"creating  a  larger  global  footprint"  for 
the  school  is  a  priority.  An  expert  in 
marketing  strategy  and  competitive 
behavior  with  a  Ph  D  from  Northwest- 
ern University,  Robertson  was  a  profes- 
sor and  head  of  the  marketing  depart 
ment  at  Wharton  from  1971  to  1994 
before  developing  international  pro- 
grams at  Emory  University  (where  he 
was  also  dean  of  its  Goizueta  Business 
School)  and  at  the  London  Business 
School.  A  Scottish  native,  Robertson 
came  to  the  U.S.  at  the  age  of  12  and 
holds  both  U.S.  and  European  Union 
passports. 

Wharton,  which  received  6,200 
applications  last  year  (second  to 
Harvard's  6,700),  is  no  stranger  to  glob- 
alism.  Its  classes  typically  draw  40%  of 
students  from  outside  the  U.S.;  the  class 
of  2008  hails  from  70  nations.  Addition- 
ally it  helped  establish  business  schools 
in  Singapore,  India  and  Thailand  and 
also  runs  student  exchange  programs 
with  Insead  (ranked  number  two  in 
one  year  foreign  programs).  Insead  is 
the  only  M.B.A  program  to  have  full- 
fledged  campuses  on  two  continents — 
one  in  Fontainebleau,  France  and  the 
other  in  Singapore. 

But  highly  sought-after  foreign  stu- 
dents have  other  choices  these  days. 
Look  at  Bilal  Khan,  26,  who  this  May 
began  a  two  year  program  that  will  give 


him  a  Wharton  M.B.A.  along  with  an 
M.A.  from  Penn's  School  of  Arts  &  Sci- 
ences. Khan  was  born  in  Pakistan  and 
divided  his  grammar  and  high  school 
years  among  Saudi  Arabia,  Switzerland 
and  Florida.  He  speaks  Urdu,  Arabic, 
French  and  English.  As  part  of  the 
school's  summer  program,  Khan  spent  a 
month  in  Egypt  and  two  weeks  in 
Dubai,  where  he  attended  meetings  with 
corporate  and  government  officials, 
including  Farouk  al-Okdah,  a  Wharton 
alumnus  and  governor  of  the  Central 
Bank  of  Egypt. 

Khan  was  offered  a  summer  intern 
ship  on  the  spot  in  a  private  equity  firm 
in  Dubai.  He  considered  staying  in  the 
region  and  leaving  Wharton.  "It  is  very 
easy  to  get  isolated  here  in  the  U.S.,"  he 
says.  "Even  with  my  family  connections, 
I  did  not  know  the  extent  to  which 
development  was  happening  over  there." 

Khan  decided  to  stay  in  Wharton's 
class  of  2009.  But  if  the  next  cosmopol- 
itan candidate  like  him  looks  abroad  for 
a  school,  that  could  be  because  the 
fastest  economic  growth  is  not  happening 
anywhere  near  Wharton's  Philadelphia 
campus.  It's  happening  in  Brazil,  Russia, 
India,  China  and  nations  in  the  Middle 
East.  The  multinational  companies  rush- 
ing into  those  hot  spots  are  quite  happy  to 
hire  an  M.B.A.  graduating  from  a  pro- 
gram of  12  to  18  months,  as  opposed  to 
the  two  years  for  a  full-time  M.B.A.  from 
a  U.S.  school. 

This  September  the  London  Business 
School  will  bring  its  first  class  of  75  or  so 
students  into  its  own  branded  Dubai- 
London  executive  M.B.A.  program.  The 
class  draws  from  27  nations.  Tuition  for 
the  16  months  of  study  is  $80,000. 
"Dubai  currently  lacks  a  world-class 
business  degree  qualification.  So  we 
have  first-mover  advantage,"  says  the 
deputy  dean  of  programs,  Zeger 
Degraeve. 

The  University  of  Chicago's  B- 
school  operates  campuses  in  London 
and  Singapore,  where  180  students  are 
admitted  each  year.  The  international 
curriculums  run  for  21  months,  for 
which  tuition  is  up  to  $1 20,000.  Chicago 
is  now  contemplating  offering  its  full 
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YOU  NEED  BRAINS 
TO  GET  AN  MBA. 
YOU  NEED  TO  USE  ALL  OF  IT 
TO  GET  AN  MBA  AT  HEC. 


Getting  an  MBA  at  HEC  takes  more  than  intelligence 
and  hard  work  tt  takes  the  kind  of  charaeter-buiktirvg 
experiences  that  prepare  you  to  take  a  leadership 
rote  in  the  business  world.  HEC  specializes  in  building 
character.  We  focus  on  bringing  out  the  very  best  in 
each  individual.  Everything  is  optimized  Rom  the 
number  of  students  and  the  international  mix  to  the 
course  length  itself:  a  businesslike  16  months.  An 
MBA  from  HEC  will  show  the  world  that  you  have  a 
brain  and  you  know  how  to  use  it  to  the  fullest.  That 
you  are  one  of  a  kind,  not  one  of  many. 

www.mba.hec.edu 


HEC.  THE  MBA  THAT  BUILDS  CHARACTER. 
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BEST  BUSINESS  SCHOOLS 


Class  of  2002 

Class  of  2008 

RANK  SCHOOL 

c  VPAD 

TOTAL1 
($THOU) 

MP.  A  f^AIM 
IVIDM  UHllM 

AS  %  OF 
EXPENSES2 

VC  ADC 

TO 
PAYBACK 

SALARY 
PRE-MBA  2006 
($THOU)  ($THOU) 

TUITION3  GMAT 
(STHOU)  SCORE 

1 

Dartmouth  (Tuck) 

$115 

66% 

3.6 

$60 

$180 

$84 

710 

2 

Stanford 

102 

54 

3.7 

72 

200 

87 

720 

3 

Harvard 

94 

48 

3.9 

75 

200 

79 

707 

4 

Virginia  (Darden) 

,  94 

63 

3.5 

56 

149 

83 

680 

5 

Pennsylvania  (Wharton) 

82 

44 

3.9 

65 

196 

82 

710 

6 

Columbia 

81 

47 

3.9 

61 

188 

84 

706 

7 

Chicago 

81 

44 

4.0 

65 

199 

84 

710 

S 

Yale 

80  52 

3.7 

52 

150 

82 

710 

9 

Northwestern  (Kellogg) 

78 

45 

3.9 

60 

170 

85 

710 

10 

Cornell  (Johnson) 

78 

49 

3.6 

56 

145 

79 

690 

11 

NYU  (Stem) 

78 

46 

4.0 

60 

198 

81 

700 

12 

Duke  (Fuqua) 

76 

48 

3.6 

51 

130 

81 

710 

13 

UC  Berkeley  (Haas) 

75 

54 

3.5 

59 

148 

75 

710 

14 

Texas-Austin  (McCombs) 

75 

62 

3.4 

50 

125 

71 

670 

15 

UNC  (Kenan-Flagler) 

75 

55 

3.4 

51 

121 

77 

660 

16 

Iowa  (Tippie) 

74 

85 

3.0 

35 

95 

47 

650 

17 

MIT  (Sloan) 

72 

42 

3.8 

56 

159 

90 

710 

18 

Brigham  Young  (Marriott) 

71 

83 

3.0 

36 

93 

34 

640 

19 

Michigan  State  (Broad) 

70 

67 

3.2 

40 

102 

51 

640 

20 

Carnegie  Mellon  (Tepper) 

69 

46 

3.5 

48 

119 

87 

700 

21 

UCLA  (Anderson) 

69 

48 

3.7 

56 

143 

73 

710 

22 

Texas  A&M  (Mays) 

69 

75 

3.1 

41 

104 

37 

643 

23 

Emory  (Goizueta) 

68 

46 

3.6 

52 

126 

73 

690 

24 

Tennessee 

66 

70 

3.2 

38 

92 

48 

600 

25 

Georgetown  (McDonough) 

66 

47 

3.7 

48 

128 

73 

677 

26 

Indiana  (Kelley) 

66 

53 

3.4 

50 

109 

58 

650 

27 

Wisconsin-Madison 

64 

54 

3.5 

48 

108 

52 

660 

28 

Minnesota  (Carlson) 

63 

54 

3.7 

47 

109 

65 

641 

29 

Penn  State  (Smeal) 

62 

56 

3.4 

46 

105 

56 

660 

30 

Ohio  State  (Fisher) 

58 

50 

3.5 

45 

97 

67 

680 

31 

Wake  Forest  (Babcock) 

58 

48 

3.6 

43 

107 

63 

650 

32 

Vanderbilt  (Owen) 

56 

40 

3.8 

48 

110 

74 

642 

33 

USC  (Marshall) 

53 

37 

4.0 

50 

140 

78 

690 

34 

Georgia  Tech 

51 

49 

3.6 

42 

110 

54 

670 

35 

Maryland  (Smith) 

50 

41 

3.8 

49 

119 

48 

650 

36 

Washington  U-St  Louis  (Olin) 

50 

36 

3.8 

45 

99 

74 

650 

37 

Rollins  (Crummer) 

47 

56 

3.7 

23 

81 

54 

580 

38 

Washington 

47 

51 

3.7 

44 

110 

50 

679 

39 

Purdue  (Krannert) 

44 

35 

3.8 

46 

96 

63 

660 

40 

Notre  Dame  (Mendoza) 

39 

30 

4.1 

45 

115 

69 

680 

41 

Rochester  (Simon) 

39 

26 

4.1 

48 

125 

74 

680 

42 

SMU  (Cox) 

37 

28 

4.1 

45 

111 

69 

640 

43 

Arizona  (Eller) 

35 

38 

3.8 

40 

78 

51 

630 

44 

Tulane  (Freeman) 

35 

27 

4.1 

48 

108 

64 

655 

45 

UC  Irvine  (Merage) 

32 

27 

4.1 

50 

110 

74 

660 

46 

Missouri  (Crosby) 

31 

41 

4.0 

32 

92 

43 

624 

47 

Boston  College  (Carroll) 

30 

27 

4.3 

45 

108 

61 

645 

48 

Rice  (Jones) 

30 

21 

4.4 

50 

128 

64 

640 

49 

William  &  Mary  (Mason) 

29 

25 

4.2 

45 

105 

63 

600 

50 

SUNY  Buffalo 

27 

39 

4.0 

29 

72 

23 

595 

Five-year  figures  are  before  taxes  and  adjusted  for  time  value  of  money.  'Five-year  total  compensa- 
tion after  graduation,  minus  the  sum  of  tuition  and  forgone  compensation.  2M.B.A.  profits 
divided  by  the  sum  of  tuition  and  orgone  compensation.  Total  tuition  for  out-of-state  students. 


time  M.B.A.  students  the  opportunity  to 
pursue  coursework  in  London  and  Sin- 
gapore. "We  think  that  this  need  toj 
develop  leaders  who  can  operate  in  lots 
of  different  settings  is  growing,"  says- 
Dean  Edward  Snyder. 

A  joint  venture  is  the  other  way  to  go 
global.  Columbia  Business  School  and 
London  Business  School  offer  a  20 
month  executive  program  (price 
$126,000)  aimed  at  midlevel  to  senior 
executives  whose  education  is  being  paid 


Dartmouth's  Tuck  School  of  Business  ranks 
No.  1  again  as  the  top  U.S.  school. 


Behind  the  Rankings 

Our  rankings  of  business  schools  are 
based  on  the  return  on  investment 
that  graduates  of  the  class  of  2002 
received.  We  sent  surveys  to  18,500 
alumni  of  102  M.B.A.  programs 
around  the  world  and  heard  back 
from  22%  of  them.  For  U.S.  pro- 
grams, only  two-year  programs  were 
eligible.  We  asked  alumni  for  their 
pre-M.B.A.  salaries  as  well  as  compen- 
sation figures  for  three  of  the  first 
five  years  after  getting  their  degrees. 
We  compared  their  post-M.B.A. 
compensation  with  their  opportunity 
cost  (tuition  and  forgone  salary  while 
in  school)  and  what  they  would  have 
made  had  they  stayed  in  their  old 
jobs.  We  adjusted  for  cost-of-living 
expenses  and  discounted  the  earnings 
gains,  using  a  rate  tied  to  money 
market  yields.  For  an  expanded  ver- 
sion of  these  tables  and  to  calculate 
your  own  return  on  investment,  visit 
www.forbes.com/bschools. 

— Kurt  Badenhausen 
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The  Top  Foreign  Business  Schools 


The  top  one-year  foreign  school,  IMO. 

for  by  an  employer  Students  alternate 
monthly  between  New  York  and  London 
classrooms  "Your  executive  M  B. A  s 
become  your  cheerleaders,"  says  Dipak 
Jain,  dean  of  Northwestern's  Kellogg 
School  of  Management,  which  has  four 
joint  executive  M.B.A.  programs  with 
international  universities.  "If  they  like 
our  program,  they  will  send  people  to  it 
and  hire  people  from  it" 

Robertsons  strategy  is  to  start  with 
what  he  calls  "points  of  presence"  to 
reach  international  markets  "This  is 
where  you  say  we're  not  quite  ready  to 
go  in  and  build  a  campus  and  offer 
degrees,  but  we're  going  to  go  to  Mum- 
bai,  Dubai  or  Shanghai,  as  an  example, 
and  go  in  and  hang  the  Wharton  ban- 
ner," said  Robertson.  That  means  fisrv 
ing  for  students,  talking  to  alumni  and 
raising  money.  If  interest  develops, 
Wharton  might  run  some  courses  there. 

But  Robertson  is  cautious  about 
going  further — say,  with  partnerships. 
He  worries  about  finding  enough  faculty 
members  willing  to  travel  frequently. 
Plus  there's  the  possible  loss  of  stature 
and  control  in  joining  with  another 
institution.  "I  think  the  faculty  wants  to 
fly  under  the  Wharton  banner,  not  a 
dual  one,"  he  says. 

Still,  change  is  afoot.  Robertson's  first 
order  of  business  was  appointing  David 
C.  Schmittlein,  a  faculty  member  at 
Wharton  since  1980,  as  the  school's  first 
vice  dean  of  global  initiatives  and  brand 
ing.  If  Wharton  eventually  sets  up 
overseas,  Robertson  underscores  that  it 
will  be  "predominantly  a  U.S.  educa- 
tion—because that  is  what  people  are 
looking  for."  F 


C 

lass  of  2002 

Class  of  20081 

RANK  SCHOOL/COUNTRY 

5- YEAR  MBA  GAIN 
TOTAL2     AS  %  OF 
(STHOU)  EXPENSES3 

YEARS 

TO 
PAYBACK 

SALARY 
PRE-MBA  2006 
(STHOU)  (STHOU) 

TUITION"  GMAT 
(STHOU)  SCORE 

TWO-YEAR  PROGRAMS 

1  lESE/Spain 

$105 

55% 

3.6 

$43 

$170 

$81 

676 

2   London/U  K 

94 

54 

3.5 

59 

173 

78 

680 

3  Manchester/UK. 

82 

73 

3.3 

29 

115 

59 

630 

4  York  (Schulich)/Canada 

65 

58 

3.6 

32 

116 

53 

660 

5  Ipade/Mexico 

62 

99 

3.2 

19 

80 

30 

NA 

6  Australian  GSOMs/Australia 

59 

32 

4.0 

43 

157 

41 

635 

7   British  Columbia  (Sauderp/Can 

56 

55 

3.3 

35 

97 

34 

618 

8  Esade/Spain 

53 

44 

3.7 

27 

107 

69 

650 

9  Ceibs/China 

50 

174 

2.5 

9 

46 

28 

680 

10  HEC  Paris'/France 

34 

21 

4.3 

43 

116 

50 

660 

ONE-YEAR  PROGRAMS 

1  IMD/Switzerland 

169 

167 

2.0 

70 

183 

45 

685 

2  Insead/France  &  Singapore 

145 

103 

•2.7 

67 

193 

58 

701 

3  Cambridge  (Judge)/U.K 

139 

172 

2.2 

55 

150 

56 

694 

4  Instituto  de  Empresa/Spain 

128 

140 

2.1 

36 

152 

61 

680 

5  Cranfield/U  K 

123 

101 

2.8 

53 

184 

53 

650 

Five-year  figures  are  before  taxes  and  adjusted  for  time  value  of  money.  NA.  Not  available.  Tuition  and 
GMAT  for  one-year  programs  are  for  Class  of  2007,  except  Cranfield  2Five-year  total  compensation  after 
graduation,  minus  the  sum  of  tuition  and  forgone  compensation  !M.B.A.  profits  divided  by  the  sum  of 
tuition  and  forgone  compensation  "Total  tuition  for  out-of -country  students  sProgram  less  than  2  years 


COLLABORATES 


to  gain  new  perspectives 

across  continents 

to  create  the  next  big  thing 

to  surprise  the  competition,  yet  again 

to  do  what's  right,  not  what's  easy 


Duke  University's  Fuqua  School  of  Business  educates  leaders  at  all  stages  of 
their  careers.  Whether  you're  a  full-time  MBA  student,  a  professional  earning 
an  executive  MBA  to  accelerate  your  career,  or  part  of  a  team  in  an  executive 
education  program,  you'll  gain  a  broader,  more  global  perspective  through 
an  innovative  curriculum  and  instruction  by  a  top  research  faculty 


DUKE 


THE  FUQUA 

SCHOOL 
OF  BUSINESS 


DAYTIME  MBA 


EXECUTIVE  MBA 


fuqua  duke  edu 


EXECUTIVE  EDUCATION 
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Their  Day  in  Court 

Some  lawsuits  brought  by  people  representing 
themselves  are  wacky.  But  companies  have  to 
defend  them  all  By  Kai  Falkenberg 


AMANDA  AJULUCHUKU 
sought  $5  billion  in  dam- 
ages when  she  sued  Bank  of 
America  in  North  Carolina 
in  2005.  Her  claim:  The 
bank  lost  a  $200  check,  causing  her  to 
suffer  "panic  and  anxiety  attacks,  severe 
dizzy  spells,  headaches,  and  cold  chills." 
Her  rambling  complaint  described, 
among  other  things,  her  fiances  marriage 
proposal,  her  love  of  hotels  and  her  intent 
to  use  the  proceeds  of  the  lawsuit  "to  cater 
to  the  needs  of  the  underprivileged  chil- 
dren globally." 

The  bank  made  the  mistake  of  failing 
to  respond  to  the  suit  promptly,  opening  it 
to  an  adverse  judgment.  So  it  settled  for 
$3,000.  But  Ajuluchuku  didn't  go  away. 


She  sued  the  bank  three  more  times  in 
three  different  states — claiming  that  when 
she  tried  to  cash  the  settlement  check,  she 
was  thrown  out  of  the  bank  and  subjected 
to  other  "acts  of  discrimination,  contempt 
and  terrorism." 

Ajuluchuku  has  filed  at  least  219  suits 
in  federal  courts  around  the  country  over 
the  past  four  years.  Don't  blame  ambu- 
lance-chasing lawyers  for  this.  She  repre- 
sents herself.  In  an  e-mail  to  FORBES  she 
explains  that  she  filed  multiple  suits 
against  Bank  of  America  because  the 
wrongs  occurred  in  different  cities. 

Some  27%  of  all  federal  suits,  and  54% 
of  appeals,  are  filed  by  people  representing 
themselves.  In  the  early  1990s  cases  in 
which  the  plaintiff  acted  as  his  own  lawyer 


("pro  se,"  in  courthouse  lingo)  accounted 
for  21%  of  suits  filed  in  ten  federal  district 
courts.  In  California  state  courts  the  num- 
ber of  self- represented  litigants  has  tripled 
over  the  past  20  years,  according  to  HALT, 
a  legal  reform  organization. 

Some  pro  se  litigants  have  solid 
claims,  some  don't.  A  significant  fraction 
of  them  are  nuts  (none  of  the  plaintiffs 
profiled  here  have  been  declared  mentally 
incompetent).  In  a  study  of  pro  se  suits 
brought  between  1995  and  1999  in  the 
federal  district  court  in  Manhattan,  attor- 
ney Jonathan  Rosenbloom  found  that  a 
"disturbing"  number  of  pro  se  cases  were 
dismissed  for  asserting  claims  that  were 
"delusional"  or  "wholly  incredible."  The 
psychiatrist's  diagnosis  for  delusional 
plaintiffs  is  "querulous  paranoia."  Their  fil- 
ings tend  to  be  voluminous  with  densely 
packed  writing,  full  of  irrelevancies  and 
liberal  use  of  underlining,  capitalization 
and  exclamation  marks.  And  conspiracies 
exist  everywhere  to  thwart  them.  You  don't 
want  to  be  in  their  path.  In  2005, 57-year-old 
Bart  Ross  killed  the  husband  and  mother  of 
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Chicago  federal  judge  Joan 
Lefkow,  and  later  himself,  after 
she  had  dismissed  his  pro  se 
suit  stemming  from  a  malprac- 
tice case  against  an  Illinois 
medical  center. 

Rosenbloom  also  found  a 
lot  of  frequent  filers:  Nearly 
half  of  the  study's  765  pro  se 
litigants  filed  at  least  one  pre- 
vious suit  in  that  court, 
including  one  who  filed  57 
complaints  in  one  year. 

Eli  Lilly  &  Co.  has  spent 
close  to  $1  million  defending 
claims  brought  by  serial  pro 
se  plaintiff  Holli  Lundahl. 
Her  decadelong  litigation 
spree  began  when  Lilly 
refused  to  pay  for  chiropractic  services 
Lundahl  claims  to  have  provided  to  its 
employees  because  the  company  sus- 
pected her  of  insurance  fraud.  She  went 
on  to  file  more  than  30  cases  and  appeals 
against  Lilly  in  multiple  jurisdictions 
claiming  that  it  was  part  of  a  grand  con- 
spiracy against  her  (in  cahoots  with  vari- 
jous  state  and  federal  judges).  Lilly  had  to 
hire  nine  litigators  and  five  law  firms  to 
draft  dozens  of  briefs,  attend  multiple 
court  hearings  and  handle  appeals  all  the 
way  up  to  the  U.S.  Supreme  Court.  In  a 
22-page  handwritten  letter  to  FORBES 
Lundahl  says  that  Lilly  targeted  her  for 
i  being  a  whistleblower  and  contends  she 
ihas  been  "horribly  abused  through  the 
legal  system,  not  the  other  way  around." 

Defending  loony  cases  can  be  a 
financial  strain  for  a  small  business,  says 
Lheodore  Frank,  head  of  the  American 
Enterprise  Institutes  Liability  Project.  He 
cites  the  infamous  $54  million  pro  se  suit 
(filed  by  a  judge,  no  less)  over  a  lost  pair 
of  pants.  It  cost  Washington,  D.C.  dry 
cleaner  owners  Jin  and  Soo  Chung  more 
!than  $100,000  to  fight  the  claim. 

Often  a  pro  se  claim  costs  more  to  con- 
test than  a  lawyer-filed  claim  because  the 
complaint  is  incoherent  and  vague,  says  New 
York  litigator  Steven  Cooper.  So  the  defense 
lawyer  has  to  guess  what  the  plaintiff  is  get- 
ting at,  addressing  every  conceivable  argu- 
ment. Judges  tend  to  bend  over  backward 
(to  ensure  that  pro  se  plaintiffs  get  their  day 


A  Fool  for  a  Client? 


A  sampling  of  more  outrageous  pro  se  suits. 

►  Allen  Heckard  sued  Michael  Jordan  last  year  in  Ore- 
gon claiming  he  was  denied  "the  right  to  live  a  normal 
life"  because  people  harassed  him  for  looking  like  the 
ex-basketball  star.  Heckard  voluntarily  ended  the  suit. 

►  George  Ward,  a  prison  inmate,  sued  the  maker  of 
Arm  &  Hammer  baking  soda  in  New  Jersey  for  failing  to 
warn  that  if  he  cooked  its  product  with  cocaine  he  might 
serve  time  for  distributing  crack.  Suit  was  dismissed. 

►  Stacey  Brackens  claimed  that  a  Texas  Roadhouse 
restaurant's  playing  of  the  song  "Redneck  Woman"  was 
racially  offensive  because  as  a  black  man  he  can  never 
be  a  "redneck."  An  appeals  court  affirmed  a  dismissal. 

Anne  Hiltner  sued  Stephen  King  in  Maine  claiming 
that  certain  events  in  his  novels  were  based  on  her  life 
and  that  government  officials  had  provided  King  with 
information  about  her.  Suit  was  dismissed. 


in  court.  Filing  fees  are  waived  in  hardship 
cases.  Courts  have  set  up  pro  se  offices  to 
help  people  file  and  prepare  paperwork. 
Chrysler  assistant  general  counsel  Steven 
Hantler  says  these  kinds  of  lawsuits  tend  to 
linger  on  dockets  because  of  judges' 


sympathy  for  pro  se  plaintiffs,  particularly 
those  who  are  delusional.  Corporations,  as 
a  result,  often  make  the  tactical  decision  to 
settie  rather  than  litigate. 

Settlements,  alas,  merely  encourage  the 
many  pro  se  plaintiffs  who  are  repeat  filers. 
Federal  courts  can  prevent  new  suits  by 
labeling  a  plaintiff  a  "vexatious  litigant."  But 
those  orders  are  court  specific  and  can't  stop 
a  serial  litigant  from  simply  taking  his  griev- 
ances to  another  jurisdiction. 

What  might  work?  Susan  Stefan,  an 
expert  in  mental  disability  law  in  Newton, 
Mass.,  suggests  that  companies  apologize 
for  any  wrongdoing  that  may  have 
triggered  the  plaintiff  s  obsessive  behavior 
(20  states  now  have  laws  that  let  doctors 
apologize  for  bad  outcomes  without  fear 
that  their  words  will  be  used  against  them 
in  court).  Pro  se  offices  could  also  benefit 
from  training  to  deal  with  the  mentally  ill, 
says  Stefan.  She  recommends  setting  up 
court-sponsored  telephone  support  lines 
answered  by  people  trained  to  listen  to 
concerns  from  pro  se  plaintiffs.  F 
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Leather  seats  that  don't  get  hot  in  sunlight. 
Sit  back  and  think  on  that  one. 


Our  Sun-Reflective  Technology  treats  the  interior  seats  with  a  special  pigment 
that  reflects  direct  sunlight  rather  than  absorbing  it.  So  our  leather  seats  stay 
cool  and  comfortable  to  the  touch.  It's  a  refreshing  idea  you'll  only  find  at  BMW. 
Learn  more  at  bmwusa.com/ideas. 


BETTING  THE  HOUSE 

Ian  Schrager  was  the  flair  behind  the  too-hip  Morgans  Hotel  Group. 

Now  he's  gone,  and  numbers  guy  EDWARD  SCHEETZ  wants  tc 
double  the  size  of  the  company.  Risky  |  By  Dorothy  Pomerantz 
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A  RELY  CLOTHED  GIRLS  AND 
waxed-chest  boys  lounge  pool- 
side  one  Monday  morning  at  the 
Hard  Rock  Hotel  in  Las  Vegas. 
Forty-two-year-old  Edward 
Scheetz  walks  by  them,  looking  a  little  pale 
and  very  out  of  place. 

But  he  owns  the  joint,  or  at  least  his 


company  does.  Morgans  Hotel  Group,  of 
which  Scheetz  is  chief  executive,  bought 
the  Hard  Rock  Hotel  &  Casino  in  Februaiy 
for  $770  million.  He  split  the  cost  with  a 
banking  partner  and  secured  a  lucrative 
management  contract  for  Morgans.  "I  like 
this  place  from  a  business  perspective,"  says 
Scheetz.  "But  I'm  not  much  of  a  gambler." 


'In  a  way,  he  is.  Scheetz,  a  longtime  hote 
finance  hand,  is  embarking  on  an  ambitiou 
plan  to  expand  Morgans  from  3,400  to  6,57* 
rooms  in  the  next  three  years.  And  to  do  il 
he's  mortgaged  the  firm  to  the  ceiling.  Witl 
$477  million  in  long-term  debt,  all  of  it  branc 
new.  Morgans  is  operating  with  crazy  lever 
age  Its  debt  is  8  times  Ebitda  (earnings  be 
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Scheetz  hanging  out  in  style  at  the 
Hudson  Hotel  in  New  York. 

fore  interest,  taxes,  depreciation  and  amorti- 
zation) versus  the  industry  average  of  3.9. 

Morgans  was  the  brainchild  of  style 
god  Ian  Schrager,  the  impresario  behind 
i  New  York's  infamous  Studio  54  in  the 
1970s.  Starting  with  Morgans  Hotel  in  mid- 
town  Manhattan  in  1984,  Schrager  opened 
nine  hipper-than-thou  hotels,  including  the 
Hudson  and  Royalton  in  New  York,  the 
Mondrian  in  Los  Angeles  and  the  Delano 
in  Miami  Beach.  They  all  lured  hot  celebri- 
ties, had  overflowing  bar  scenes  and  eccen- 
tric interiors  by  design  star  Philippe  Starck. 

But  Schrager  left  Morgans  in  2005,  a  year 
before  the  company  went  public.  With  a  lot 
of  new  debt  and  without  Schragers  buzz, 
Scheetz  is  moving  ahead  quickly.  He's  opened 
a  new  Mondrian  in  Scottsdale,  Ariz.,  an- 
I  nounced  plans  for  a  Mondrian  and  a  Delano 
on  the  Vegas  Strip,  and  a  Mondrian  in  Chicago 
:  and  in  New  York's  SoHo.  Morgans  has  a  man- 
i  agement  contract  to  run  the  properties  and 
l  is  a  real  estate  equity  partner  in  all  of  them, 
|  shouldering  its  share  of  all  operating  expenses 
including  its  own  management  fee. 

Three-quarters  of  these  new  rooms  are 
in  the  ridiculously  overbuilt  Vegas,  where 
construction  costs  are  up  20%  over  the  past 
two  years.  Morgans'  older  hotels  in  New 
York  are  starting  to  look  dated,  the  com- 
pany is  facing  a  lawsuit  in  Miami  over  its 
•  management  practices  (see  box),  and 
'  Scheetz  no  longer  has  the  Schrager  name  to 
draw  in  celebrities  and  the  media. 

In  fact,  now  he's  competing  with  Schrager, 
who  recendy  opened  the  glamorous  ($700  a 
night)  185-room  Gramercy  Park  Hotel  in 
Manhattan.  He's  also  working  with  Marriott 
on  a  new  line  of  small,  hip  hotels.  "Everyone 
knows  who  Ian  Schrager  is,"  says  John  Ara- 
,  bia,  an  analyst  at  Green  Street  Advisors.  "His 
absence  from  Morgans  is  a  question  mark  no 
one  is  going  to  be  able  to  answer  until  we  see 
the  new  development." 

Scheetz  should  know  better  than  most  the 
dangers  of  excess  leverage.  In  1 997,  at  the  age 
I  of  32,  he  left  Apollo  Real  Estate  Advisors  with 
1  $425  million  in  seed  money  from  UBS  to  form 
'a  real  estate  investment  company  called 
NorthStar  Capital  with  fellow  whiz  kid 
i  David  Hamamoto.  They  quickly  attracted 
$400  million  from  the  likes  of  Walt  Disney 


and  the  Harvard  University  endowment.  In 
1998  they  spent  $255  million  to  buy  84%  of 
Schragers  company. 

At  the  time  Schrager  had  different 
investors  and  back-office  operations  for  each 
hotel.  The  deal  gave  Schrager  and  his  new 
investors  the  ability  to  connect  and  control 
all  of  the  hotels  and  expand  the  company. 

But  Scheetz  got  into  the  hotel  industry  at 
a  rough  time.  He  and  Hamamoto  tried  to  raise 
$300  million  in  1998  through  a  public  offer- 
ing of  NorthStar  just  as  REIT  stocks  were  los- 
ing favor,  falling  35%  between  1997  and  1999. 
They  had  to  pull  back  the  sale,  leaving  the 
company  with  a  reported  $1 .5  billion  in  debt. 
George  Soros  bailed  the  boys  out  with  a  $75 
million  investment  in  NorthStar,  but  Scheetz 
and  Hamamoto  had  to  contribute  $5  million 
of  their  own  cash  to  win  Soros'  money. 

Then  came  Sept.  11  and  the  vicious 
impact  it  had  on  the  hotel  business.  Revenue 
per  room  fell  by  a  third  at  most  of  Morgans' 
New  York  hotels.  The  Clift  in  San  Francisco, 
which  opened  in  July  2001,  reported  losses 
over  the  next  two  years.  In  August  2003  the 
Clift  went  into  bankruptcy  emerging  in  2004 


when  it  was  bought  by  Divco  West  for  $71 
million.  Morgans  now  operates  the  hotel 
under  a  99-year  lease. 

Scheetz  and  Schrager  also  stumbled  with 
the  Miramar  near  Santa  Barbara,  Calif., 
which  they  bought  in  1998  for  $31.7  million 
as  a  hip  retreat  for  Los  Angeles  stars.  But  after 
Sept.  1 1  they  couldn't  raise  the  funds  to  fin- 
ish the  project.  Morgans  sold  the  property  to 
Beanie  Babies  billionaire  Ty  Warner  in  2005 
for  $43  million.  Soon  after  that  Schrager 
resigned  and  Scheetz  took  over  as  chief  ex- 
ecutive; Hamamoto  served  as  chairman  of  the 
board.  The  two  quickly  started  working  on 
an  initial  public  offering  for  the  company.  In 
February  2006  they  raised  $275  million 
from  a  sale  of  15  million  shares.  The  bulk  of 
the  proceeds  went  to  paying  down  $295 
million  in  debt. 

Now  Scheetz  is  hoping  to  maintain 
Morgans'  reputation  with  the  style  hounds 
while  catering  to  the  chinos-wearing 
business  travelers  from  companies  like 
Microsoft  and  Citibank.  Few  hotel  compa- 
nies beside  Starwood's  W  chain  have  ever 
tried  to  turn  a  single  boutique  hotel  into  a 
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An  idea  you  never  saw  coming. 


With  our  Night  Vision  technology,  you  can  see  potential  hazards  up  to 
328  yards  ahead  —  in  the  dark.  Using  an  infrared  camera,  objects  in  the 
road  are  displayed  before  you.  It's  another  visionary  idea  from  BMW. 
Learn  more  at  bmwusa.com/ideas. 


Morgans  Hotel  Group 


RISKY  MANAGEMENT 

Buying  real  estate  is  expensive.  So  Morgans  Chief  Executive  Edward  Scheetz  is  trying 
to  expand  by  taking  only  a  30%  interest  in  new  projects  and  securing  management 
contracts  where  Morgans  is  paid  7%  of  sales  in  return  for  its  expertise  and  connec- 
tions. It's  a  safer  way  for  the  company  to  guarantee  an  income  stream,  but  it  can  also 
put  Morgans  at  risk. 

In  2002  Morgans  took  over  management  of  the  struggling  Shore  Club  in  Miami 
from  its  owner,  Philips  South  Beach.  According  to  Morgans,  the  hotel  lost  $3.7  million 
that  year  (before  interest  and  taxes  but  after  depreciation).  Right  down  the  street  is 
Morgans'  wholly  owned  Delano,  which  was  doing  much  better.  It  reported  $13  million 
in  profit  in  2002. 

Morgans  redesigned  the  Shore  Club's  lobby  and  pool  areas,  installed  a  hip  Skybar 
and  sponsored  celebrity-heavy  parties.  (The  capital  costs  and  parties  came  out  of 
Philips'  pocket.)  By  2004  the  hotel  was  in  the  black  with  a  $520,000  profit. 

But  Philips  South  Beach  claims  that  the  whole  time  Morgans  was  improving  the 
Shore  Club,  it  was  enriching  the  Delano  even  more.  According  to  a  suit  Philips  filed 
against  Morgans  in  January  2006,  Morgans  diverted  high-profile  guests  from  the  Shore 
Club  to  the  Delano,  allowed  Delano  employees  to  stay  at  the  Shore  Club  for  free  and 
neglected  to  collect  rents  from  the  hotel's  retail  tenants. 

Philips  is  asking  to  break  Morgans'  management  contract  in  the  suit,  which  was  filed 
in  a  state  court  in  New  York  and  is  currently  in  discovery.  In  April  2006  Morgans  filed  its 
own  suit  against  Philips  in  state  circuit  court  in  Miami,  alleging  that  Philips  "engaged  in 
a  campaign  to  sabotage  and  destabilize  Morgans  manage- 
ment" and  askina  for  damaaes.  Moraans  claims  that  PhiliDs 


cooked  up  its  lawsuit  because  it  wants  all  of  the  management 
money  for  itself  now  that  the  hotel  is  doing  well.  The  Miami 
case  is  being  held  pending  the  outcome  of  the  New  York  case; 
Morgans  officials  decline  to  comment  on  them. 

John  Arabia,  of  Green  Street  Advisors,  predicts  Mor- 
gans will  ultimately  triumph  and  that  the  legal  wran- 
glings  won't  hurt  Morgans  reputation  as  a  manager.  He 
points  out  that  since  the  suit  was  filed,  Morgans  has 
signed  management  contracts  with  five  other  companies 
on  six  properties. — D.P. 


Morgans'  South 
Beach  properties 
the  Delan 
the  Shore 


minichain  But  demand  for  boutique  hotel- 
is  a  bright  spot  in  the  lodging  business, 
which  is  otherwise  expected  to  slow  over 
the  next  two  years,  according  to 
PricewaterhouseCoopers. 

Scheetz  is  building  up  from  a  portfolio 
of  hotels  that  are  slightly  worn  While  the 
Mondrian  in  Los  Angeles  is  still  hot  enough 
to  attract  Lindsay  Lohan  and  Britney  Spears 
for  recent  postrehab  binge  fests,  other  prop 
erties  have  lost  some  luster.  Celebrities  visit 
ing  LA.  are  opting  for  quieter  hotels  like  the 
Peninsula  and  L'Ermitage.  In  Miami  the  Setai 
has  taken  some  of  the  spotlight  from  the  De 
lano  and  the  Shore  Club 

Morgans'  new  hotels  won't  have  the 
services  of  Philippe  Starck.  hut  young 
designer  Benjamin  Noriega-Ortiz  is  on  the 
case.  He  designed  the  rooms  at  the  Mondriar 
Scottsdale  to  evoke  the  "pure  black  skies  anc 
sharp  colors"  of  the  surrounding  desert  The 
new  rooms  at  the  Los  Angeles  Mondrian  wil 
have  more  of  a  "glamour  on  the  beach"  fee 
with  sunset  colors  and  lots  of  wood  in  "sen- 
sual shapes."  And  there  will  also  be  ironing 
boards  and  outlets  in  the  nightstands,  fuddy 
duddy  stuff  that  Schrager  once  ignored. 

To  help  off-load  the  risk,  Scheetz  is  form 
ing  joint  ventures  on  all  of  the  new  projects 
Scheetz  put  up  only  $57  million  in  equity  tr 
buy  the  Hard  Rock.  DLJ  Merchant  Banking 
Partners  contributed  $115  million  Scheet 
funded  the  rest  of  the  $770  million  purchase 
plus  the  $750  million  cost  of  building  a  900 
room  extension,  with  a  $760  million  mort 
gage  and  a  $600  million  line  of  credit  Tha 
means  the  entire  $1.5  billion  cost  of  the  proj 
ect  is  leveraged  at  85%.  Most  public  hote 
companies  leverage  at  closer  to  55%. 

But  the  Hard  Rock  is  already  paying 
Morgans  $8  million  per  year  in  manage 
ment  fees,  which  comes  out  of  top  line 
revenue.  Scheetz  expects  the  fee  to  doubh 
once  the  expansion  is  complete. 

Morgans  got  an  uneasy  reception  fron 
the  public.  The  stock  opened  in  2006  a 
$20  and  fell  to  $  1 2  in  seven  months.  It  ha: 
since  rebounded  to  $19  Meanwhile,  thi 
announcement  of  Schrager's  deal  bareh 
budged  Marriott's  stock.  '  Now  that  peopli 
are  trying  to  do  what  we  do  and  take  ou 
markets,  why  would  we  let  them  do  that? 
says  Scheetz  "We  can  take  this  to  the  nex 
level  and  use  our  brands  to  go  out  then 
and  become  a  leader  in  the  industry."  I' 
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Do  More.  Travel  Less. 


Don't  waste  time,  money  and  energy  traveling  to  a 
meeting.  With  GoToMeeting  you  can  have  unlimited 
W>9  ^n  online  meetings,  presentations  and  demonstrations 

with  anyone,  anywhere  -  right  from  your  computer. 
So  you  can  do  more,  and  travel  less. 

^  +-o  Try  GoToMeeting  FREE  for  30  days. 
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The  giant  Atrisco  land 
grant  was  held  by 
locals  for  300  years. 


Insider  Deal 
On  the  Mesa 

The  86-square-mile  parcel  outside  Albuquerque 
was  a  pot  of  gold.  Who  was  going  to  get  it? 

By  Peter  C.  Beller 


FAST-GROWING  ALBUQUERQUE 
with  a  population  of  a  half-mil 
lion,  is  running  out  of  room.  Tc 
the  north  and  south  are  Native 
American  pueblos.  To  the  east  an 
the  towering  Sandia  peaks.  Yet  if  you  driv< 
five  minutes  west  from  downtown,  th< 
sidewalk  abruptly  ends  at  a  massiv* 
escarpment  topped  by  a  temptingly  empt; 
sagebrush -covered  mesa. 

This  86-square-mile  parcel  of  rea 
estate,  twice  the  size  of  Boston,  is  what': 
left  of  the  Atrisco  land  grant,  bequeathec 
in  1692  to  a  few  loyal  subjects  of  Charle: 
II,  the  disfigured  and  inbred  young  kinj 
of  Spain.  For  three  centuries  the  descen 
dants  of  those  settlers  fought  off  Apachi 
raids,  land  hustlers  and  attempts  to  taki 
their  land  under  both  Mexican  and  Amer 
ican  governments. 

Today  a  California  developer  is  plan 
ning  two  brand-new  neighborhoods  witl 
5,000  homes,  retail  stores  and  a  Tesl; 
Motor  factory  that  will  make  electric  cars 
Construction  will  likely  continue  fo 
decades  on  the  land.  But  the  once  prouc 
Atrisquenos  aren't  sharing  in  the  boom 
Instead  they  are  left  with  modest  payout 
and  bitter  recriminations  about  their  lane 
corporations  board  of  directors,  wh( 
walked  away  millionaires. 

If  it  sounds  unfair  and  a  little  bit  shad) 
then  you  haven't  spent  much  time  arounc 
Atrisco.  Its  history  as  a  business  is  on< 
long  tale  of  stupidity,  cupidity  and  mis 
management  in  roughly  equal  measure. 

Corruption  charges  have  swirlec 
around  Atrisco  since  early  in  the  last  cen 
tury.  In  1967,  following  years  of  infighting 
the  owners'  holdings  were  incorporatec 
into  a  for-profit  business  called  Westlanc 
Development.  Each  heir  got  tradable  stocl 
proportional  to  his  ancestors'  land  hold 
ings.  The  company's  800,000  shares  tradec 
via  an  internal  exchange. 

Incorporation  didn't  stop  allegation 
of  chicanery.  In  the  1980s  the  stati 
accused  Westland  president  Gil  Cordov 
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Selling  the  Southwest 


of  swindling  Atrisquenos  out  of  their 
shares  through  the  trading  committee. 
He  signed  a  consent  decree,  admitting 
no  wrongdoing,  and  was  pushed  out 
of  office  only  after  a  series  of  bruising 
proxy  fights. 

A  new  president  came  to  office 
in  1989:  Barbara  Page,  a  former 
Westland  director  who  ran  as  a 
reform  candidate.  Previously  a  bank 
manager  and  motel  owner,  she 
brought  chirpy  optimism  but  little 
in  the  way  of  experience.  Her  board 
included  a  roofer,  a  florist  and  a 
used  car  salesman.  "We're  turning 
around,"  Page  vowed  in  1990. 
"We're  on  our  way  up.  And  we're 
determined  to  become  a  very  successful 
company." 

Westland  Development,  however, 
did  little  developing.  Instead,  as  it  had 
been  doing  for  years,  it  sold  several  mil- 
lion dollars'  worth  of  land  each  year  to 
cover  expenses  (such  as  $50,000 
bonuses  for  directors  and  $100,000 


salaries  for  officers)  and  a  $l-a-share 
dividend.  Without  the  sales  the  company 
was  barely  profitable. 

'  Atrisco  had  always  attracted  real  estate 
barons  hungry  for  raw  land  in  theboom- 


Westland  President 
Barbara  Page 
and  Chairman 
Sosimo  Padilla. 


ing  Southwest. 
The  billionaire 
Hunt  brothers 
made  a  run  at  it  in  the  early  1990s.  But 
buyers  never  got  far  because  the  thinly 
traded  shares  were  difficult  to  amass  and 
no  one  on  the  Westland  board  had 
enough  shares  to  make  a  sale  com- 


pelling. And  Westland's  bylaws  limited 
share  ownership  to  lineal  heirs  of  the 
original  grantees. 

During  the  1990s  board  members 
amassed  shares  through  purchases  and 
grants.  In  1993  they  rewarded  them- 
selves with  5,000  shares  apiece.  Page, 
company  Chairman  Sosimo  Padilla  and 
others  exercised  options  on  thousands 
more  granted  them  in  the  early  1980s 
The  grants  were  of  Class  B  stock,  which 
gave  them  veto  power  over  a  sale  of  the 
company,  since  state  law  require 
a  majority  of  each  share  class  to  approve 
a  sale. 

In  1998,  without  a  public  explanation 
Westland's  board  passed  an  "antitakeover' 
provision  that  provided  for  a  megagrant  oi 
B  shares  if  Westland  were  ever  the  targel 
of  a  hostile  bidder — never  mind  that  the 
board's  existing  shares  gave  them  vetc 
power  over  any  deal.  By  2004  Page  ownec 
more  than  14,000  shares.  Padilla,  who  hac 
been  chairman  since  1989,  had  23,000 
Between  2003  and  2005  Page  made 
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AtT.  Rowe  Price,  we  apply  the  same  disciplined  investment  approach  to  every  fund  we  manage. 
Before  you  invest,  discover  all  the  differences  that  go  into  the  management  of  a  T.  Rowe  Price  fund. 


troweprice.com/start 


1.800.331.7244 


Source:  SmartMoney  2007  35  Best  Mutual  Funds.  SmartMoney  is  a  registered  trademark  of  SmartMoney,  a  joint  publishing  venture  between  Dow  Jones  &  Company,  Inc.  and  Hearst*  Partnership. 


Selling  the  Southwest 


between  $155,000  and  $275,000  in  salary 
and  other  pay. 

In  late  2004  a  Tucson,  Ariz,  developer 
named  Philip  Aries  approached  Westland 
on  behalf  of  an  investor  group  that 
included  the  Park  family  from  Cleveland. 
Aries  had  been  after  the  land  for  2 1  years. 
"Westland  was  like  the  Holy  Grail  of 
real  estate  deals,"  he  says. 

Aries  offered  Westland  $144 
million.  Page  came  back  with  $160 
million,  or  $200  a  share,  and  Aries 
agreed.  Suddenly  the  board  was  rich, 
on  paper.  The  collective  value  of  their 
holdings  instantly  jumped  from 
$1  million  to  $10  million;  they  would 
split  another  $7  million  from  the  anti- 
takeover provision.  Page  and  Padilla  also 
had  six-year  severances  written  in  their 
contracts. 

A  few  younger  board  members 
began  to  grouse  that  Westland  should 
get  more.  There  could  be  hundreds  of 
millions  of  barrels  of  oil  and  reserves  of 
natural  gas  under  the  ground.  Westland's 


own  vice  president  of  sales  told  the 
board  in  private  that  the  land  was  worth 
at  least  $377  million.  (Page  now  says 
that  was  an  incorrect  figure  based  on 
rough  estimates.) 

But  Padilla  and  Page  wanted  a  quick 
sale,  having  found  a  buyer  who  accepted 


the  antitakeover  payout,  no  questions 
asked.  The  company  got  a  "fairness  opin- 
ion" but  never  ordered  a  rigorous 
appraisal  or  solicited  other  bidders. 
(Asked  later  in  a  deposition  if  he  ever 
considered  seeking  out  offers,  Chairman 
Padilla  replied:  "Of  course  not.  We  don't 
do  that.  We're  not  out  waving  the  flag.") 
When  Page  announced  the  sale  in 


September,  most  of  the  6,000  heirs  of 
Atrisco,  many  of  whom  still  live  on 
Albuquerque's  impoverished  southwest 
side,  were  ecstatic. 

Two  weeks  after  the  big  announce- 
ment Page  ordered  Vincent  Rivera, 
Westland's  director  of  shareholder  rela- 
tions, to  issue  the  $7  million  in  new 
B  shares.  When  a  flabbergasted 
Rivera  refused,  Westland's  attorney, 
Thad  Turk,  demanded  he  proceed. 
Rivera  reluctantly  took  nine  blank 
stock  certificates,  one  for  each 
director,  from  the  company's  safe 
and  began  typing  in  their  names. 
Minutes  after  Rivera  had  loudly 
complained  to  officemates  that  the 
takeover  wasn't  hostile,  Turk  called 
again  and  told  him  to  stop.  Page  and 
Turk  called  Rivera  into  a  meeting  a  few 
days  later  at  which  he  called  the  share 
grant  "free  money"  for  the  board.  That 
meeting  was  the  last  he  heard  of  the  B 
shares.  "I  never  accused  them  of  steal- 
ing," he  recalls.  "That's  what  I  thought, 


"It  is  our  money!"  one 

woman  in  the  audience 
screamed  at  the  board. 
"And  I  want  it." 


Choose  from  over  90  no-load  funds,  including  3  on  the  SmartMoney  "35  Best": 

(    A^Tr^^m^jaTtjota^  "  sea-       5  ea-       1 0  Year      Expense  Ratio*  ^ 


Global  Stock  Fund*" 
Growth  Stock  Fund 
Value  Fund 


30.36% 
22.89% 
24.68% 


16.93% 
11.90% 
13.35% 


9.10% 
8.60% 
10.21% 


1.01% 
0.70% 
0.87% 


Current  performance  may  be  lower or  higher  than  the  quoted  past  performance,  which  cannot  guarantee  future  results. 
Share  price,  principal  value,  and  return  will  vary,  andyou  may  have  again  or  loss  when  you  sell  your  shares.  To  obtain  the 
most  recent  month-end  performance,  call  us  or  visit  our  Web  site.  **The  performance  information  shown  does  not  reflect 
the  deduction  of  a  2%  redemption  fee  on  shares  held  for  90  days  or  less.  If  it  did,  the  performance  would  be  lower.  Request 
a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other  information  that  you 
should  read  and  consider  carefully  before  investing.  All  mutual  funds  are  subject  to  market  risk,  including  possible  loss 
of  principal.  International  investing  involves  special  risks,  including  currency  fluctuations. 


SmartMoney  selected  funds  from  seven  investment  categories  based  on  performance  (before  and  after  taxes), 
low  turnover,  and  expenses  as  of  1 1  /30/06.  The  Global  Stock,  Growth  Stock,  and  Value  Funds  were  selected 
among  several  funds  in  the  global,  large-cap  growth,  and  large-cap  value  categories,  respectively. 
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INVEST  WITH  CONFIDENCE 


but  I  didn't  say  that."  (Page  disputes  his 
account  and  fired  him  a  year  later  for 
allegedly  being  drunk  on  the  job.  Rivera 
denies  the  charge.) 

Details  on  the  Aries  deal,  including 
the  as-yet-unissued  B  shares,  came  out 
in  December  2005.  Meanwhile,  Phil 
Aries  started  having  problems  coming 
up  with  the  money.  With  Atrisco  offi- 
cially in  play,  developers  from  all  over 
the  West  came  running.  By  March  2006 
several  class  actions  had  been  filed, 
accusing  the  board  of  breaching  its 
fiduciary  duty. 

Las  Vegas  home  builder  James 
Rhodes  offered  $212  million  plus  half  of 
all  future  oil  and  gas  royalties.  While 
Rhodes  insisted  that  Westland  cancel  the 
special  change-of-control  payout  to  the 
board,  he  did  come  up  with  a  new 
carrot.  He  agreed  to  contribute  to  a 


Hotel.  The  sale  was  going  to  bring  most 
of  them  more  money  than  they  had  ever 
seen  at  one  time.  But  what  the  crowd 
didn't  know  was  that  a  new  offer  topping 
Rhodes'  had  come  in  just  days,  before 
from  SunCal.  a  privately  held  California 
developer  with  financing  from  hedge 
fund  operator  D.E.  Shaw  &  Co. 

Quickly,  word  got  around  the  room 
that  the  sale  was  canceled.  Fearing  that 
their  long-awaited  payoff  was  being  scut- 
tled, the  crowd  shouted  the  event's  guest 
host,  former  New  Mexico  governor  Tony 
Anaya,  off  the  stage. 

Page  grabbed  the  microphone  and 
began  issuing  threats:  "We  have  police.  We 
have  undercover  agents."  When  that  failed 
to  calm  the  audience,  Turk,  the  company's 
imposingly  large  attorney,  took  over  and 
began  ejecting  dissidents.  Three  hours 
later  Westland's  board  cut  off  discussion 


City  Limits 


SunCal  now  owns  the  mostly  empty  Atrisco  land  grant.  Twice  the  size  of  Boston,  it 
is  all  that  stands  in  the  way  of  rapid  development  on  Albuquerque's  west  side. 


■1 


"heritage  fund"  that  would  employ — for 
life — members  of  the  current  board,  a 
concession  designed  to  appease  several 
younger  directors  who  owned  almost  no 
stock  and  were  beginning  to  oppose  a 
sale  that  would  cost  them  their 
sinecures.  Page  and  Padilla  relinquished 
the  B  shares  and  set  a  date  in  June  to 
vote  on  the  sale. 

On  June  8,  2006  a  thousand  share- 
holders clutching  paper  proxies 
crammed  into  the  Southwestern-style 
conference  area  of  the  Albuquerque 


and  called  in  security  to  separate  itself 
from  irate  shareholders.  "It  is  our  money," 
one  woman  in  the  audience  screamed  at 
the  board  members.  And  I  want  it.' 

The  bidding  for  Westland  continued. 
Three  weeks  later  SunCal  had  emerged 
on  top  with  a  price  of  $250  million,  plus 
the  money  for  the  heritage  trust  and  a 
50%  cut  of  oil  and  gas  royalties.  In 
November  2006  a  much  smaller  crowd 
showed  up  in  a  cavernous  auditorium 
downtown  for  yet  another  vote.  This 
time  Page  and  the  board  were  prepared. 


A  manachi  band  warmed  up  the  audi- 
ence as  uniformed  cops  paced  in  from 
of  the  stage.  Heirs  who  stood  up  t< 
speak  some  against  the  sale,  others  ir 
favor— were  closely  flanked  by  SunCa 
employees  in  blazers. 

When  one  shareholder  asked  that  the 
board  be  polled  on  their  stock  holdings 
only  Chairman  Padilla.  who  owned  man 
than  anyone,  refused  to  give  a  number 
elii  King  a  chorus  of  boos  Once  again  rh« 
meeting  ended  when  the  board  cut  of 
qnt  stions  and  called  security  to  the  front 
Page  left  the  building  under  police  guard 
Nt  vertheless,  Westland's  shareholder: 
voted  75%  in  favor  of  selling. 

In  the  end,  5,991  heirs  got  an  averagt 
of  $37,000  apiece,  and  Westland's  nine 
board  members  took  home  $15  million 
$12  million  of  that  split  between  Padilh 
and  Page.  It  was  a  shade  under  what  the\ 
would  have  made  had  the  sweethear 
Aries  deal  gone  through.  Four  of  West 
lands  board  members  now  sit  on  th< 
boards  ot  the  oil  and  gas  royalty  compam 
and  the  heritage  foundation,  the  latter  to 
life.  Their  salaries  have  not  been  deter 
mined,  says  SunCal.  Both  Padilla's  anc 
Page's  severances  were  extended  to  sever 
years,  worth  a  total  of  $350,000  anc 
$770,000,  respectively. 

The  smattering  of  shareholder  law 
suits  filed  against  the  Westland  board  ir 
early  2006  have  mostly  petered  out  On« 
that  was  dismissed  late  last  year  by  th< 
chief  judge  of  Bernalillo  County  is  or 
appeal.  SunCal  regional  chief,  Willian 
Myers,  is  coy  about  the  company's  plan 
for  future  development,  but  promises  l 
won't  be  tract  homes  like  the  ones  tha 
already  smother  Albuquerque's  edges. 

Many  Atrisco  heirs  seem  happy  wit! 
their  windfall  and  are  unconcerned  wit! 
what  they  might  have  given  up  to  get  it 
Agnes  Lovato,  56,  who  owned  mon 
shares  than  most,  just  bought  a  $190,00( 
new  home  -her  first  since  the  death  o 
her  husband  -for  her  and  her  grandchil 
dren.  The  towering  Spanish-styh 
McMansion  is  so  big  she  has  bareb 
enough  furniture  to  fill  the  four  bed 
rooms.  "SunCal  bought  me  my  house, 
says  the  retired  grocery  store  cashie 
from  her  sidewalk,  crying  as  she  hug 
Vanessa  Alarid,  a  SunCal  employee,  i 
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AN  AGING  THE 
OBILE  WORKFORCE 


Mobile  business  in  2007  and  beyond  depends  not 
only  upon  the  classic  "road  warrior,"  integral  to  the 
success  of  many  companies,  but  also  on  a  rapidly 
growing  segment  of  employees  who  regularly  work  from 
home  or  other  locations. The  June  2006  Forrester  Research 
report  entitled  "The  State  of  the  Enterprise  Telecom  and 
Network  Adoption"  states,  "Nineteen  percent  of  large- 
business  professionals  are  frequent  travelers  who  spend 
significant  time  away  from  their  offices  and  conduct 
increasing  amounts  of  business  on  the  move,"  while  the 
Telework  Coalition  reports  that  89  of  the  top  100  U.S. 
companies  now  offer  telecommuting,  with  67%  of  all 
workers  using  mobile  and  wireless  competing. 


ADVERTISEMENT  2 


"As  businesses  look  at  these  types  of  changes,  they  are 
increasingly  demanding  solutions  that  will  keep  those  workers 
connected,  keep  them  productive,  and  not  give  up  any  of  the 
features  or  capabilities  they've  come  to  expect  from  their  voice 
and  data  services,"  says  Michael  Marcellin  vice  president  of 
product  marketing  for  Verizon  Business 

Indeed,  success  in  this  environment  requires  that  full- 
featured  network  resources  and  applications  be  seamlessly 
available  on  nearly  any  device  and  at  virtually  any  location  —  a 
holy  grail  of  functionality  dubbed  fixed  mobile  convergence 
(FMC)  Effective  FMC  works  transparently  across  wired  and 
wireless  communications  formats,  from  data,  VoIP  and  PBX 
voice  systems  to  cellular/3G  and  Wi-Fi  networks  and  back  aqam, 
bringing  the  full  power  of  enterprise  computing  and  commu- 
nications resources  to  the  burgeoning  mobile  workforce. 


BRINGING  SEAMLESS  CONNECTIVITY 
TO  THE  REAL  WORLD 

Organizations  looking  to  extend  their  mobile  enterprise  enviror 
ment  should  consider  what  level  of  investment  has  already  bee 
made  m  fixed  assets,  and  how  those  existing  resources  can  b 
leveraged  and  extended  to  incorporate  mobility.  Verizon  Businesj 
has  already  established  a  strong  track  record  in  bringing  the  prom 
ise  of  FMC  to  fruition  in  some  of  the  world's  leading  companieji 
For  example,  automated  payment  system  market  leader  Mfi| 
selected  Verizon  Business  to  design  and  deploy  a  global,  mani 
aged  Private  IP  network  that  provides  secure  and  dependablj 
remote  access  for  its  more  than  200  mobile  employees  locate 
around  the  world.  The  extended  network  now  seamlessly  coi 
nects  MEI's  company  headquarters  in  West  Chester,  Pa.,  with  11 
major  business  centers  in  Europe,  the  U.K.  and  Mexico,  as  we 


'^0^Sif''^:0^pMes.  that  Verizon  works  with  have  a  significant  number  of  applica-j 
liJlohs^atiiWey''^  .runrinlg.^rthin.  their  ..wide  area  network  to  power  their  business  — 
from enterprise -resource  planning  and  sales  force  management  to  things  as  simple 

as  e^rrtail  Or  Internet  aCeeSS."  -  Michael  Marcellin,  Vice  President,  Product  Marketing,  Verizon  Busines 


MAINTAINING  FULL  PRODUCTIVITY 

A  consistent  user  experience  is  also  critical  to  mobile  pro- 
ductivity. "Most  of  the  enterprises  that  Verizon  works  with 
have  a  significant  number  of  applications  that  they're  running 
within  their  wide  area  network  to  power  their  business  — 
from  enterprise  resource  planning  and  sales  force  manage- 
ment to  things  as  simple  as  e-mail  or  Internet  access," 
Marcellin  notes  "You  don't  want  to  have  an  entirely  different 
set  of  capabilities  and  user  experience  for  mobile  workers 
relying  on  those  tools. 

Fortunately,  Verizon  has  deployed  a  range  of  solutions  that 
support  seamless  and  transparent  mobility  over  its  extensive 
global  networks,  with  over  200  state-of-the-art  data  centers 
in  22  countries.  These  include  wireless  voice  and  data, 
managed  wireless  I  AN,  advanced  collaboration  tools  and 
Secure  Gateway  which  orovides  mobile  users  with  access  to 
their  company's  virtual  private  network.  Among  its  newest 
offerings  are: 

•  Wireless  Office:  This  network-based  solution  from  Verizon 
Wireless  allows  small  and  midsize  businesses  to  extend 
common  private  branch  exchange  (PBX)  calling  features  — 
including  abbreviated  dialing,  closed  user  groups  and  call 
control  -  to  wireless  devices. 

•  PBX  Mobile  Extension:  Enables  a  large  corporate  campus  or 
company  with  high  numbers  of  mobile  workers  to  extend  full 
PBX  identity  and  functionality  to  mobile  devices. 

•  Mobile  Conference  Connection:  Allows  instant  conference 
calls  that  can  be  organized  and  initiated  with  |ust  a  few  clicks 
on  any  Research  in  Motion  BlackBerry®  or  Microsoff  Windows 
Mobile*  smart  phone  or  PDA. 


as  locations  in  Australia,  China,  Japan  and  elsewhere. 

Smaller  organizations  can  also  benefit  from  FMC  throuc 
Verizon's  built-in  network  intelligence.  "Our  hosted  VoIP  solutic 
can  deliver  calling  features  to  enterprises  that  haven't  made  a 
investment  in  an  IP  PBX  or  traditional  PBX,"  Marcellin  says  '/ 
the  calling  features  are  in  the  network,  so  you  don't  need 
make  that  significant  investment  in  all  of  your  sites,  and  whfli 
new  features  and  capabilities  get  rolled  out  onto  our  platforrl 
the  customers  immediately  reap  the  benefits." 

Enterprises  of  all  sizes  looking  to  enhance  the  productivity 
their  workers  are  now  able  to  support  both  fixed  and  mobi 
applications  in  a  seamless  way,  without  having  to  give  up  featun 
and  capabilities  as  they  go  from  a  fixed  to  mobile  environment 

"At  the  end  of  the  day,  our  broader  philosophy  is  to  be  able 
deliver  connectivity  to  all  of  our  applications,  regardless 
whether  someone  has  fixed  or  mobile  access,  and  regardless 
what  device  they  may  be  using  or  where  they  are,"  Marcel 
states.  "From  our  leading  global  IP  network  to  Verizon  Wireles 
tremendous  assets  to  the  integrated  services  we've  develops 
we're  able  to  deliver  the  solutions  our  customers  require' 
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|/ith  Verizon  Business,  you  get  a  communications  team 
nth  the  resources  to  deliver  a  secure  global  IP  network, 
pe  expertise  to  create  scalable  IP  solutions, 
pd  the  dedication  to  be  there  when  you  need  them. 
irizonbusiness.  com 
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Creative  Giving 


It's  Called  Depression,  Dude! 


In  the  U.S.  teenagers 
kill  themselves  at  the 
rate  of  2,000  a  year. 
Bob  and  Nancy 
Anthony  are 
determined  to 
combat  this  tragedy. 
By  Richard  C.  Morais 


Catch  it  early:  The  Anthonys  and 
Or.  David  DeMaso  of  Children's  Hospital  Boston. 


THE  SADNESS  IN  THE  LOCKED 
psychiatric  ward  of  Children's 
Hospital  Boston  hangs  so 
heavy  in  the  air  it  has  an 
almost  physical  presence.  An 
emaciated  girl  with  meticulously  parted 
hair  compulsively  walks  the  hall  in  endless 
circles;  a  boy  stares  listlessly  at  the  tangle 
of  sheets  on  his  unmade  bed.  Somewhere 
a  TV  blares.  The  children  in  this  16-bed 
ward  are  on  suicide  watch. 

Half  a  million  teenagers  a  year  make  a 
suicide  attempt  serious  enough  to  require 
medical  treatment;  for  2,000,  the  attempt 
succeeds.  Nancy  and  Robert  Anthony, 
unassuming  Bostonians  with  two  grown 
sons,  felt  they  couldn't  let  these  statistics 
stand.  They  and  their  family  foundation 
invested  $1.7  million,  plus  a  large  dose  of 
sweat  equity,  in  adolescent  mental  health 
programs  in  the  Boston  area. 
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MANAGEMENT 


HUMAN  CAPITAL  MANAGEMENT: 

What  the  C-Suite  Needs  to  Know  About  Performance  Management 


Performance  Systems 
Coming  Into  Their  Own 


By  David  Creelman 


echnology  is  making  once-shunned  performance  systems 
more  appealing  to  companies,  experts  say. 

Performance  management  systems  are  unloved.  Authors  Tom  Goens  and  Mary  Jenkins  cowrote  a  book 
titled  Abolishing  Performance  Appraisals,  which  advocated,  unsurprisingly,  abolishing  performance 
appraisals.  In  Bain  &  Co.'s  2007  report,  "Management  Tools  &  Trends,"  performance  management 
isn't  listed  among  the  top  25  tools.  It's  beaten  out  by  things  such  as 
corporate  blogs  and  loyalty-management  tools. 


ADVERTISEMENT  2 


But  almost  all  large  organizations  use  performance  manage- 
ment and,  as  a  core  component,  performance  appraisals.  For  as 
long  as  anyone  can  remember,  organizations  have  been  tweaking 
performance  management  without  much  evidence  of  progress. 

The  good  news  is  that,  at  last,  these  systems  really  are  getting  better. 

Performance  management  is  meant  to  be  a  strategic  system 
that  directs,  rewards  and  develops  an  organization's  entire  work- 
force. However,  the  tangible  face  of  the  system  has  always  been 
paper  forms  that  are  filled,  filed  and  —  more  often  tharr  not  — 
forgotten.  In  fact,  when  companies  embark  on  changing  the  per- 
formance management  system,  what  they  often  mean  is  simply 
changing  the  form.  But  now,  technology  has  come  to  the  rescue. 

"When  we  had  a  paper-based  appraisal  system,  we  faced  the 
familiar  administrative  challenges  of  lost  forms  and  updates  that 
were  not  properly  filed  because  the  manager  just  kept  them,"  says 
Julie  Stickney,  director  of  HR  for  the  newspaper  group  Lee 
Enterprises.  "Now,  technology  has  enabled  great  conversations 
about  performance,  since  managers  and  employees  capture  infor- 
mation about  performance  throughout  the  year." 

There  are  also  higher  levels  of  trust,  Stickney  says,  because  the 
employee  doesn't  have  to  wonder  what  is  in  the  file  or  ask  HR  for 
copies  of  paperwork  when  tracking  goals. 

When  performance  management  systems  were  paper-based, 
collecting  and  using  the  information  was  slow  and  tedious  —  just 
as  calculations  were  slow  and  tedious  prior  to  spreadsheets. 
Performance  management  technology  makes  it  practical  to  conduct 
evaluations  on  time  and  update  information  about  employee 
performance,  and  enables  senior  management  to  track  goal 
alignment  and  progress. 

Although  technology  takes  much  of  the  pain  out  of  performance 
management,  it  doesn't  ensure  the  fulfillment  of  the  system's  core 
mission:  namely,  improving  organizational  performance. 

These  systems  often  try  to  do  too  much.  They  are  meant  to 
improve  performance  by  cascading  organizational  objectives 
down  to  every  single  employee  in  a  clear,  aligned  and  measurable 


way.  They  are  given  the  task  of  providing  fair  and  motivating 
incentives,  and  are  intended  to  enable  ongoing  coaching  am 
guide  the  creation  of  employee  development  plans.  All  the  while 
the  system  is  meant  to  provide  the  necessary  documentation  ii 
case  an  employee  is  fired. 

"There  is  a  tendency  to  implement  performance  managemen 
systems  in  the  same  way  across  the  entire  organization.  This  can  bi 
dangerous  because  the  time  and  energy  devoted  to  performanc 
management  is  a  precious  resource,"  says  John  Boudreau,  a  professo 
of  management  at  the  University  of  Southern  California  and  co 
author  of  a  new  book,  Beyond  HR.  "Organizations  need  to  segmen 
their  talent  pools  so  that  they  can  concentrate  performanc: 
management  where  it  has  the  greatest  effect." 


"There  is  a  tendency  to  implement  performance 
management  systems  in  the  same  way  across  the 
entire  organization.  This  can  be  dangerous  because 
the  time  and  energy  devoted  to  performance 
management  is  a  precious  resource. " 

—  John  Boudreau,  Professor  of  Managemer, 
University  of  Southern  California 


Boudreau's  approach  has  organizations  asking  new  question: 
Is  performance  management  going  to  make  enough  of  a  diffeil 
ence  that  it's  worth  investing  the  efforr  to  make  it  work?  In  whic 
areas  is  the  alignment  of  goals  exceedingly  important?  For  whicl 
categories  of  employees  does  the  company  need  to  more  closell 
examine  developmental  needs?  Where  does  differentiatinl 
between  high  and  low  performance  really  matter? 

Instead  of  implementing  a  hugely  ambitious  enterprise-widl 
system  and  then  lamenting  that  it  doesn't  work  well,  HR  shoull 
focus  on  those  places  where  performance  management  will  makl 
an  impact. 


Today's  results-oriented  business  climate  demands  that  executives  be  more  than  "manage 

they  must  be  leaders.  The  ability  to  motivate  and  inspire  others  ranks  as  one  of  the  most  important  skills  for  a  business  leader,  act| 
ing  to  a  study  by  the  American  Management  Association. 

To  help  executives  develop  the  strengths  they  need  to  make  the  leap  from  managing  to  leading,  The  Motivation  Show  has  iaun| 
the  Executive  Leadership  Conference  Program:  Strategies  to  Motivate,  Empower,  and  Reward. 

The  Conference  features  more  than  30  intensive  90-minute  seminars  and  two  half-day  workshops.  Faculty  includes  presenters  from ; 
of  America's  leading  corporations,  such  as:  Microsoft,  DHL,  Avis  Budget  Group,  Gap,  John  Deere  and  Red  Roof  Inn.  Learning  tracks  incl 


Employee  Engagement  and  Recognition 
Motivating  Sales  and  Channel  Partners 


1  Consumer  Marketing 

1  Meetings  and  Incentive  Travel  Strategies 


Donna  Oldenburg,  CPIM 
Conference  Director 
The  Motivation  Show 


Conference  attendees  will  also  have  the  opportunity  to  visit  The  2007  Motivation  Show, 
which  features  more  than  2,000  exhibitors  of  brand  name  merchandise,  gift  cards,  and 
exciting  travel  and  meeting  destinations. 

Register  today!  For  complete  details,  visit  www.motivationshow.com. 
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Creative  giving 


Their  money  has  trained  psychothera- 
pists and  social  workers,  paid  for  guides 
for  parents  with  depressed  kids  and 
underwritten  a  program  for  schools— all 
with  the  idea  of  detecting  mental  illness 
early  in  adolescents.  A  chilling  statistic 
compiled  by  Columbia  University:  60%  to 
80%  of  adolescents  with  depression  go 
undiagnosed  or  untreated. 

Nancy,  53,  got  interested  in  philan- 
thropy through  her  grandfather  Sidney 
Swensrud,  the  fabled  oil  man  who  led 
Gulf  Oil  during  the  1940s  and  1950s. 
Decades  before  the  subjects  became  head- 
line news,  he  focused  on  immigration,  the 
environment  and  population  control  (he 
was  the  chairman  of  a  division  at  Inter- 
national Planned  Parenthood).  "My 
grandfather  was  not  big  on  having  more 
than  two  children.  There  were  financial 
consequences  if  [Swensruds]  did  have 
bigger  families,"  Nancy  says. 

Bob  Anthony,  54,  was  a  software 
entrepreneur  who  worked  at  Touche  Ross 
&  Co.,  consulting  on  software  programs 


that  integrated  computer  systems.  In  2001 
his  startup  fell  victim  to  the  dot-com  bub- 
ble burst,  and  that  was  when  he  realized  he 
suffered  from  depression  himself.  So  five 
years  ago  he  dropped  his  business  pursuits 
to  devote  all  his  time  to  Adolescent  Well- 
ness, a  nonprofit  he  runs  from  an  office 
above  his  garage  in  Wellesley.  He  is  using 
this  outfit  (see  adolescentwellness.org)  to 
roll  out  across  the  country  the  child- 
focused  mental  health  tools  they've 
underwritten  or  developed  in  Boston. 

At  the  renowned  Children's  Hospital 
Boston  the  couple  helped  create  the 
Swensrud  Depression  Prevention  Initia- 
tive. Among  other  things  the  unit  trains 
psychotherapist  and  social  worker 
fellows  in  the  field  of  adolescent  depres- 
sion. These  experts  are  then  parachuted 
into  hard-pressed  school  districts  to  talk 
to  kids. 

Schools  in  Wellesley,  Mass.  solicited 
Bob  Anthony's  help  earlier  this  year.  A 
total  of  six  high  school  students  in  that 
school  district  and  in  neighboring 


Needham  had  committed  suicide  in  the 
previous  four  years.  Delvina  Miremadi,  ai 
24-year-old  Swensrud  unit  researcher  at 
Children's  Hospital  Boston,  was  sent  to  at 
parents'  workshop  in  Wellesley  to  read 
extracts  from  a  diary  she  kept  during 
adolescence,  when  she  suffered  from 
depression.  The  reading  was  intended  to 
show  parents  how  the  "perfect"  child  can 
sometimes  show  no  outward  sign  ol 
trouble. 

"Communication  is  our  focus — how* 
to  leave  lines  of  communication  open  to 
your  child  so  they  can  come  to  you — 
and  how  you  can  read  your  child  to  pick 
up  on  internal  cues  and  not  just  go  on 
what  is  happening  externally,"  say^ 
Miremadi. 

Swensrud  fellows  also  run  work- 
shops, sometimes  using  role-playing  skit! 
followed  by  Q&A,  to  make  students  anc 
administrators  aware  of  depression  anc 
its  telltale  signs  and  teach  them  how  tc 
intervene.  The  program  director,  Nadjj 
Reilly,  has  witnessed  ten  students  refei 
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themselves  to  mental  health  profession- 
als during  or  immediately  after  her 
workshops. 

For  the  frightened  parents  forced  to 
commit  a  child,  the  Anthonys  have 
financed  an  English-Spanish  guide  that 
prompts  parents  to  ask  the  right  ques- 
tions of  psychiatrists.  For  the  children 
committed  to  a  psychiatric  ward,  they 
helped  underwrite  the  pet  project  of  Dr. 
David  DeMaso,  the  psychiatrist-in-chief 
of  Children's  Hospital  Boston.  DeMaso's 
online  Depression  Experience  Journal 
s  a  compilation  of  testimonials  from 
llcids  who've  passed  through  a  locked 
psychiatric  ward. 

"When  I  first  came  to  the  hospital,  it 
was  hard  being  away  from  home,"  reads 
i  typical  entry.  "They  taught  me  to  get 
distracted  if  I  started  to  get  homesick, 
['ve  noticed  that  with  other  patients  this 
works  as  well.  There  is  one  girl,  who  was 
ihaving  a  really  hard  time  being  away 
from  home,  but  once  you  got  her 
outside  on  a  walk  or  playing  a  game  she 
was  fine.  This  also  motivated  her 


to  work  so  she  could  return  home." 

Perhaps  most  significant,  the 
Anthonys  discreetly  leveraged  their  sway 
in  town  to  get  DeMaso  and  another  of 
Boston's  top  psychiatric  authorities,  Dr. 
Joseph  Gold,  to  design  a  program  for 
schools  to  help  detect  early  mental  illness 
in  children.  The  Starter  Kit  for  Schools  is  a 
guide  to  alcohol  and  substance  abuse, 
stress  and  depression,  and  strongly  pro- 
motes adolescent  "resilience."  The  kit  also 
helps  schools  build  an  early  warning  sys- 
tem among  nurses,  teachers  and 
administrators. 

The  Boston  public  school  Boston 
Latin  found  that  the  kit  led  to  a  threefold 
increase  in  "assessments"  of  troubled  kids 
at  the  school,  followed  by  a  75%  drop  in 
emergency  room  visits.  Headmaster  Kerry 
Brennan  at  Roxbury  Latin,  a  private 
school,  says  that  the  Anthony-inspired 
program  caused  the  school  to  take  steps 
earlier  to  respond  to  kids.  "That  will  even- 
tually save  lives,"  Brennan  says. 

It  was  no  small  thing  for  Bob  Anthony 
to  get  DeMaso  and  Gold — competing 


Harvard  heavyweights  at  the  rival  Chil- 
dren's and  McLean  hospitals — to  sit 
around  a  table  and  come  up  with  a  com- 
mon vision.  "The  schools  told  us  that 
one  reason  they  didn't  have  a  mental 
health  program  in  place  was  because  the 
psychiatrists  gave  them  conflicting 
advice.  They  were  paralyzed  by  conflict- 
ing experts,"  says  Bob. 

From  Fernwood  Advisors,  the 
Swensrud's  family  office  in  downtown 
Boston,  Nancy  and  her  uncle  manage  the 
family's  wealth  while  continuing  Sidney's 
philanthropic  work  through  the  founda- 
tion he  created  in  1955.  The  Swensrud 
foundation  is  also  working  on  finding  a 
low-cost  and  noncontroversial  form  of 
birth  control  (i.e.,  nothing  postconcep- 
tion)  for  the  world's  poor;  it  funded  birth 
control  research  at  Massachusetts 
General  and  MIT. 

"We  work  on  the  stuff  no  one  else 
wants  to  touch,"  Nancy  says.  "Mental  ill- 
ness, birth  control,  immigration.  We  must 
be  suckers  for  punishment,  but  it's  also 
why  we  fly  low  under  the  radar."  F 
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OUR  Playoffs  for  the  FedExCup 

WELCOME  TO  GOLF'S  EXCITING  NEW  POSTSEASON  1 
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PLAYOFFS 


FecExCup 


Perhaps  more  than  any  other  major  sport,  golf  is  deeply  rooted  in  tradition.  That  is  one  of  it 
great  appeals  and,  in  a  time  when  other  sports  face  questions  of  integrity,  its  greatest  salvatic 


B 


ut  that  isn't  to  say  that  golf  is  mired  in  the  past.  This 
is  certainly  not  the  case  with  the  PGA  TOUR,  which 
this  year  embarked  on  a  revolutionary,  season-long 
points  competition,  the  FedExCup,  culminating  with 
the  worlds  best  players  meeting  in  dramatic  head-to- 
head  competition  in  the  four  week,  four-tournament  PGA  TOUR 
Playoffs  for  the  FedExCup.  Its  golfs  equivalent  of  the  World  Series, 
the  Super  Bowl  and  the  Final  Four,  and  there's  never  been  anything 
quite  like  it  in  the  sport.  When  everything  is  said  and  done,  the  last 
man  standing  in  September  will  be  golf's  first  FedExCup  champion. 

"We  decided  to  create  a  season  where  every  week  meant  some- 
thing very  special,  so  players  didn't  just  concentrate  their  efforts 
on  the  big  tournaments  but  on  their  performance  over  the  entire 
season,  making  the  Regular  Season  mean  something  much 
greater  than  it  currently  does.  We  also  need  to  focus  on  having  a 
stronger  finish,"  said  PGA  TOUR  Commissioner  Tim  Finchem 
when  he  introduced  the  program  in  2006. 

The  FedExCup  is  the  TOUR's  most  extensive  and  imaginative 
effort  at  a  summer-ending  postseason.  The  FedExCup  Regular 
Season  provides  the  most  points  for  the  four  major  championships 
(the  Masters  Tournament,  the  U  S.  Open,  the  British  Open  and  the 


PGA  Championship)  and  THE  PLAYERS  Championship,  folkn 
by  the  World  Golf  Championships  events  and  then  the  other  wee 
TOUR  events. 

"There's  a  significant  advantage  to  doing  well  during  the  sea 
so  you  can  come  into  the  Playoffs  with  a  higher  seeding,"  5 
Finchem.  "But,  like  other  sports,  it  doesn't  end  there.  The  FedEx( 
ultimately  has  to  be  won  through  strong  play  during  the  £ 
Playoff  events." 

After  the  first  36  events  of  the  season,  the  top  144  point  leac 
qualified  for  the  first  of  four  Playoff  events.  The  Barclays,  playe' 
the  venerable  Westchester  Country  Club  in  suburban  New  \ 
City  (August  23-26,  GOLF  CHANNEL/CBS).  Prior  to  The  Bard 
points  were  reset  to  give"  a  slight  advantage  and  reward  to  pla; 
who  performed  well  during  the  Regular  Season.  However,  qualifi 
for  the  Playoffs  gives  all  players  a  very  real  shot  at  success,  much 
same  way  a  "wild  card"  team  in  baseball  has  a  good  chano 
making  the  World  Series. 

The  fields  are  reduced  as  the  Playoffs  continue.  They  drop  fi 
144  at  The  Barclays  to  120  at  the  Deutsche  Bank  Champions 
played  at  the  revamped  TPC  Boston  in  Norton,  Mass.  over  La 
Day  weekend  (GOLF  CHANNEL/NBC).  The  field  at  the  BP| 
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Canon  products.  For  performance  you  can  always  count  on.  while  it  may  not  seem 
f     obvious,  there's  actually  an  important  connection  between  PGA  TOUR  players  and  Canon  office  solutions. 

TOUR  players  can't  perform  without  the  best  clubs  and  business  people  can't  perform  without  the  best  technology. 
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office  solutions*  At  Canon,  we  understand  that  you  have  to  do  better  than  par  for     f  £Vfl*l 

the  course.  1-800-OK-CANON  www.usa.canon.com 


IMAGECLASS  and  IMAGERUNNER  are  registered  trademarks  ot  Canon  Inc.  in  Hie  United  Stales  and  may  also  be  registered  trademarks  or  liademarks 
:r  countries.  IMAGEANYWARE  is  a  trademark  ol  Canon  ©2006  Canon  U.S.A..  Inc.  All  rights  reserved.  Products  shown  with  oplional  accessories, 
e:  Gartner  Dalaquesl  -  "Printer  Quarterly  Statistics  United  Stales  -  Database.'  Camille  loms.  February  2006. 


imagcANYWARE 


I -a 

is 

3  S 
-c  2P 


4* 


si 

H  H 

<  00 


Championship  at  Cog  Hill  Golf  &  Country  Club  outside  Chicago 
(September  6-9,  GOLF  CHANNEL/NBC)  totals  70,  and  the 
Playoffs  make  a  grand  finale  at  THE  TOUR  Championship  present- 
ed by  Coca-Cola  at  its  traditional  venue,  the  East  Lake  Golf  Club  in 
Atlanta  (September  13-16,  GOLF  CHANNEL/NBC).  As  the  fields 
are  reduced,  the  competition  becomes  more  intense  and  fan 
interest  and  media  coverage  increase. 

While  it's  true  that  the  financial  rewards  for  success  in  the 
FedExCup  would  have  been  unthinkable  for  players  just  a  few  years 
ago,  the  focus  of  the  FedExCup  remains  on  the  spirit  of  competition, 
made  all  the  more  compelling  by  the  sustained  four- week  drama  of 
golfs  elite  fighting  to  progress  to  the  next  week's  tournament. 

Still,  it's  impossible  to  overlook  the  financial  reward  that  awaits  the 
FedExCup  champion:  a  $10  million  bonus,  the  largest  in  any  sport. 

"We're  very  excited  about  2007  and  beyond,"  says  Kevin  Demsky, 
director  of  sports  marketing  at  FedEx.  "You're  talking  about  a  new 
beginning,  a  new  era  and  innovation  within  professional  golf.  At 
FedEx,  we're  pleased  to  be  part  of  the  innovation,  to  set  a  new 
direction  for  professional  golf.  Going  forward,  we're  making  a 
commitment  to  golf  and  we  feel  strongly  about  it." 

The  structure  of  the  FedExCup  almost  certainly  caused  some 
players  to  fine-tune  their  playing  schedules  as  the  Playoffs 
approached.  On  the  one  hand,  they  wanted  to  accumulate  as  many 
Regular  Season  points  as  possible  in  advance  of  the  Playoffs,  but 
having  competed  since  January,  many  were  naturally  tempted  to  take 
some  time  off  in  advance  of  the  Playoffs  in  order  to  be  fresh  for  the 
four-week,  pressure-packed  run. 

"It's  going  to  take  some  creative  time  management,"  said  Davis 
Love  III  in  anticipation  of  the  Playoffs.  "We're  all  trying  to  find  our 


The  par-3  18th  hole  at  East  Lake  Golf  Club,  the  final  hole 
the  final  event  in  the  PGA  TOUR  Playoffs  for  the  FedExCi 

way  through  the  first  year  to  see  what  approach  works  best." 

One  player  who  almost  certainly  figures  to  be  in  the  thick 
things  on  the  last  day  at  East  Lake  is  Tiger  Woods,  who  thinks  t 
FedExCup  is  a  win-win  for  everyone  involved. 

"This  is  an  exciting  time  for  golf  says  Woods,  who  led  t 
FedExCup  standings  through  early  August,  followed  by  Vijay  Sing 
Jim  Furyk  and  Phil  Mickelson.  "It's  certainly  more  exciting 
everyone,  not  just  for  us  as  competitors  who  will  be  bucking  hea 
against  the  best  more  often,  but  for  the  fans  as  well." 

Which,  at  the  end  of  the  day,  is  the  whole  idea  behii 
the  FedExCup. 
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Shilling  Schilling 

Curt  Schilling  of  the  Boston  Red  Sox  is  set  to  become  a  free 
agent  for  the  first  time  in  his  20-year  career.  So  why  did  he 
fire  the  folks  who  had  negotiated  for  him?  By  David  Armstrong 


CURT  SCHILLING  HAS  BEEN 
named  one  of  the  ten  most 
despised  athletes  in  sports. 
Columnists  criticize  the  Boston 
Red  Sox  pitcher  as  a  mouthy, 
attention-getting  self-promoter  who  brags 
about  his  work  ethic  and  uses  TV,  radio  and 
the  Web  to  hold  forth  on  everything  from 
steroid  use  to  the  Iraq  War  and  his  support 
for  President  Bush. 

Schilling  recently  was  branded  a  "politi- 
cian" and  a  "hypocrite"  by  steroids  whistie- 
blower  Jose  Canseco,  the  former  Oakland 
As  slugger.  In  the  late  '90s,  when  Schilling 
pitched  for  the  Phillies  and  publicly 
lamented  their  lameness,  the  I  us  general 
manager  countered:  "He's  a  horse  every  fifth 


day  and  a  horse's  ass  the  other  four." 

"That's  followed  me  ever  since,"  Schilling 
wrote  recendy  on  his  blog,  38pitches.com, 
complaining  it  "was  taken  to  be  a  fact." 

"Curt's  a  blowhard,"  says  Boston  Globe 
columnist  Dan  Shaughnessy.  "There  just 
seems  to  be  this  insatiable  need  to  be  told  how 
great  he  is." 

Now  Schilling  is  in  the  final  year  of  his 
contract  with  the  Red  Sox,  playing  for  $13 
million  this  season.  He  asked  for  a  contract 
extension  but  was  refused.  That  means 
Schilling,  age  40  and  the  seventh -oldest 
player  in  the  American  League,  will  be  a  free 
agent  at  season's  end,  for  the  first  time  in  his 
20-year  pro  career.  He  has  struggled  a  bit 
this  season,  ranking  only  third  among  his 


team's  starting  pitchers  in  earned  run  av 
erage  and  benched  for  all  of  July  by  a  sor 
shoulder. 

Schilling  embarks  on  his  job-hunting  bi 
at  season's  end,  without  the  help  of  the  tw 
agents — Jeff  Bonis  and  Dennis  Gilbert  of  th 
firm  Beverly  Hills  Sports  Council — who  ha 
represented  him  for  much  of  his  career.  H 
had  an  especially  bitter  falling-out  with  th 
duo,  and  still  it  simmers,  four  years  after 
began.  Now  the  pitcher  bargains  for  himsel 

"I'd  be  paying  someone  to  negotiate 
salary  I  basically  already  knew  I  was  goin 
to  get,"  Schilling  says  between  spits  of  chew 
ing  tobacco,  a  habit  he  indulges  despite  bein 
diagnosed  with  precancerous  lesions  insid 
his  lip.  "It  doesn't  make  sense.  I  never  had 
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Healthier  employees.  Higher  productivity. 
A  plan  you  can  afford.  No,  you're  not  dreaming. 

Lumenos  consumer-directed  health  plans  are  specially  designed  to  help 
improve  the  health  of  small  business  employees. 

By  combining  preventative  care  with  traditional  coverage  and  health 
savings  accounts  that  members  oversee  themselves,  Lumenos  plans 
offer  employees  a  better  way  to  manage  their  health.  With  features  like 
personal  health  coaches  and  online  tools  that  help  members  save  on 
prescriptions  and  better  understand  treatment.  Aad  financial  rewards 
for  employees  who  make  an  effort  to  improve  their  health.  Plus,  all 
-    preventative  care  services  are  covered  100%,  so  employees  are  more 

.  likely  to  see  their  doctors.  By  encouraging  employees  to  take  a  proactive 
role  in  their  health,  Lumenos  provides  a  higher  quality  of  care,  at  a 

.  cost  small  business  can  afford. 

Find  out  more  at  bluecrossca.com  or  call  your  Blue  Cross  agent. 


Medical  and  Dental  coverage  from  Blue  Cross  of  California  (BCC)  and/or  BC  Life  8  Health  Insurance  Company  (BCL8H).  Life  insurance  from  BCL8H  BCC  and  BCL8H  are  independent  licensee;,  of  the  Blue  Cross 
Association.  S  Registered  Marks  of  the  Blue  Cross  Association.  ©  Z007  BCC. 


Public  lands  make  up  over  one-third  of  this  great  country,  and  they 
belong  to  each  of  us.  From  sidewalks  outside  our  doors  to  beaches  to 
distant  mountain  streams,  we  share  it  all.  And  together,  we  can  protect 
it.  Whether  you'd  like  to  organize  a  cleanup,  be  a  campground  host, 
or  do  something  else,  there's  a  way  you  can  help.  To  find  out  more  'NyC^M  ER ICA 

about  the  volunteer  opportunities  available,  visit  www.TakePride.gov.    It's  your  land,  lend  a  han, 


Take  Pride 


THE  NEW 

NET  GAINS 


Brought  to  you  by 
Kaiser  Permanente 


Health  means  wealth,  right?  Kaiser 
in  play  and  your  workforce  healthy.  We  offer  PPO  and  POS  plans  with  a  network  of  40,000  doctors 
to  choose  from,  in  addition  to  our  own  physicians,  plus  Medicare  and  deductible  HMO  plans  to 
meet  your  company's  budget.  We  even  have  HRAs  and  HSAs  to  help  you  get  the  most  out  of  your 
health  care  dollars.  Most  important,  our  online  and  offline  tools  and  preventive  services  can  inspire 
employees  to  take  on  healthy  new  habits,  keeping  them  productive.  Trust  our  single  carrier  solution 
from  the  people  who  believe  that  net  gains  should  include  some  positive  changes  in  health. 


The  Traditional  HMO  Plan  and  the  In-Network  portion  of  the  Point-of-Service  (POS)  Plans  are  underwritten  by  Kaiser  Founc 
Insurance  Company  (KPIQ  und 


Inc.  (KFHP).  Kaiser  Permanente 
is  a  subsidiary  of  KfHR 


KAISER  PERMANENT 


Fly  Southwest  Airlines  and  enjoy  your  big,  comfortable  leather  seat.  Whether  you're 
getting  some  work  done  before  a  meeting  or  resting  on  your  way  home,  our  fleet 
of  spacious  Boeing  737s  gives  you  all  the  room  you  need.  In  addition  to  serving 
.  Oakland  and  San  Jose,,  we're  adding  service  from  San  Francisco  (SFO)  starting 
August  26  to  make  things  even  more  convenient.  Personal  space,  ontime  flights, 
and  frequent  nonstops  from  the  Bay  Area  make  Southwest  the  best  value  in  the  air. 


I  want  to  keep  in  touch 
with  my  friends  and  family 
without  getting  a  call 
from  the  CFO. 


FREE 

HIGH-SPEED 
INTERNET 
& 

FREE 

LONG  DISTANCE 


WHAT'S  YOUR  REQUEST?®  Do  you  want  to  chat  up  old 
friends  and  current  business  associates  or  leisurely  surf  the  web? 
Join  the  Wyndham  ByRequest"  program  and  enjoy  extras  like  free 
long  distance  and  high-speed  Internet. 

1.800 WYNDHAM  wyndham.com 


udham  ByRequest1  benefits  are  available  at  participating  Wyndham  properties  and  are  subject  to  certain  restrictions-  For  a  complete  list  of  terms  and  conditions,  visit  wyndham.com. 


ON  BUDGET.  FLEXIBLE.' 


"Our  interior  designers  have  to  come  up  with  creative  ideas  to  get  the  best  for  our  clients 
—  all  within  budget.  Health  Net  does  the  same  for  us.  They  manage  to  keep  costs  in  line, 
yet  offer  a  fine  range  of  options.  They're  a  good  fit."  To  learn  about  the  full  range  of  health 
care  plans,  call  your  Health  Net  Broker,  or  Health  Net  at  1-800-447-8812,  option  1. 
Or  visit  www.healthnet.com. 


Health  Net 

A  BETTER  DECISION 


HMO,  EOA,  and  POS  plans  are  offered  by  Health  Net  of  California.  Inc.  PPO  and  Flex  Net  plans  are  underwritten  by  Health  Net  Life  Insurance  Company.  Health  Net  of  California,  Inc.  and 
Health  Net  Life  Insurance  Company  are  subsidiaries  of  Health  Net,  Inc.  ©  2007  Health  Net  of  California,  Inc.  Health  Net*  is  a  registered  service  mark  of  Health  Net.  Inc.  All  rights  reserved. 


Negotiating 


desire  to  be  at  the  top  of  the  ladder,  salary- 
wise,  anyway.  I'm  making  more  money  than 
I  ever  thought  I  would." 

"A  lot  of  players  would  like  to  say  they 
have  Curt  Schilling's  record  and  financially 
are  going  to  go  out  there  on  their  own,"  says 
Paul  Cobbe,  a  major  league  agent.  "But  hon- 
estly, there  are  very  few  players  with  that  kind 
of  momentum  in  the  business." 

Only  a  few  players  in  Major  League  Base- 
ball negotiate  on  their  own  behalf,  including 
Gary  Sheffield  of  the  Detroit  Tigers  and  the 
Phillies'  Jamie  Moyer.  "The  idea  agents  like 
to  promote  is  the  athlete  as  an  idiot  who  goes 
in  and  is  taken  advantage  of  by  the  club,"  says 
Schilling's  lawyer,  Ed  Hayes.  A  lawyer  or 
adviser  can  get  paid  by  the  hour  rather  than 
rake  the  5%  cut  off  the  top  that  agents  take, 
he  says,  but  a  player  "has  to  be  relatively  con- 
fident in  his  ability  to  negotiate,  and  not 
every  player  is." 

Schilling  overdoses  on  confidence.  He 
began  his  career  on  a  farm  team  for  the  Red 
Sox  in  1986.  Bonis  and  Gilbert  spotted 
Schilling  in  1988  and  signed  him.  He  was  21 
years  old,  wore  an  earring  and  painted  blue 
streaks  in  his  hair.  He  was  earning  the  league 
rninimum  and  played  off-season  ball  in  the 
Dominican  Republic. 

By  1993,  with  the  agents  doing  the  dick- 
ering, Schilling  was  up  to  $  1  million  in  salary, 
having  ping-ponged  from  the  Sox  to  the  Bal- 
timore Orioles  to  the  Houston  Astros  to  the 
Philadelphia  Phillies.  By  1997  Bonis  and 
Gilbert  had  landed  a  contract  that  would  pay 
him  $22  million  over  the  next  four  years, 
more  than  doubling  the  pitcher's  previous  pay 
But  Schilling  soon  began  to  question  the  value 
of  agent  representation;  he  says  he  got  the  idea 
from  Phillies  teammate  Lenny  Dykstra,  who 
told  him  it  was  stupid  to  keep  paying  an  agent 
for  the  rest  of  his  career.  "I  wasn't  using  them 
to  do  my  taxes,  I  wasn't  using  them  for  out- 
side appearances,"  he  says. 

He  talked  to  Bonis  and  said  he  was 
Jiinking  of  going  it  alone,  but  Bonis  pre- 
vailed on  Schilling  to  stay  onboard.  The 
Ditcher  says  Borris  played  on  their  long 
iriendship— they  attended  each  other's  wed- 
dings, and  Borris  would  stay  overnight  at 
Shilling's  home— and  assured  him  that 
vhen  the  time  came,  Schilling  could  pay 
hem  what  he  thought  was  fair.  "They  talked 
ne  out  of  it,"  he  says. 

Bickering  with  the  local  press  and  Phillies 


general  manager  Ed  Wade  (who  coined  the 
one-liner  about  Schilling  and  horses),  the 
pitcher  jumped  at  the  chance  to  be  traded  to 
the  Arizona  Diamondbacks  in  2000.  And 
that's  when  he  negotiated  for  himself  for  the 
first  time,  he  says. 

Schilling  sat  across  the  table  from 
Diamondbacks  owner  Jerry  Colangelo  and 
landed  a  three-year  pact  worth  a  total  $32 
million.  But  Schilling  says  he  made 
"sporadic"  payments  to  his  former  agents  in 
2001  and  2002,  albeit  at  less  than  the  5%  cut 
they  had  always  exacted.  In  early  2003 
Schilling  says  he  was  in  Los  Angeles  to  pitch 
against  the  Dodgers  when  Borris  called  his 
cell  phone.  They  chatted  amiably  for  a 
while,  then  Borris  asked:  Where's  the  rest 
of  the  money? 

Schilling  says  he  responded:  "This  had 
better  be  a  joke,  and  if  it's  not  a  joke,  I'm  fir- 
ing you."  When  Borris  said  he  was  serious, 
"I  told  him  he  was  fired." 

The  rift  later  went  to  arbi- 
tration. "I  was  sitting  across  the 
table  from  two  guys  I'd  known 
for  15  years  and  they  lied  to  my 
face.  And  that  crushed  me," 
Schilling  says.  "I  didn't  have  to 
give  them  a  penny,  because  the 
arbitrator  believed  what  we 
said.  Mr.  Colangelo  came  on  the 
phone  during  the  arbitration 
and  basically  admitted 
he  and  I  negotiated  the 
contract.  That  followed 
closely  on  the  heels  of 
them  saying  absolutely 
not." 

Colangelo  didn't  re- 
spond to  a  request  for 
comment.  Borris  says 
Schilling's  account  of  the  h^HRBBMH 

dispute  is  not  accurate, 

but  he  declined  to  elaborate  further. 

Following  the  2003  season  Schilling 
went  on  to  negotiate  the  contract  that 
would  bring  him  to  Boston  and  waived 
his  no-trade  clause  with  Arizona.  When 
he  hosted  Red  Sox  general  manager  Theo 
Epstein  at  his  home  in  Paradise  Valley, 
Ariz.,  the  pitcher  made  sure  to  move  his 
trophy  for  the  Diamondbacks'  2001  World 
Series  victory  to  the  room  where  they 
would  meet.  Schilling's  wife,  Shonda, 
cooked  Thanksgiving  dinner. 


"If  he  didn't 
fake  it,  he's  the 
kind  of  guy 
who  probably 
would." 


Ultimately  Schilling  engineered  a  pack- 
age so  unorthodox  few  agents  would  have 
sought  it:  a  two-year,  $27.5  million  extension, 
with  a  sweetener — if  he  helped  the  Red  Sox 
win  a  World  Series,  he  would  be  given  a  $2 
million  salary  bump,  plus  an  extra  year  at  $  1 3 
million.  The  league  prohibits  paying  a  sin- 
gle player  a  bonus  based  on  a  team's  overall 
standing,  but  baseball  officials  approved  it 
nonetheless.  "It  had  never  been  done  before," 
Schilling  says,  "but  I  knew  what  they  wanted 
me  there  for.  And  if  I  delivered,  I  deserved 
it  If  I  didn't,  I  didn't." 

The  Red  Sox  in  2004  won  their  first 
World  Series  in  86  years,  and  Schillings 
help  was  critical.  That  season  he  gar- 
nered more  wins  than  any  other  pitcher 
in  the  American  League  and  had  the 
second-best  earned  run  average.  In 
Game  6  of  the  American  League  Cham- 
pionship Series  against  the  fabled  Yan- 
kees, Schilling,  who  had  just 
undergone  radical  tendon 
surgery,  pitched  seven  near 
perfect  innings,  as  blood 
from  the  sutures  soaked  the 
sock  on  his  hobbled  ankle. 

To  long-suffering  Red  Sox 
fans  that  bloody  sock  became 
a  symbol  of  the  team's  grit.  But 
earlier  this  season,  in  a 
televised  game  between  the 
Sox  and  the  Baltimore 
Orioles,  the  Orioles' 
team  announcer,  Gary 
Thorne,  revived  a  per- 
sistent rumor.  He  said  he 
had  learned  that  the 
sock  was  a  fake— a  stunt 
aimed  at  rallying  players 
and  fans  alike. 
—nnMnan  Not  true,  and 
Schilling  hurled  a  bean- 
ball  on  his  blog,  saying  Thorne  and  all  his 
other  media  foes  should  be  "put  on  an 
island  somewhere  . . .  they  have  little  to  no 
talent  at  what  they  do."  Schilling  offered  to 
donate  $1  million  to  his  critics'  charity  of 
choice  if  they  could  prove  the  blood  was 
fake.  That  the  spat  occurred  at  all,  three 
years  after  the  Red  Sox  win,  says  something 
about  how  some  fans  and  sports  reporters 
view  Curt  Schilling:  They  figure  even  if  he 
didn't  fake  it,  he's  the  kind  of  guy  who  prob- 
ably would.  F 
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Why  Not? 


EXPERIMENT 


,      A I  -  M  A  K  I  IS  A  SOPHISTICATED  CRUNCHER  OF 
S  jV  historical  data.  Before  Hurricane  Ivan  hit 

W|  0  H^V  Florida  in  2004,  the  retailer  had  already  started 
■Bflf  HH   rushing  strawberry  Fop  Tarts  to  stoi  cs  in  the 

«HV  Wm  hurricane's  path.  By  analyzing  sales  in  areas  hit 
by  prior  hurricanes,  it  was  able  to  predict  that  people  would  be 
yearning  for  the  gooey  comfort  of  Pop-Tarts,  finger  food  that 
doesn't  require  cooking  or  refrigeration. 

Wal-Mart  and  its  database  engineers  are  well  known  for  such 
cleverness.  But  they  could  be  much  cleverer  still.  They  could  do 
randomized  tests.  To  the  best  of  our  knowledge,  while  the  com- 
pany experiments  with  different  store  layouts  and  price  changes, 
it  does  no  randomized  tests,  those  in  which  the  stores  (or  people 
or  whatever)  being  observed  are  randomly  assigned  to  either  a 
test  group  or  a  control  group. 

What's  so  great  about  randomized  tests?  Why  are  they  com- 
mon in  scientific  studies  and  the  gold  standard  for  drug  compa- 
nies testing  new  medicines?  The  reason  is  that  they  eliminate 
subtle  biases  that  can  corrupt  comparisons  between  groups. 

Suppose  that  Wal-Marts  with  drinks  at  the  front  of  the  store 
have  better  sales,  as  a  group,  than  the  ones  with  drinks  at  the 
back.  Can  you  be  sure  that  it  is  the  layout  that  delivered  the 
results?  It  could  be  that  more  of  the  front-row-drink  stores  hap- 
pen to  be  in  the  South,  where  it  is  hotter  and  people  thirstier. 
The  way  to  get  the  answer  is  to  select  a  random  subset  of  stores 
across  the  country  to  get  a  different  layout  and  to  compare  their 
results  with  those  at  other  stores. 

For  years  it  was  believed  that  a  low- fat  diet  reduces  the  risk 
of  cancer.  After  all,  low-fat  Japan  has  lower  cancer  rates  than 
the  high-fat  U.S.  But  in  2006  the  Women's  Health  Initiative 
reported  the  findings  of  its  $415  million,  eight-year  study  of 
49,000  women  who  were  randomly  assigned  to  different  diets. 
The  results  showed  no  effect  of  dietary  fat  on  cancer.  It  turns 
out  we  don't  know  why  different  countries  have  different  cancer 
rates.  Without  a  random  trial  you  risk  confusing  correlation 


Ian  Ayres  &  Barry  Nalebuff 

Capital  One  runs  thousands  of  randomized  tests  to  find  oui 
what  kind  of  credit  card  solicitation  is  most  effective.  Should  i 
offer  a  three-month  teaser  rate  of  2%  or  a  six-month  teasel 
rate  of  4%?  Sending  out  alternative  solicitations  to  randon 
groups  of  prospects  produces  the  answer.  In  South  Africa 
Credit  Indemnity,  now  part  of  African  Bank,  used  a  random 
ized  trial  to  learn  that  adding  a  photo  of  a  smiling  woman  ir 
the  corner  of  the  solicitation  letter  raised  the  response  rate  (o 
male  customers)  by  just  as  much  as  dropping  the  interest  rat 
by  4.5  percentage  points. 

The  Internet  has  created  new  opportunities  for  testing 
because  in  cyberspace  randomization  is  quick  and  cheap 
Companies  like  Offermatica  will  let  you  test  which  landinj 
page  generates  the  most  sales  (or  form  completions  or  clicks 
by  randomly  showing  surfers  different  versions.  Randomize* 
Web  pages  have  shown  online  retailers,  sometimes  after  jus 
a  few  hours,  that  displaying  a  VeriSign  warranty  can  generat 
more  sales. 

Google's  Adwords  has  a  randomization  feature  that  let 

anyone  test  a  series  of  ads  ti 
see  which  ad  produces  th 
most  click-throughs.  Ian  usei 
this  feature  to  help  name  hi 
new  book  on  how  data-drive: 
decision  making  is  changin 
the  world.  The  final  candi 
dates  for  the  title:  Supe 
Crunchers:  Why  Thinking-b) 
Numbers  Is  the  New  Way  t 
Be  Smart  and  The  End  c 
Intuition:  Why  Thinking-b} 
Numbers  Is  the  New  Way  t 
Be  Smart.  Ian  preferred  th 
latter.  But  a  test  on  peopl 
searching  for  "data  mining"  c 
"number  crunching"  quickly  showed  (with  250,000  pag 
views)  that  viewers  were  63%  more  likely  to  click  through  o 
a  "Super  Crunchers"  ad.  So  much  for  Ian's  intuition. 

The  possibilities  for  randomized  testing  go  beyond  ma: 
keting  and  ad  campaigns.  Firms  should  randomize  qualifies 
tion  standards — for  hiring,  for  lending,  for  issuing  insuranc 
An  insurer  can  mine  historical  data  to  see  whether  it's  mai 
ing  money  on  its  current  customers.  But  historical  data  car 
reveal  the  potential  profitability  of  people  turned  away.  Tl 
answer  is  to  accept  some  of  the  rejects  in  order  to  look  f< 
pockets  of  profitability.  While  many  insurance  compani* 
shied  away  from  insuring  motorcycles,  Progressive  Insuranc 
found  that  middle-age  bikers  with  college  degrees  were  m 
born  to  be  wild. 

It's  time  that  businesses  stopped  relying  on  intuition  ar 
started  testing.  As  Cole  Porter  said  in  his  song,  "Experiment!" 


Randomized 
tests  eliminate 
subtle  biases 
that  can 
corrupt 
comparisons 
between 
groups. 


Some  businesses  are  B^^^^^S  lan  ^res  anc'  Barry  Nale'3un<  are  professors  at  Yale  Law  School  and  Yale  School  of  Management.  Ayres' 

..  ...  _uUw^]  latest  book,  Super  Crunchers,  was  published  in  August.  Visit  their  home  page  at  www.forbes.com/whym 

nip  to  randomization.  SHfflMI^HBiMl 
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For  250  years,  Kuwait  has  forged  its  way  through  history  as  an  independent 
rading  hub.  The  merchant  seamen  who  built  up  the  country  have  transformed 
hemselves  into  modern  business  conglomerates  and  the  consensual  form  of 
overnment  between  the  rulers  and  merchant  families  has  developed  into  the 
most  advanced  democracy  in  the  Gulf  region. 


analysts  expect  Foreign  Direct  Investment  to  reach  US$500  million  by  the  end 
f  the  decade,  as  foreign  firms!take  advantage  of  a  liberalization  process  that 
has  eased  restrictions  on  foreign  banks  and  provided  growing  investment 
opportunities.  The  following  pages  contain  interviews  with  visionaries  who 

are  leading  the  way  into  Kuwait's  future. 

Visit  the  Kuwait  Special  Advertising  Section  Online  at  www.forbesspecialscctions.com/Kuwait 
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V1.A.  Al  Kharafi  &  Sons  Group 
3ise  to  the  Top 


s  an  understatement  to  say  that  Kuwaiti  business  tycoon  Nasser  Al  Kharafi,  presi- 
lent  of  Mohammed  Abdulmohsin  Al  Kharafi  and  Sons  Group,  is  a  power  player. 


Dver  125  years  ago  his 
grandfather,  Abdulmohsin 
Al  Nasser  Al  Kharafi, 
arted  the  Kharafi  Group  as  a  trad- 
ig  company.  Today  its  primary 
usiness  is  construction,  and  it  has 
ji  annual  turnover  of  more  than 
%  billion  and  global  operations  in 
lurope,  Africa,  Asia,  the  Middle 
ast  and  the  Caribbean. 
Of  course,  Nasser  Al  Kharafi  and 
mily  are  best  known  for  frequent 
)pearances  on  the  Forbes  list  of 
le  world's  richest  people.  In  2006 
ley  ranked  29th,  with  a  net  worth 
f  about  $12.4  billion. 


m 


ig  Business  Deals 

he  group  is  signing  contracts 
[r  upcoming  projects  with  the 
igyptian  government.  "Egypt  has  a  tremendous  source 

r  both  skilled  and  unskilled  workers,  with  a  govern- 
ment willing  to  work  with  investors,"  says  Al  Kharafi. 
In  his  home  country,  the  Kharafi  Group  has  been 

volved  in  projects  ranging  from  construction  to  petro- 
jiemicals.  One  very  important  project  was  the 
Wastewater    Treatment    &    Reclamation    Plant  at 

llaibiya,  a  Build-Operate-Transfer  (BOT)  project  and 

e  largest  of  its  kind  in  the  world,  completed  in  2004  at 

p  cost  to  the  Kuwait  government.  Al  Kharafi  explains, 
very  day  we  receive  and  treat  350,000  m3  [cubic 

eters]  of  sewage,  producing  potable  water,  which  is 

en  bought  by  the  government. 

"We  also  have  other  interesting  projects  such  as  the 
ber  Al  Ahmed  International  Sports  Stadium,  with  a 
ating  capacity  for  60,000  spectators,  at  $190  million; 
d  the  Lattakia-Ariha  Highway  in  Syria,  the  construc- 
)n  of  200  km  of  road  over  varying  terrains,  at  $250 
illion,"  he  says. 


Nasser  Al  Kharafi 
President 
M.A.  Al  Kharafi  &  Sons  Group 


"We  have  recently  signed  a  con- 
tract for  the  construction  of  the 
headquarters  and  office  park  for  the 
new  Jebel  Ali  Airport  in  Dubai, 
worth  about  $400  million,"  Al 
Kharafi  notes.  "We  are  benefiting 
from  the  region's  growth,  with 
even  more  projects  in  the  pipeline." 

The  Kharafi  Group  employs  about 
100,000  people  from  25  countries, 
including  Arab  countries  such  as 
Egypt,  the  UAE,  Yemen  and  Saudi 
Arabia,  as  well  as  Albania,  Kenya,  the 
Maldives  and  South  Africa. 

The  Kharafi  Group  also  has  key 
shareholdings  in  some  of  Kuwait's 
biggest  firms,  such  as  mobile 
phone  services  provider  Mobile 
Telecommunications  Company 
(MTC)  and  the  National  Bank 
of  Kuwait  (NBK).  Future  plans  for  MTC  focus  on 
the  fast-growing  African  market.  MTC  has  bought 
Netherlands-based  Celtel,  which  operates  in  about  14 
sub-Saharan  countries. 

Al  Kharafi  is  also  upbeat  about  Americana,  of  which 
the  Kharafi  Group  is  a  majority  shareholder.  Americana 
owns  big-name  U.S.  fast-food  restaurants  across  the 
Middle  East,  such  as  TGI  Friday's,  KFC,  Hardee's 
and  Pizza  Hut,  and  produces  consumer  foods  such 
as  Americana  Meat,  California  Garden,  Heinz  and 
Green  Land. 

"Americana  has  continued  its  steady  growth,  with  over 
800  restaurants  and  food  production  facilities.  Our  latest 
acquisitions  are  cheese  and  dairy  produce  factories  in  Egypt 
and  the  new  franchise  for  Krispy  Kreme  doughnuts  to 
develop  outlets  in  Kuwait  and  the  region,"  he  says. 

As  the  Middle  East  region  continues  to  grow,  Nasser 
Al  Kharafi  can  visualize  the  opportunities  for  the  group, 
and  he  looks  forward  to  continued  success.  ■ 


Born  in  Kuwait  on  June  17,  1943,  Nasser  Al  Kharafi  is  married  with  three  sons  and  two  daughters.  He  received  a  diploma  of 
business  administration  from  the  Liverpool  College  of  Commerce  in  the  U.K.,  and  at  a  young  age  he  started  in  the  family 
I  business  and  turned  it  into  the  multinational  group  it  is  today. 


M.A.  Al  Kharafi  &  Sons  Group  •  +965  4813622 


Our  Mission 


Total  commitment  to  uncompromising  quality. 
Nurturing  excellence  in  every  sphere  of  operation. 
Seeking  out  the  best,  in  construction,  design  and  location. 
Creating  innovative  projects  that  deliver  value  and  satisfaction. 
Forging  partnerships  based  on  mutual  trust  and  common  values. 
Working  with  integrity,  building  investment  potential. 
Paying  attention  to  every  need. 

Excellence  in  every  detail. 


•  interiors  from  famous  international  designers,  exteriors  from  world  leaders  in  the  field,  intelligent  architecture  from  the  world's  best  brands.  Our 
jch  to  real  estate  is  one  that  examines  and  re-examines  every  little  detail.  From  choosing  the'perfect  location  to  picking  the  perfect  raw 
;%^gils  te^executing  the  project  perfectly,': 

For  more  information  about  our  projects,  please  call:  800229227 
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Kuwait  Finance  House: 

The  'Harvard'  of  Islamic  Banks 

For  30  years,  Kuwait  Finance  House  (KFH)  has  pushed  the  boundaries  of  the  ever- 
svolving  world  of  Islamic  finance,  to  the  extent  that  it  has  been  dubbed  the 
'Harvard"  of  Islamic  banks. 


Kuwait's  largest  Islamic  insti- 
tution has  emerged  from  its 
modest  beginnings  in  the 
ate  1970s  as  one  of  the  world's 
eading  Islamic  banks,  opening 
lew  branches  from  Turkey  in  the 
vest  to  Malaysia  in  the  east. 
But  KFH,"  says  Chairman  and 
Managing  Director  Bader  Abdul 
tohsen  Al-Mukhaizeem,  "remains 
.rounded  in  the  oil-rich  Gulf  state 
>f  Kuwait." 

The  Kuwaiti  bank  —  around 
[0%  owned  by  various  govern- 
nental  bodies  —  boasted  assets 
I  US$21.2  billion  in  2006, 
;rowing  18.7%  from  2000  to 
[005,  double  the  mean  achieved 
>y  conventional  banks.  KFH's 
ocal    market    share    stood  at 

1.1%  in  2006,  up  around  15%  from  2000.  Client 
leposits  reached  US$12.9  billion  in  2006,  up  more 
nan  20%  since  the  start  of  the  decade,  and  currently 
tand  at  nearly  US$14.7  billion  as  of  Ql  2007.  The 
Janking  Studies  Institute  has  said  Islamic  banks  in 
he  Gulf  achieve  high  profitability  in  terms  of 
eturns  on  assets  when  compared  to  conventional 
anks.  In  addition,  KFH  has  achieved  the  highest 
eturn  on  equity  across  the  Gulf  Cooperation 
Council  (GCC)  grouping  of  six  Arab  states. 

KFH's  role  in  Islamic  finance  goes  far  beyond  its  home 
ase.  Throughout  its  history  it  has  provided  innovation 
nd  trained  generations  of  practitioners  in  the  art  of 
ihariah-comphant  banking.  Al-Mukhaizeem  says  the 
ank's  innovative  approach  has  been  vital  to  the  delivery 
f  consistent  returns  to  shareholders. 

He  points  to   the  innovative  blending  of  conven- 

onal    and    Islamic    finance    for    Kuwait's  Equate 


Bader  Abdul  Muhsen  Al-Mukhaizeem 
Chairman  and  Managing  Director 
Kuwait  Finance  House 


Petrochemicals  project  and  KFH's 
role  in  forming  the  Bahrain-based 
Liquidity  Management  Centre  to 
help  Islamic  banks  invest  their 
surplus  liquidity.  This  has  spurred 
the  global  market  in  sukuk  (Islamic 
bonds),  expected  to  reach  issuance 
of  US$5  billion  this  year  alone. 

The  sukuk  market  is  one  of 
the    hottest    areas    of  Islamic 
finance,  growing  at  around  45% 
a   year   as    regional    and  even 
international    companies  look 
to    finance    their  requirements 
through  the  Islamic  instrument. 
KFH  has  overseen  the  issuance  of 
US$2  billion  worth  of  sukuk  to 
companies  in  and  out  of  Kuwait. 
Al-Mukhaizeem  says,  "The  indus- 
try, though  still  in  its  infancy,  is 
valued  at  around  US$4  billion  a  year  and  will  soon 
receive  a  boost  as  KFH  moves  to  create  a  secondary 
sukuk  market." 

As  Islamic  banking  grows  internationally,  so  does 
KFH.  "The  efforts  also  contribute  to  serving  the  national 
economy  by  turning  our  branches  into  bridges  for 
commercial  and  economic  ties  between  Kuwait,  GCC 
countries  and  the  countries  wherein  they  operate,"  says 
Al-Mukhaizeem. 

Other  Arab  countries,  along  with  the  U.S.  and 
Western  Europe,  are  in  the  company's  sights.  KFH 
Turkey  opened  in  1989,  negotiating  Turkey's  roller- 
coaster  economy.  KFH  hopes  that  Turkey's  accession 
to  the  European  Union  will  help  the  bank  connect 
Europe,  the  Gulf  and  the  wider  Middle  East. 
"Meanwhile,  the  Malaysian  office  will  act  as  a 
springboard  into  Southeast  Asia  and  China,"  says 
Al-Mukhaizeem.  ■ 


Since  1994,  Bader  Abdul  Muhsen  Al-Mukhaizeem  has  held  the  position  of  chairman  and  managing  director  of  Kuwait 
Finance  House.  He  was  the  general  manager  and  managing  director  from  1991  to  1993,  and  started  his  career  with  Kuwait 
Finance  House  in  1978  as  its  first  general  manager.  He  also  chairs  Kuwait  Finance  House-Bahrain.  He  has  also  held  a 
senior-level  management  position  at  Kuwait  Investment  Authority,  among  other  leading  Kuwaiti  companies. 


Kuwait  Finance  House  (KFH)  •  www.kfh.com 
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For  a  copy  of  our  corporate  brochure  and/or  video, 
please  contact: 


Marketing  Department 

Mohamed  Abdulmohsin,  Kharafi  &  Sons  Wl 

PO  Box  886  Safat  13009  Kuwait. 

Tel:  (965)  481  3622.  Fax:  (965)  481  3740 

darnold@makharafi.net 
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and  Regional  Market  Understanding 

Kuwait  Finance  House  (KFH)  has  pioneered  the  development  of  Islamic 
banking  and  finance  by  continuously  providing  innovative  products  and 
services,  backed  by  extensive  experience  in  the  local  and  regional  market. 
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P.O.  Box  24989,  Safat  13110  Kuwait 
Tel.: +965  2451613   Fax: +965  2409414   Email:  corp@kfh.com 
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National  Industries  Group:  Success  Through 
planning,  Vision  and  Diversified  Investments 

xecutives  at  Kuwait's  National  Industries  Group  (NIG)  have  plenty  of  reasons  to  be 
niling  today. 


J&  s  one  of  the  most  successful 
corporate  brands  in  the 
*  Middle  East  and  particularly 
the  Kuwait  industrial  sector,  NIG 
s  pursued  a  corporate  growth 
-ategy  that  has  enabled  it  to  boost 
areholder  value,  reinvest  in  the 
:est  technologies  and  strengthen  its 
arket-dominating  position. 
NIG  started  in  the  1960s  as  a  joint 
rort  between  private  and  public  see- 
rs to  encourage  public  investment 
d  later  focused  on  developing  and 
versifying  its  income  sources.  "The 
mpany  actively  enhanced  industrial 
d  investment  opportunities  for 
e  state  of  Kuwait,"  says  NIG 
lainnan  and  Managing  Director 
ad  Mohammed  Al-Saad. 
"NIG's  corporate  vision  and  long- 

rm  marketing  strategy,  management's  focus  on  goals,  and 
orld-class  quality  in  services  have  played  a  major  role  in 
ir  success,"  says  Al-Saad. 

NIG  maintained  its  roots  in  construction  and  building  mate- 
Is  while  targeting  the  oil  and  gas  sector,  including  petro- 
emicals  and  heavy  industry.  Today,  NIG  manages  assets 
)rth  over  $10  billion,  and  it  has  been  listed  on  the  Kuwait 
)ck  Exchange  since  1984.  By  1996  the  Kuwait  government 
d  relinquished  all  its  shares  of  NIG  as  part  of  privatization, 
awing  the  company  to  pursue  an  ambitious  growth  plan. 
NIG  purchased  shares  and  invested  in  businesses 
duding  17  factories,  mainly  in  the  building  material 
jiustry.  NIG  also  owns  the  UK-based  BI  Group.  NIG's 
ets  consist  of  24  companies  specializing  in  engineering, 
;  el  products,  energy,  plastic  and  gas  control  systems. 
\fter  successfully  completing  its  10-year  corporate  plan 
^96-2005),  NIG  began  formulating  a  new  long-term 
ategy  to  develop  its  subsidiaries  and  associate  companies. 
MIG's  major  equity  shares  are  in  Kuwait  and  the  Middle 


Saad  Mohammed  Al-Saad 
Chairman  and  Managing  Director 
National  Industries  Group  Holding 


East.  Recently  NIG  created  an  oil 
and  gas  ami  with  the  establishment 
of  Proclad  and  Ikarus  Petroleum 
Industries  Companies,  and  transferred 
its  equity  shares  from  Saudi  Inter- 
national Petrochemical  Company  and 
National  Petrochemicals  Industri- 
alization Company  to  Ikarus. 

"The  company  diversified  into 
direct  investments  in  promising  eco- 
nomic and  industrial  sectors  on  regional 
and  international  levels,  including  oil, 
gas,  petrochemicals,  heavy  industries, 
infrastructure  and  privatization  pro- 
grams pertaining  to  power  generation 
and  public  utilities,"  Al-Saad  says. 

The  addition  of  financial  services 
management  helped  NIG  achieve 
its  goal  of  increasing  shareholder 
equity  through  direct  and  indirect 
investment  in  Kuwait  and  the  region.  NIG  also  developed 
solid  relations  with  regional  and  international  financial  institu- 
tions. NIG  also  owns  shares  in  Kuwait  Jordan  Holding 
Company,  Marsa  Alam  Holding  Company,  Iraq  Holding 
Company  and  Kuwait  Syrian  Holding  Company. 

NIG's  many  successful  years  have  resulted  in  huge  rev- 
enues and  an  excellent  financial  record  with  strong  cash  flow 
and  high  profitability.  In  2003  and  2005,  Capital  Intelligence 
named  NIG  one  of  the  best  international  companies.  It  also 
received  the  Gulf  Excellence  Award  in  March  2006. 

With  a  long  tradition  of  strong  earnings  and  stable  and 
forward-thinking  management,  NIG  has  a  bright  future. 
And  as  businesses  and  economies  in  the  Gulf  continue  to 
post  massive  growth,  NIG  is  set  to  witness  increased 
profitability  and  shareholder  value. 

NIG  is  embarking  on  another  strategic  growth  plan 
that  will  take  the  company  well  into  2013  and  build  on 
its  reputation  and  position  as  the  Middle  East's  most 
trusted  and  respected  holding  enterprise.  m 


Saad  Mohammed  Al-Saad  is  the  chairman  and  managing  director  of  National  Industries  Group  Holding.  He  is  also  on  the 
board  of  Egypt  Kuwait  Holding  and  United  Stainless  Steel  Company,  and  has  held  vice  chairman  and  chairman  roles  for 
Kuwaiti  companies  since  1968. 


National  Industries  Group  (NIG)  •  www.nigroup.net 
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Playin 
Chicken 


hy  did  the  chicken  cross  the  road?  To  get  hit  by  th 
ethanol-powered  car.  Spiraling  grain  price 
caused  mainly  by  the  alternative- fuels  boom,  ai 
no  friend  to  TYSON  FOODS  (20.  TSN).  A  worldwic 
glut  in  meat — one-third  of  Tyson's  revenue  com< 
from  chicken,  half  from  beef,  the  rest  from  pork  and  other  things- 
and  foreign  fears  of  poultry-borne  avian  flu  have  hurt  all  producer 
So  has  Japans  leeriness  about  beef  imports. 

Tyson  plunged  into  the  red  in  the  fiscal  year  ended  last  Sept.  3' 
along  with  rival  Pilgrims  Pride,  whose  acquisition  of  Gold  Kist  h; 
let  it  supplant  Tyson  as  the  leading  poultryman. 

Nevertheless,  Tyson  stock  is  on  the  upswing  lately,  climbing  57' 
from  its  2006  low  point.  One  reason:  a  cost-cutting  regimen  under  Chi 
Executive  Richard  Bond.  Other  plus  factors:  successful  grain  hedgin 
a  reduced  tax  rate  and  recent  price  increases  it  pushed  through  in  I 
still-strong  consumer  economy.  These  all  helped  Tyson  turn  a  proi 
in  its  fiscal  2007  first  three  quarters. 

Not  so  fast,  says  Wachovia  analyst  Jonathan  Feeney.  Chickel 
prices  aren't  rising  enough  to  offset  volatile  corn  prices.  While  tr| 
overall  operating  margin  is  up  a  hair,  in  the  Tyson  chicken  se§ 
it  has  fallen  from  7%  in  2005  to  3.8%  recently. 
While  beef  has  higher  sales,  chicken  is  far  more 
important  to  the  company,  making  up  45%  of 
operating  income  (Ebitda)  versus  7%  for  beef. 

Feeney  sees  no  near-term  improvement.  Tyson 
has  a  rich  trailing  price/earnings  multiple  of  40. 
Investors  should  short  the  stock.  —Alex  Davidson 


Stock  price 


Resting  Easy 


The  housing  meltdown  has  not  been  kind 
to  home  furnishings  companies.  One 
happy  exception  has  been  mattress-  and 
pillowmaker  TEMPUR-PEDIC  INTERNATIONAL 
(31,  TPX),  whose  earnings  for  the  first  half 
were  the  stuff  of  dreams:  up  18%  to  $63 
million,  on  a  17%  sales  increase. 

Tempur-Pedic,  founded  in  1992, 
got  its  momentum  with  late-night  infomer- 
cials  touting  the  superiority  of  its 
foam  mattresses  over  the  traditional  spring 
designs. 

Now  the  company 
is  pushing  a  mattress 
upgrade  aimed  at  better 
cushioning  sleepers' 
aching  backs — and  charg- 
ing premium  prices  for 
the  privilege. 

With  better  operat- 
ing (Ebitda,  that  is)  margins  than  industry 
leader  Sealy  (21%  to  Sealy's  12%),  fast- 


Stock  price 


growing  Tempur-Pedic  also  commands  a 
higher  P/E,  23  to  17.  Worth  it,  says  Robert 
D.  Straus,  a  Merriman  Curhan  Ford  ana- 
lyst. He  sees  a  big  expansion  into  hotels 
and  hospitals. 

— Carrie  Coolidge 

High  Wireless 

Here's  a  merger  arbitrage  with  a  decent 
chance  of  a  payoff:  ALLTEL  (66,  AT),  the 

nation's  fifth-largest  wireless  operator,  has 
agreed  to  be  bought 
by  TPG  Capital  and  a 
Goldman  Sachs  unit  at 
$72  a  share. 

A  deal  likely  will  get 
done,  as  there  are  other 
interested  suitors.  Indeed,  a  class  action  is 
challenging  the  offer  as  too  low. 

Michael  Nelson,  analyst  at  the  Stan- 
ford Group,  expects  the  upshot  will  be  a 
much  higher  price.  That's  a  gamble  you 
might  deploy  some  mad  money  for. 

— Tatiana  Serafin 


Burrito  Bliss 


122 

Eva 

Some  businesses  are  worth  a  high  multl 
pie  of  their  earnings.  One  that  seems  to  tl 
in  that  category  is  CHIPOTLE  MEXICAN  GRi  | 
(104,  CMG),  at  62  times 
earnings.  Over  the  past 
12  months  the  stock 
has  doubled. 

But  earnings  for  the 
first  half  surged  73% 
to  $32  million  on  robust 
sales  growth.  Also, 
same-store  sales  were 
up  12%  in  this  year's  second  quarter  froil 
the  comparable  2006  period. 

Spun  off  from  McDonald's  in  Januail 
2006,  Chipotle  is  still  undervalued,  givtl 
the  growth  rate,  says  Argus  analyst  Johl 
Staszak.  Focusing  on  burritos  and  taccl 
the  600-outlet  chain  has  gotten  gocl 
notices  for  its  stress  on  natural  ingredienl 
and  fast-food  service  amid  a  non-fasl 
food  ambience.  — David  Gell\ 
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THERE'S  A  MOVEMENT  20  MILLION  PEOPLE  STRONG. 
JVING  GLOBAL  MARKETS.  SHAKING  UP  BOARDROOMS. 
1BRACING  THE  FREE  FLOW  OF  CAPITAL.  IT'S  CALLED  FORBES. 

ID  HERE'S  WHY  YOU  SHOULD  JOIN:  BIGGER  WINS. 

^MED  WITH  ACCESS,  YOUR  CAMPAIGN  WILL  WORK  HARDER. 
.IGNED  WITH  FRESH  THINKERS,  YOU'LL  DEVELOP  BIGGER 
IEAS.  EMBRACED  BY  OUR  SPIRIT,  YOU'LL  HAVE  MORE  FUN. 

I  PRINT,  ONLINE  AND  IN  PERSON,  FORBES  OFFERS  GLOBAL 
-ATFORMS  FOR  BIGGER  IMPACT.  WE  BELIEVE  IN  BUSINESS.  WE 
II EVE  IN  CAPITALISM.  AND  WE'VE  BELIEVED  IN  THIS  SINCE  1917. 

I  MILLION  PEOPLE  ARE  WAITING.  RISE  UP  AND  BE  HEARD! 


The  Contrarian  i  David  Dreman 


SQUALLS 
AHEAD 


ARRETS,  AS  READERS  RNOW,  ARE  SHAKEN  BY 
the  problem  of  subprime  mortgage  debt  and  are 
getting  nervous  about  other  potentially  danger- 
ous investments:  collateralized-debt  obligations 
(packages  of  often  funky  bonds),  lower-grade 
mortgage- backed  securities  (collections  of  home  loans,  which 
may  well  default)  and  market-neutral  hedge  funds  (these  suppos- 
edly do  well  in  downturns,  just  not  these  days). 

Add  in  the  massive  junk  bond  financings  for  private  equity 
buyouts  and  the  dubious  stock  offerings  the  buyout  firms  hawk 
as  they  take  their  targets  public  again. 

If  and  when  these  investments  go  south,  so  will  the  returns  of 
institutions  from  hedge  funds  to  pension  plans.  The  commercial 
and  investment  banks  that  finance  the  private  equity  gang's 
schemes  will  suffer  significant  damage. 

Announced  acquisitions  have  shot  up  to  $3.1  trillion  globally 
through  July,  which  is  56%  above  2006's  record  amount,  according 
to  Richard  Bernstein,  Merrill  Lynch's  chief  investment  strategist. 
With  $1  trillion-plus  in  investors'  money  flowing  into  private 
equity  in  the  past  few  years,  the  leveraged  buyout  guys  are  scram- 
bling to  foist  their  debt-laden  portfolio  companies  on  the  greater 
fools  buzzing  around  the  stock  market. 

Understand  what's  happening  here.  The  path  to  wealth  for 
the  LBO  outfits  has  two  steps.  In  the  first,  they  persuade  the  pub- 
lic to  surrender  shares  of  a  company  like  Alliance  Boots  in  return 
for  debt  obligations.  The  second  step  reverses  the  transaction, 
with  bonds  or  bank  debt  called  in  and  shares  again  released  to 
the  public.  The  dealmakers  look  on  the  difference  in  prices  at 
which  these  two  transactions  take  place  as  evidence  of  their 
business  savvy.  At  any  rate,  it  pays  for  their  yachts. 

All  of  these  deals  hang  on  the  willingness  of  public 
investors  to  swallow  the  securities  dished  out  to  them— the 


aged  companies  being  brought  public  again. 

With  the  credit  markets  seizing  up,  a  batch  of  buyouts  have  beei 
delayed  of  late,  ranging  from  Chrysler  ($12  billion)  to  Oxygen  Medi 
($350  million).  Caught  in  the  middle  are  the  big  underwriters  oi 
the  order  of  Bank  of  America,  JPMorgan  Chase,  Citigroup,  Mor 
gan  Stanley,  Goldman  Sachs,  Merrill  Lynch  and  Bear  Stearns.  The 
may  be  stuck  either  holding  junk  debt  they  can't  unload  or  payin 
cancelation  fees. 

How  about  the  other  half  of  the  round-trip — the  sale  of  equit 
in  companies  LBOd  a  while  ago?  Peddled  by  the  likes  of  Kohlber 
Kravis  Roberts,  the  Blackstone  Group  and  Cerberus,  the  newl 
public  companies  often  look  much  scarier  than  they  did  in  thei 
earlier  public  incarnations.  Cinemark,  taken  public  in  a  shar 
offering  in  April,  has  debt  equal  to  208%  of  equity  (and  that's  afte 
the  new  injection  of  equity). 

Another  gauge  of  balance  sheet  quality  is  interest  coverage 
earnings  before  interest  and  taxes,  divided  by  interest  outlays.  O: 
debt  purchased  by  private-equity-owned  companies  this  year,  thi 
ratio  is  only  1.7,  compared  with  2.4  last  year  and  3.4  in  200f 

Another  cute  trick  is  paymenl 
in-kind  interest  toggles,  v/her 
issuers  can  switch  cash  obliga 
tions  into  more  bonds.  Not 
good  thing  for  bondholders. 

So  let's  sum  up  the  situa 
tion:  poor-quality  bond  issue 
in  huge  supply;  investor 
backing  away  from  then 
underwriters  facing  the  pro 
pect  of  writing  off  billions  o 
the  debt  they're  stuck  with— 
backlog  of  leveraged  compc 
nies  they  are  committed 
finance  in  a  shaky  stock  marke 
Sounds  like  the  recipe  for  a  classic  financial  shakeout. 
What  can  you  do  to  protect  yourself? 
First,  stay  away  from  the  new  issues  private  equity  firms  ai 
dishing  up.  That  means  both  the  portfolio  companies  they  ai 
taking  public  (like  Jazz  Pharmaceuticals  and  Orbitz  Worldwid 
and  the  shares  in  their  own  money  management  businesses  (lit 
Fortress  and  Blackstone). 

Second,  although  their  price/earnings  multiples  look  chea 
do  not  buy  stock  linked  to  the  ratings  agencies:  namely  that  < 
Moody's  or  McGraw-Hill,  parent  of  Standard  &  Poor's.  If  there 
an  uproar  on  bad  credit  ratings,  these  companies  will  suffer. 

Third,  stay  away  from  Ambac  and  MBIA.  They  cover  lar£ 
chunks  of  collateralized  debt  obligations  and  mortgage-backe 
securities.  This  stuff  is  toxic  waste. 

Stick  with  solid  blue  chips  that  do  not  have  a  lot  of  debt  on  the 
balance  sheets  and  are  not  trading  on  the  prospect  of  an  LBO.  Tw 
I  like  are  Wyeth  (49,  wye)  and  Devon  Energy  (76,  dvn). 


Shun  stock 
from  LBO- 
owned 
companies. 
Also  pass  on 
bond  insurers 
and  ratings 
agencies. 


junk  bonds  of  the  compa- 
nies being  taken  private  and  !^ff^^S5r  ^av'c'  ^reman 's  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contran, 

the  equity  of  highly  lever- 


Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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Absolute  Return  i  Lisa  W.  Hess 


HANGOVER 


GLASSES  WITH  HALF-DRUNK  COCKTAILS,  STICKY 
tables,  piles  of  dirty  dishes.  Cleaning  up  the  morn- 
ing after  is  a  gloomy  affair.  That's  where  we  are 
today.  The  end  of  the  great  credit  rally  that  began 
in  October  2002  is  upon  us.  The  party's  over. 
Let's  not  be  in  denial:  This  is  not  an  environment  in  which 
you  should  stretch  for  returns.  This  is  the  time  to  pull  back.  If  you 
own  stocks  or  bonds  in  highly  leveraged  entities,  sell  them.  Now. 

A  lot  of  people,  though,  don't  want  to  believe  the  party  is  over. 
After  all,  they've  made  good  money  for  the  past  five  years  by  tak- 
ing risks.  Leverage  has  been  the  electric  Kool-Aid  acid  of  choice, 
making  ordinary  business  successes  look  dazzling.  Structured 
finance,  which  employs  such  vehicles  as  collateralized  debt  obli- 
gations (securities  backed  by  a  pool  of  bonds)  and  collateralized 
loan  obligations  (banks'  commercial  loans),  has  allocated  risk 
very  efficiently  and  rewarded  risk-takers  such  as  partnerships 
doing  leveraged  buyouts. 

Still,  the  best  thing  that  can  be  said  about  structured  finance 
is  that  the  pain  has  been  distributed.  That  allows  the  optimists  to 
say  that  we  are  just  in  a  short-term  correction  and  the  party  will 
resume  soon.  They  point  to  continued  economic  growth  over- 
seas and  say  it  will  offset  any  problems  here. 

Well,  maybe  not.  The  halo  effect  of  foreign  growth  is  less  than 
it's  cracked  up  to  be.  That  party  across  the  ocean  may  be  winding 
down  as  well.  China  continues  to  raise  reserve  requirements  for 
its  lenders,  which  could  throttle  capital  spending  there.  India's 
central  bank  has  unexpectedly  tightened. 

How  many  signs  do  we  need  to  flash  yellow?  Samuel  Zell, 
whose  nickname  is  Grave  Dancer,  in  February  divested  his  real 
estate  business,  Equity  Office  Properties.  This  guy  knows  when  to 
sell.  Blackstone,  the  giant  leveraged  buyout  firm,  took  itself  public 
in  June  at  a  valuation  more  appropriate  to  a  marquee  growth  com- 
pany than  to  a  cyclical  financial— and  the  stock  has  tumbled  since. 

The  U.S.  subprime  mortgage  market  has  imploded,  and  the 
problem  has  harmed  the  entire  home  lending  realm.  American 
Home  Mortgage,  which  has  little  to  do  with  subprime  lending, 
closed  up  shop  in  early  August.  Junk  bond  underwriting  and 
bank  loans  to  high-debt  companies  are  choked  off.  Bear  Stearns 


suffered  the  ignominy  of  seeing  two  of  its  affiliated  hedge  func 
go  bust  on  account  of  subprime  exposure. 

Equity  performance,  stoked  by  corporate  takeovers,  will  sul 
fer  as  welL  The  days  of  jumbo  buyouts  are  over.  A  respecte 
investment  banker  told  me  recently  that  his  firm  won't  eve. 
make  a  due  diligence  call  on  a  transaction  larger  than  $2  billior 
Stocks  trading  on  the  expectation  that  they  will  be  taken  out  i; 
an  LBO  will  come  down  in  price  to  the  point  where  they  agai 
sell  on  fundamentals.  There  will  be  much  pain  en  route. 

While  Federal  Reserve  Chairman  Ben  S.  Bernanke  held  th 
federal  funds  rate  steady  in  August,  the  private  sector  is  tighten 
ing  for  him.  Every  cycle  has  an  eerie  feeling  of  deja  vu.  As  bank 
discuss  walking  away  from  their  commitments  to  lend  to  TXi 
and  pay  the  deal's  breakup  fee  instead,  I  am  reminded  of  th 
failure  of  the  UAL  buyout  just  prior  to  the  1987  crash. 

Before  you  leap  out  the  window,  however,  let  me  point  oi 
that  the  U.S.  market  isn't  doomed.  Foreign  investors  will  main 
tain  a  floor  for  it — perhaps  lower  than  the  current  level — becaus 
America  is  still  the  world's  largest  economy  and  a  haven  of  stabil 

ity  and  enterprise.  Plus  ou 
assets  are  way  cheap.  Th 
British  pound,  earlier  in  th 
decade  worth  $1.50,  today  sil 
at  $2.05.  The  euro,  at  $1.36,  i 
close  to  its  historic  high  again; 
the  greenback.  Someone  usin 
euros  to  buy  dollar  assets  toda 
will  get  an  enhanced  retur 
when  the  euro  retreats  to 
more  rational  valuation. 

What's  more,  my  read  o 
Bernanke  is  that  he  won't  prim 
the  pump  by  pulling  dow 
rates,  as  predecessor  Ala 
Greenspan  would  have.  The  markets  should  work  their  wil 
without  the  government  artificially  propping  them  up. 

Amity  Shlaes'  brilliant  new  book,  The  Forgotten  Man,  show 
how  Franklin  D.  Roosevelt's  meddling  prolonged  the  Gres 
Depression.  Rather  than  let  the  private  sector  reduce  wages  t 
keep  workers  employed,  his  experiments  in  wage  and  pric 
controls  prolonged  the  agony.  One  telling  image  from  the  bool 
Roosevelt  would  sit  up  in  bed  every  morning  in  1933,  stick 
finger  in  the  air  and  make  up  a  gold  price  for  the  day. 

Aside  from  dumping  stock  in  highly  leveraged  companie: 
what's  a  lady  to  do?  Pay  off  margin  debt,  so  you  won't  be  vexe 
by  margin  calls,  the  rotten  fruit  of  a  falling  market.  Then  tak 
profits  in  U.K.  and  European  investments  (the  exchange  rate 
have  magnified  your  returns)  and  plow  them  into  smai 
investments  at  home.  My  favorite:  six-month  Treasury  bill: 
yielding  just  under  5%,  free  of  state  taxes.  They  provide 
great  place  to  hide.  I 


Some  think  the 
markets'  travail 
is  a  short-term 
correction.  They 
are  kidding 
themselves. 
Hide  in  T  bills 
until  it's  safe. 


0 


Forbes 


Lisa  W.  Hess  is  a  New  York  money  manager.  Visit  her 
home  page  at  www.forbes.com/hess. 


144      FORBES      SEPTEMBER  3,  2007 


gapore     Kuala  Lumpur     Phuket     Yangon     Cochin  Mumbai 


Join  me  and  a  world-class  team  of 
financial  experts  for  in-depth 
presentations  and  hard-hitting  panels 
while  cruising  exotic  Asia. 


Crystal  Serenity  •  March  27-Apri1 10,  2008 


Shwedagon  Pagoda, 
Myanmar 


Thean  Hou  Temple, 
Kuala  Lumpur 


Phuket, 
Thailand 


14  spectacular  days  on 
Crystal  starting  at  just  $1 5,490 
per  couple.  Cabins  sell  out 
quickly  so  call  now! 
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Point  of  View 


LABOR 
DUMPING 


THE  FLOOD  OF  FOREIGN  LABOR  POURING  INTO  THE 
U.S.,  the  European  Union  and  other  hospitable  envi- 
rons has  brought  political  strains.  In  the  U.S.,  President 
George  W.  Bush  and  Senator  Edward  M.  Kennedy 
failed  to  win  passage  of  an  immigration  reform  bill 
that  the  President  viewed  as  legacy  legislation.  In  Europe,  Frances 
new  President,  Nicolas  Sarkozy,  has  been  busy  promising  to  get 
tough  on  immigrants  and  erecting  roadblocks  to  Turkeys  bid  for 
European  Union  membership. 

These  are  only  the  latest  shots  in  a  long  and  ultimately  futile 
debate  about  immigration  policy.  There  is  little  chance  of  stem- 
ming migrant  inflows,  as  long  as  the  countries  supplying  immi- 
grants embrace  policies  that  effectively  mandate  labor  dumping. 

To  understand  labor  dumping,  look  at  one  of  its  pioneers, 
Yugoslavia.  After  Marshal  Josef  Tito  broke  ranks  with  Moscow  in 
1948,  Yugoslavia  rejected  notions  of  Soviet-style  central  planning 
and  created  its  own  brand  of  socialism.  The  Yugoslav  model 
mandated  that  resources  be  allocated  by  worker-managers 
instead  of  central  planners.  This  decentralized  socialist  setup  was 
supposed  to  mimic  markets,  but  without  capitalists,  it  was 
doomed.  Worker-managers  viewed  additions  to  the  labor  force 
as  competitors  for  their  slice  of  the  pie.  Consequently,  they  hung 
out  "no  vacancy"  signs  and  wouldn't  hire  new  employees. 

Opening  Yugoslav  borders — at  least  by  communist  stan- 
dards—provided Tito  with  the  means  to  dump  surplus  labor  and 
mask  flaws  in  the  paradise  of  worker-managed  firms.  Tito's  broom 
worked  very  well.  At  its  peak  in  the  early  1970s  it  had  swept  11% 
of  the  Yugoslav  labor  force  into  western  Europe,  and  those  work- 
ers sent  home  hard-money  remittances  that  amounted  to  30%  of 
Yugoslavia's  exports. 

Today  Mexico  is  the  world's  largest  labor  dumper  and  the 
source  of  much  of  the  contentious  U.S.  immigration  reform 


Steve  H.  Hanke 


IBS: 


source  of  the  problem:  Mexico's  statist  economy.  Like  Yugoslavia 
Mexico  can't  produce  enough  jobs.  According  to  the  Work 
Bank's  Doing  Business  2007  report,  Mexico's  labor  market  rank 
108th  out  of  175  countries  in  terms  of  the  ease  of  hiring  and  fir 
ing  workers  and  labor-market  flexibility. 

Rather  than  modernize  the  economy,  Mexico's  politicians  us» 
Tito's  broom.  Mexico's  47  consulates  in  the  U.S.,  more  than  am 
other  country  has,  facilitate  the  sweeping  by  issuing  passport; 
and  offering  assistance  when  Mexican  immigrants  run  into  trou 
ble.  Thus  30%  of  Mexico's  labor  force  is  working  in  the  U.S.,  anc 
in  2006  they  sent  home  $23  billion,  12%  of  Mexico's  exports. 

Turkey  has  a  similar  story.  Burdensome  laws  and  regulation; 
put  Turkey's  labor  market  146th  on  the  ranking  from  Doing  Bust 
ness  2007.  Adding  to  the  labor  market's  regulatory  burdens  is  th< 
tax  system.  According  to  the  Organization  for  Economic  Coop 
eration  &  Development,  in  Paris,  the  tax  wedge — the  differenc<  (u(j 
between  labor  costs  to  the  employer  and  an  employee's  take 
home  pay—is  42.8%  for  a  family  with  two  children  and  on< 
working  parent.  This  is  the  largest  wedge  in  the  OECD,  15.3  per 

centage  points  higher  than  th< 
OECD  average. 

Turkey  has  swept  5.5%  of  it: 
labor  force  into  western  EuropejA! 
Employment  in  the  formal  sec 
tor — on  the  official  labor  rolls— 
of  the  Turkish  economy  account' 
for  only  22%  of  total  employ 
ment.  Others  who  are  luck) 
enough  to  find  work  in  Turke) 
toil  in  the  relatively  unproductive 
informal  or  agricultural  sector; 
of  the  economy,  leaving  1194 
unemployed. 

Poland  is  another  laboi 
dumper,  with  7.6%  of  its  labor  force  at  work  in  foreign  countries 
Poland's  overregulated  economy  and  overtaxed  labor  market  (th 
tax  wedge  is  42.2%)  can't  produce  enough  jobs.  Even  with  laboi 
dumping  the  jobless  rate  is  13%. 

In  Indonesia,  says  the  Doing  Business  2007  report,  firing  i 
worker  costs  the  employer  108  weeks  of  wages,  three  times  the 
OECD  average.  As  a  result,  Indonesian  companies  are  extremel) 
reluctant  to  make  legal  use  of  the  country's  labor  supply,  forcing 
an  estimated  70%  of  the  labor  force  to  work  in  the  informa 
sector  of  the  economy  and  10.3%  to  remain  unemployed. 

As  in  Mexico,  Turkey  and  Poland,  politicians  in  Indonesk 
mindlessly  favor  the  same  policy:  the  broom.  Indonesian  Laboi 
Minister  Erman  Suparno"  estimated  that  there  were  more  thar 
3  million  Indonesians  legally  working  overseas  at  the  end  o: 
2006,  with  at  least  another  million  doing  so  illegally.  In  additior 
to  enforcing  our  laws,  we  must  encourage  foreign  governments 
to  respect  their  workers  and  reform  their  labor  markets.  F 


For  nations  like 
Mexico,  it's  far 
easier  to  push 
jobless  workers 
abroad  than 
to  reform  a 
sick  economic 
system. 


• 
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debate.  Surprisingly,  the  politi- 
cal combatants  on  both  sides  of  I       F&7^TT33  ^teve  H'  Han'<e 's  a  Pr°fessor  of  applied  economics  at  the  Johns  Hopkins  University  and  a  senior 
,     ,.       r  .,                    ,             \ammmm^m  felbw  at  the  Cato  Institute  in  Washington,  D.C.  Visit  his  home  page  at  www.forbes.com/hanke. 

the  debate  rail  to  mention  the 
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n  Todd  Davis,  CEO  of  LifeLock, 

i  this  really  is  my  social  security  number*  I'm  here  just  to 
i  ve  how  safe  your  identity  can  be  with  LifeLock.  All  of  us,  no 

tter  how  careful,  can  become  victims  of  identity  theft.  In 
i  t,  every  three  seconds  another  identity  is  stolen. 

you  ever  worry  about  identity  theft?  If  so,  it's  time  you  got  to 
>w  LifeLock.  We  work  to  stop  identity  theft  before  it  happens. 
Ye  so  confident,  we  back  our  clients  with  a  $1  million  dollar 
jrantee.  If  for  any  reason  you  fall  victim  to  identity  theft,  we 
spend  up  to  $1  million  to  hire  the  finest  professionals  to 
"  air  the  damage  and  restore  your  good  name.  Period. 

purity,  peace  of  mind,  protection  -  that's  what  LifeLock 
vides,  along  with  the  added  bonus  of  reduced  junk  mail 
i  pre-approved  credit  card  offers.  Normally  it's  just 
|  a  month,  but  now  you  can  try  us  free  for  30  days. 
:  itect  yourself,  your  family  and  all  you've  worked  for. 
arantee  your  good  name  today. 


sre's  what  LifeLock  offers  you: 

Proactive  Identity  Theft 
Protection 
Reduced  Junk  Mail 
Reduced  Credit  Card  Offers 
$1  Million  Guarantee 

Full  details  available  on  our  website 

Comprehensive  Programs  to 
Protect  Your  Employees  Can  for  details 


30  DAYS  FREE 


e  promo  code  FORBES1  to  take  advantage  of  this  offer. 


LifeLock.com  •  877  LIFELOCK  (543-3562) 


J  LifeLock 


LifeLock.com 
877  LIFELOCK 

Guarantee  Your  Good  Name  (543-3562) 


Fun.  Headquartered  and 
manufactured  in  Toledo,  Ohio. 

That's  right,  Toledo,  Ohio.  That's  where  the  original  Jeep,  brand  vehicles  were 
manufactured,  just  as  thousands  are  today.  And  as  anyone  lucky  enough  to  have 
had  an  adventure  in  one  will  attest,  a  Jeep  4x4  is  more  than  the  sum  of  its  parts, 
or  even  its  performance.  A  Jeep  machine  is,  in  fact,  a  fun  machine.  That's  the  approach  we  take  to  building 
every  model,  from  the  trail-hardened  Wrangler  Rubicon  to  the  new  street-smart  Compass.  We  don't  see  an 
electronic  front  sway  bar  disconnect.  We  see  the  passengers'  eyes  widening  as  it  negotiates  a  series  of  rhino- 
sized  boulders.  It's  not  so  much  a  sealed  central  venting  system.  It's  the  sound  of  giddy  laughter  as  the  mud 
splashes  against  the  windshield.  Naturally,  a  95.4-inch  wheelbase  is  the  footprint  of  fun.  And  of  course  the  sheer 
unapologetic  joys  of  an  available  458-watt,  9-speaker  sound  system  are  self-evident.  It  didn't  start  out  this  way, 
no  sir  -  or  more  appropriately,  "Yes,  sir,  Mr.  Chief  of  Infantry,  sir!"  In  1940,  the  call  went  out  from  the  Army  for 
a  reconnaissance  vehicle  with,  among  other  specs,  a  driving  front  axle  with  2-speed  transfer  case  (including 
provisions  for  disengaging  the  front  axle  drive),  a  body  of  rectangular  design  with  a  folding  windshield  and 
3  bucket  seats,  means  for  towing,  a  wheelbase  of  807  and  approach 
and  departure  angles  of  45  and  40  degrees  respectively.  Plans 
were  drawn  up,  designs  were  approved  and  prototypes  were 
built  and  tested.  And  tested,  and  tested,  and 
tested.  The  result  was  a  milestone 
of  modern  engineering,  and  its 
DNA  is  evident  in  the  Jeep 
vehicles  we  still  proudly 
roll  out  today.  Clearly, 
the  designers  knew 
what  they  were  doing 
in  crafting  the  perfect 
utility  workhorse.  What 
they  didn't  realize  is  that  they 
were  also  inventing  the  utility 
of  fun,  and  that  for  every  Jeep 
vehicle  that  served,  thousands  more 
would  go  on  in  the  noble  pursuit  of  -  you  guessed 
it  -  fun.  Over  the  years,  we've  learned  that  different  kinds  of 
fun  require  different  kinds  of  equipment.  One  person's  fun  involves 
heavy-duty  steel  rock  rails  and  a  winch,  while  another's  might  call 
for  water-and  stain-shedding  interior  fabric.  One  person's  floorboard  drain 

plugs  are  another  person's  swing-down  liftgate  speakers.  And  heaven  knows  we've  had  fun  with  paint  packages 
over  the  decades  (visit  the  history  section  at  Jeep.com).  But  one  thing  will  always  remain  constant, 
and  that  is  the  core  purpose  of  a  Jeep  vehicle  -  to  be,  from  the  ground  up,  a  dirt-throwing,  creek- 
splashing,  snow-gripping,  hill-defying,  pothole-shrugging,  road-embracing,  pink  inner-tube  toting, 
story-collecting  fun  machine.  There's  one  waiting  for  you  right  now,  its  headlights'  gazing  out  on  both  sides  of  a 
trademark  seven-slot  grille,  just  waiting  to  play.  All  it  wants  is  for  you  to  show  up,  climb  in  and  turn  the  key.  Jeep.com 


Have  fun  out  there.  Jeep 


ForbesLife 


THE  ADVENTURER 


Bobsleds  Away! 

The  Jamaican  bobsled  team  may  have  been  the  butt  of  jokes,  but 
riding  one  of  these  contraptions  at  70mph  is  seriously  risky.  I  pulled 
6  g's  on  Lake  Placid's  twisting,  snarling  track  |  By  James  M.  Clash 


WHEN  I  ASKED  THE  U.S.  BOBSLED  & 
Skeleton  Federation  if  I  could  ride  in 
one  of  its  bobsleds  at  full  speed,  offi- 
cials at  first  were  hesitant.  The  last 
time  a  journalist  tried  it— in  2000, 
when  the  new  bobsled  track  opened  in  Lake  Placid, 
N.Y.— they  had  to  clean  out  the  sled  afterward,  I  was 
told.  I  didn't  probe  for  gritty  details. 

I  assured  them  that  I  had  done  my  share  of  crazy  things, 


including  swimming  at  the  North  Pole.  What  could  be  so 
tough  about  a  bobsled? 

Fine,  they  said.  But  first  I  would  need  a  physical 
exam,  complete  with  EKG.  I  would  need  to  join  the  USBSF, 
the  governing  body  for  the  U.S.  Olympic  team.  I  also  had 
to  sign  umpteen  forms  releasing  the  organization  from 
liability  for  death  or  injury. 

At  6  p.m.  on  a  January  evening  Sebastian  Caligiore, 
director  of  communications  for  the  Olympic  Regional 
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TAMER  RIDES,  YEAR-ROUND 


Lake  Placid  will  sell  you  passage  on  a  four-man  sled.  You  and  another  passenger 
will  be  sandwiched  between  an  expert  driver  and  a  brakeman.  In  summer  the  ride 
is  aboard  a  wheeled  sled  that  covers  the  last  half-mile  of  the  old  Mount  Van 
Hoevenberg  track,  used  for  two  Olympics.  The  maximum  centrifugal  force  is  less 
than  3  g's,  but  it  gives  you  an  approximation  of  what  athletes  experience.  In  win- 
ter you  can  ride  the  last  1 1  turns  of  the  big  track  I  rode,  but  pulling  fewer  g's  (3  at 
most).  Rides  start  at  $45.  For  more  information,  call  518-523-4436.  —J.M.C 


Development  Authority,  picked  me  up  at  my 
hotel  in  Lake  Placid,  the  site  of  the  1980  Win- 
ter Olympics.  Here  Eric  Heiden  set  his  speed- 
skating  records,  and  the  U.S.  hockey  team, 
en  route  to  a  gold  medal,  scored  a  surprise 
victory  over  the  Soviet  Union. 

We  drove  over  to  a  warehouse  near  the 
track  Inside,  a  number  of  elite  sledders  were 
readying  themselves  for  practice  runs.  Within 
the  mix  were  some  scary-looking  women 
with  big,  broad  V  backs.  One,  Sara,  came  over 
and  asked  me  pointedly:  "Who  are  you?" 

I  told  her  I  was  a  journalist.  She  studied 
me,  squinting:  "You  aren't  going  down  in  one 
of  them  things,  are  you?"  I  said  that,  well,  yes, 
I  was.  She  shook  her  head  and  said  simply, 
"You  got  balls,  man." 

On  the  world  bobsled  circuit  Lake  Plac- 
id is  considered  second  only  to  Altenberg, 
Germany  in  difficulty.  The  track  drops  105 
meters  on  a  run  of  1,454  meters,  with  20 
neck- snapping  turns,  some  approaching 
90  degrees.  John  Napier,  20,  routinely  rock- 
ets down  it  in  a  two-man  bobsled.  An 
Americas  Cup  race  champ  (and  likely 
Olympic  contender  in  2010  at  Vancouver), 
he  was  to  be  my  driver.  My  job  would  be 
to  handle  the  brake.  I  was  told  not  to  pull 
it  until  we  were  at  the  very  bottom  of  the 
hill.  If  I  got  scared  and  pulled  it  any  sooner, 
I  could  topple  the  sled. 


The  $  1 5,000  sled,  made  of  fiberglass  with 
steel  runners,  has  no  seats,  no  seat  belts  and 
nothing  to  absorb  the  shock  of  running 
roughshod  over  ice.  There  are  no  safety  belts 
because  you  have  no  time  to  strap  in.  You 
push  the  sled  at  a  breakneck  sprint,  then  jump 
on.  If  you're  the  driver,  you  tuck  your  head 
down  and  grab  the  steering  pulleys;  if  you're 
the  brakeman,  you  duck  and  grab  two  small 
handles  at  the  rear  of  the  sled. 

At  the  top  of  the  hill  Napier  and  I  donned 
burn  suits  and  racing  helmets.  Then  we 
positioned  ourselves  at  the  start  line,  he  on 
the  left  side  of  the  sled  and  I  behind  it.  The 
temperature  was  3  degrees  Fahrenheit,  and 
there  was  no  wind.  A  light  dusting  of  snow 
made  for  slick  conditions. 

Then  Napier  and  I  began  to  sprint,  ac- 
celerating the  sled  until  it  was  time  to  jump 
aboard— Napier  in  front,  I  in  back.  Within 
seconds  we  were  barreling  into  the  first  turn, 
a  right-hander,  which  slammed  me  hard 
against  the  left  side  of  the  machine.  But  that 
was  nothing.  As  we  picked  up  speed,  we  were 
whipsawed  again  and  again  by  alternating 
and  ever  sharper  right-  and  left-hand  turns. 

Unlike  Napier,  who  was  steering,  I  was 
trying  to  keep  my  head  down.  I  couldn't  see 
when  we'd  hit  the  next  turn  or  what  its 
direction  would  be.  On  turn  seven  I  was  ex- 
posed to  6  g's  of  force  (an  approximation  by 


engineers  who  built  the  track),  which  crushed 
my  chest  to  the  point  where  I  could  neither 
inhale  nor  exhale,  just  pray  silently.  Some- 
times the  g- forces  were  lateral  (if  we  took  the 
turn  without  riding  up  the  side  of  the  track), 
other  times  vertical  (if  we  rode  up  the  track 
at  a  90-degree  angle  to  the  ground).  It  was 
like  being  in  a  giant,  shaking  black  box,  and 
I  couldn't  wait  until  it  was  over. 

Twice  my  head  hit  the  inside  of  the  sled 
so  hard  that  I  saw  stars.  It  reminded  me  of 
when  I  ran  back  football  kickoffs  at  20mph, 
colliding  with  a  tackier  running  in  the 
opposite  direction  at  the  same  speed  Except 
here,  if  I  blacked  out,  there  was  no  soft  grass 
to  fall  on;  likely  I  would  be  thrown  from  the 
sled  and  land  God  knows  where. 

I  struggled  to  stay  conscious.  Near  the 
end,  I  felt  relief  as  the  sled  suddenly  slowed 
on  a  slight  incline.  I  looked  up  at  Napier, 
who  turned  around  and  waved  his  hand. 
That  was  my  signal  to  pull  the  brake,  which 
I  did,  and  hard. 

As  soon  as  we  exited  the  sled,  Caligiore 
ran  toward  us.  "So  what  did  you  think  of 
that,  Mr.  Forbes  Adventurer?"  I  was  woozy, 
battered  and  told  him  the  absolute  truth:  It 
was  the  most  violent  physical  thing  I  had 
ever  experienced.  He  laughed  and  asked  if 
I  wanted  to  go  down  a  second  time. 

I  admit  I  hesitated — but  I  was  in  good 
company,  Caligiore  told  me:  Both  Chris 
Chelios,  an  1 1 -time  National  Hockey  League 
all-star  who  plays  for  the  Detroit  Red  Wings, 
and  Laird  Hamilton,  the  big-wave  surfer, 
when  they  were  offered  a  second  run, 
declined  Chelios  called  the  violence  of  the 
experience  akin  to  "playing  an  entire  hockey 
game  in  less  than  a  minute." 

On  the  way  back  up  the  hill  Caligiore 
examined  my  helmet.  There,  on  each  side, 
were  gashes  from  where  my  head  had  col- 
lided with  the  lip  of  the  sled  "Ah-ha,"  he  said, 
"no  wonder  you  were  almost  knocked  out. 
You  didn't  keep  your  head  down  low 
enough." 

I  finally  summoned  up  the  wherewithal 
to  risk  a  second  run,  and  this  time,  you  can 
bet,  I  kept  my  head  down.  It  was  still  violent, 
terrible,  teeth-rattling;  and  again,  within  a  few 
seconds,  I  wanted  it  all  to  be  over.  After  it 
was,  I  stumbled  out  of  the  sled  We  had  bro- 
ken 60  seconds  (respectable),  with  a  top  speed 
of  73mph.  I  couldn't  find  full  equilibrium  for 
a  week.  F 
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Take  it  up  a  notch 


The  go-to  place 
or  management 


www.bnet.com 


Join  the  go-to  place 
for  management 

On  BNET  you'll  find  free  case 
studies  and  management 
resources  written  by  experts  on 
topics  ranging  from  best 
practices  and  leadership  to 
human  resources  management 
and  interviewing.  BNET.com  provides  managers 
with  tools,  tips  and  techniques  to  better  navigate 
the  world  of  work. 

You  want  to  know  how  to  evaluate  your 
employees,  or  what  a  WIKI  is? 

WeVe  got  the  guide. 

You'd  like  to  be  better  at  selling  your  ideas 
to  the  executive  team. 

We'll  show  you  how. 

You  need  to  figure  out  what  your  CEO  means 
when  he  says.... 

We'll  explain  it. 


witmii  BUSINESS 

Brought  to  you  by  CNET  Networks  Business, 
BNET  is  the  go-to  place  if  you're  in  management. 
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Automotive 
^  Acura 
Acura  MDX. 

Call  1-800-TO-ACURA  or  visit 
www.acura.com 
^  Chrysler  SRT 
Join  the  Power  Elite! 
Visit  www.chrysler.com 
^b  Hyundai  Motor  America 
For  more  information  on  the 
Hyundai  Veracruz,  the  SUV  that 
Motor  Trend  says  trumps  the 
Lexus  RX  350,  visit 
HyundaiUSA.com 
^  Jaguar 

The  Jaguar  experience  is  more 
than  owning  a  Jaguar. 
Visit  www.jaguar.com/us 
^b  Jeep  Brand 
Have  fun  out  here! 
Visit  www.jeep.com 
^  Toyota 

1-800-GO-TOYOTA 
For  more  information  on 
Toyota's  investment  in  America 
and  our  commitment  to  the 
communities  in  which  we  do 
business,  please  visit 
toyota.com/usa  or  call 
1-800-GO-TOYOTA. 

Business  Classified 

^  America  One  Funding 

Visit  www.AmOne.com/forbes 

^b  Capstone  Business  Credit,  LLC 

Call  1-212-755-3636  or  visit 

www.capstonetrade.com 


Forbes  Magazine  September  3,  2007 

^  Client  First,  LLC 

Call  1-509-966-0359 

^b  Closets  By  Design 

Call  1-800-377-5737  or  visit 

www.closetsbydesign.com 

^b  Indian  Point  Estate 

Call  1-868-723-2864  or  visit 

www.indianpointestate.com 

^b  Insure.com,  Inc. 

Visit  www.insure.com 

^b  Macromark 

Call  1-845-230-6300  or  visit 

www.macromark.com 

^b  Publishers  Guild 

Call  1-877-808-0892 

^b  Strong  Travel  Services 

Call  1-800-747-5670 

World  Wide  Business 
Consultants 

Call  1-800-733-2191  or  visit 
www.corbettandkish.com 

Consumer  Products/Services 

^b  BP  p.l.c. 

Our  business  is  about  finding, 
producing  and  marketing  the 
natural  energy  resources  on 
which  the  modern  world 
depends. 

Visit  www.bp.com 
^b  Dow  Chemical 
Living.  Improved  daily. 
Visit  www.dow.com 
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Golf 

^  Canon 

Call  1-800-OK-CANON  or 
visit  www.usa.canon.com 
^  MasterCard  Worldwide 
Visit  www.priceless.com 

Hotels 

~^b  Shangri-La  Hotels  and  Resorts 
Visit  www.shangri-la.com 

Insurance/Financial  Services 

^b  Raymond  James 

Call  1-800-248-8863  or  visit 

www.raymondjames.com 

^  T.  Rowe  Price 

Call  1-800-331-7244  or  visit 

www.troweprice.com/ start 

^b  T.  Rowe  Price 

Global  Stock  Fund 

Call  1-800-331-7244  or  visit 

www.troweprice.com/ start 

^  T.  Rowe  Price 

Growth  Stock 

Call  1-800-33-7244  or  visit 

www.troweprice.com/ start 

^b  T.  Rowe  Price 

Value  Fund 

Call  1-800-331-7244  or  visit 
www.troweprice.com/ start 

Technology 

^b  Hall-Erickson,  Inc. 
Visit  www.motivationshow.con 
^b  Verizon  Business 
Visit  www.verizonbusiness.con 
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jrehensive  Range  of  Wealth 
lanagement  and  Financial 
Planning  Services 

Lawsuits  or  Grievances 

Minimum  45  Clients 

Fee-Based,  Registered 
Investment  Advisor 


Foord,  Van  Bruggen,  Ebersole  &  Pajak 
2255  Watt  Avenue,  Suite  300 
Sacramento,  CA  95825 
91 6-487-8700 

www.thewealthandbeyondprogram.com 

Creators  of  "The  Wealth  and  Beyond  Program"™ 

Davies  Financial  Advisors,  Inc.      Empyrion  Wealth  Management 


Atlantic  Trust 

Private  Wealth  Management 

3  Embarcadero  Center,  Suite  1 600 

San  Francisco,  CA  941 1 1 

jj  41 5.433.5844  www.atlantictrust.com 

Our  partnership  with  clients  is  based  on  relationships 

of  trust.  We  integrate  investment  management  and 

wealth  advisory  services  to  help  clients  preserve, 

grow  and  effectively  transfer  their  wealth. 

Seran  Investment  Strategies 
2533  Vintage  Court 
Napa,  CA  94558 
707-252-1915 

Seran  Investment  Strategies  specializes  in 
retirement  planning,  retirement  management 
and  financial  planning  for  individuals  and  small 
businesses. 

Sampson  Investment  Management 
171  Front  Street,  Suite  100 
Danville,  CA  94526 
925-743-8449  www.sampson-investment.com 

Sampson  Investment  Management  helps 
clients  idenitfy  and  achieve  their  goals, 
objectives  and  dreams. 


41391  Kalmia  Street,  Suite  130 
Murrieta,  CA  92562 
800-677-9760  www.ajdavies.net 

Dynamic  solutions  for  creating  and  preserving 
wealth  for  successful  individuals  and  small  business 
owners  throughout  the  West  Coast. 


3300  Douglas  Boulevard,  Suite  420 
Roseville,  CA  95661 
800-787-7634  www.empyrionwealth.com 

A  Wealth  Management  firm  founded  on  invest- 
ment excellence  with  the  highest  standards  of 
accountability,  and  world-class  client  service. 


Salient  Wealth  Management,  LLC    Wealth  &  Tax  Planners 


750  Lindaro  Street,  Suite  130 
San  Rafael,  CA  94901 
41 5-526-2900  www.salientwealth.com 

A  comprehensive  wealth  manager  serving 
senior  executives  and  their  families  throughout 
Northern  California. 

CalBay  Investments,  Inc. 
500  La  Gonda  Way,  Suite  280 
Danville,  CA  94526 
925-743-3360  www.calbayinvestments.com 

CalBay  Investments,  Inc.  specializes  in  retirement 
and  income  planning  for  individuals  and  families 
with  complex  financial  situations  who  are  interested 
in  building  clear  financial  strategies. 


1646  N.  California  Boulevard,  Suite  315 
Walnut  Creek,  CA  94596 
925-938-4300  www.wtplanners.com 

Independent  financial  advisors,  focusing  on 
wealth  creation,  retirement,  tax  and  long-term 
care  planning.  Able  to  explain  the  complex. 

McCarthy  Asset  Management,  Inc. 
3  Lagoon  Drive,  Suite  155 
Redwood  Shores,  CA  94065 
650-610-9540  www.mamportfolios.com 

A  fee-only,  CPA  Wealth  Management  firm 
specializing  in  retirement  planning,  income  tax 
planning  and  customized  portfolio  management 
solutions  to  individuals  and  small  businesses. 


www.themostdependable.com   

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research 
process  to  evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the 
criteria  above  for  each  of  the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order, 
and  we  make  no  specific  comparisons  between  the  companies  listed  above  and  any  unlisted  companies.  Goldline 
Research  is  not  affiliated  with  Forbes  Magazine. 
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Best  Prices  &  Service 
1-800-747-5670 


"LOOK"  This  is  Different 


If  you  can  comfortably  afford 
a  "one  time"  investment  of 
$12,900  you  could  earn 
$  1 5,000  plus  every  month  and 
it's  easy  and  fun!  We 
guarantee  to  show  you  how  - 
in  your  area  -  where  it  counts. 
"A  Corporate  First".  Includes 
a  one-on-one  training 
program. 

CALL:  1-877-808-0800 


"LOOK"  This  is  Different 


82-Acre  Oceanfront  Caribbean  Estate  for  Sale. 


DcSgD  and  build  your  private  Caribbean  sanctuary 
in  the  clean,  green,  sale,  and  serene  island  of 
Tobago,  the  "capital  of  paradise."  Enjoy  the 
freedom  of  the  Caribbean.  For  more 
information  visit  our  web  site. 

Indian  Point  Estate.Louis  IT  or  Tobago,  West  Indies; 
(868)  723-1864;  www.indianpouitestate.com 


UNSECURED  LOANS 

$1,000  $100,000. 
No  collateral  required.  Same  day 
decision  nationwide. 
Any  personal  or  business  use. 
Easy  application  process. 
Start-ups  welcome. 

www.AmOne.com/Forbes 

1-800-458-7695 


Forbes 

MARKETPLACE 

For  Advertising  Contact: 

Lisa  Lazansky 

Custom  Solutions  Media 

1-888-305-6830 


3! 

BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


It's  About  Time 

©  © 
©  © 

Bank 
Owners  hip 

We  invite  you  to  inquire. 
800-733-2191 
\\  ISC 


For  Marketplace,  call  888-305-68^ 


forbeS    EXECUTIVE  EDUCATION 


Lccelerate  your  career 
difference  as  a  globally  savvy  busi 
leader.  Our  results-driven  curriculum, 
experienced  faculty  and  srnte-of-the-a  rr 
facilities  make  the  UST  MBA  your 
portal  to  success.  For  mon  Information 
about  the  Full-time,  Evening.  Executive 
or  Health  Care  UST  MBA  programs, 
visit  www.stthomas.edu/mba/  or  contact 
the  UST  Opus  College  of  Business  at 
(800)  328-6819,  Ext.  4302  or  (651)  962-4302. 


Opus  College  of  Business 


theuniversityq/TENNESSEE  I  ur 

College  of  Business  Administration 


$••••••••••« 

UT's  Executive  MBA  Program  Offers: 
Innovative,  One-Year  Curriculum 
Customized  Projects  with  Immediate  Payoffs 
Accessibility  to  Executives  Worldwide 
Internationally  Ranked  by  Financial  Times 


Now  accepting  applications  for  the  Class  of  2008 


A. utk.edu 


800.486.EMBA 


PREPARE  TO  BREAK  THROUGH. 


Upcoming  Programs 


Leading  Organic  Growth: 
Growing  a  Business  From  Within 

October  23-26,  2007 

Strategic  Decision  Making 
October  28-31,  2007 

Phone:  877.833.3974  U.S./Canada 

434.924.3000  Worldwide  jS"  UNIVERSITY 

w  M  ^VIRGINIA 

Email:  Darden  Exed@Virginia.edu  ~ —  vuajIlw 

Darden  School  of  Business 

Web:    www.darden.virginia.edu/exed        executive  education 


Change  the  Way  You  Think.  Improve  the  Way  You  Do  Business. 


iptember  3,  2007 


For  Executive  Education,  call  631-242-8298 
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Life  insurance  prices 
drop  to  all-time  lows 

Call  or  visit  lnsure.com  today.  Compare  prices  in  seconds. 
Freedom  to  buy  from  the  company  of  your  choice. 
Also  quoting  auto,  health,  home  and  more! 


Monthly  Rates  for  Females 

Age 

$5  Million 

$10  Million 

$25  Million 

35 

$84 

$162 

$440 

40 

$116 

$240 

$617 

45 

$201 

$423 

$1,076 

50 

$328 

$652 

$1,623 

55 

$498 

$1,019 

$2,542 

60 

$755 

$1,536 

$3,833 

65 

$1,269 

$2,533 

$6,326 

70 

$2,069 

$4,134 

$10,329 

Monthly  Rates  for  Males 

Age 

$5  Million 

$10  Million 

$25  Million 

35 

$84 

$162 

$486 

40 

$123 

$240 

$661 

45 

$214 

$423 

$1,186 

50 

$353 

$701 

$1,973 

55 

$597 

$1,188 

$3,417 

60 

$967 

$1,928 

$5,909 

65 

$2,028 

$4,051 

$10,153 

70 

$3,233 

$6,461 

$16,214 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  -  Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."    -  Barron's 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger's  Personal  Finance 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."  —  Forbes.com 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 


"The  best  Web  site  I've  found., 


The  Dallas  Morning  News 


'...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
Site  on  the  Web."  —  Insurance  for  Dummies 

'This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."  —  U.S.  News  &  World  Report 


visit  lnsute.com 

Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

Ad  Code:  FORBS  9/07 


NOTE:  The  sample  10  year  California  term  life  premiums  shown  above  are  not  specific  to  any  individual  person  or  insurer.  Please  call  lnsure.com  or  visit 
www.insure.com  to  obtain  quotes  specific  to  your  health  history  profile.  Copyright  ©1984-2007  lnsure.com,  Inc.,  8205  South  Cass  Avenue,  Suite  102, 
Darien,  Illinois.  CA  agent  #0A1 3858,  LA  agent  #200696,  MA  agent  #333509159.  In  California,  lnsure.com,  Inc.  dba  lnsure.com  Insurance  Services  under 
agent  #0827712,  in  LA  as  agent  #205078.  In  Utah,  lnsure.com.  Inc.  dba  lnsure.com  Insurance  Services,  Inc.  under  agent  #90093.  All  rights  reserved. 
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A    SPECIAL    ADVERTISING    FEATURE    PROFILING    TOP.  PERFORMERS    IN    THE    OIL    AND    GAS  SECTOR. 


U.S.  Government  Calls  For  Increases  to  Domestic 
Oil  Production  and  Strategic  Petroleum  Reserves 


Readers  are  invited 
to  call  direct  for  a  full 
complimentary  company 
investor  package. 


CI  IM  PA       T°"  fr6e  1-800-798-8334 

jUN  CAL  www.suncaloil.com 
ENERGY      NASDAQ  OTC  BB:  SCEY 

Providing  Energy  SolQtions  to  America 


Sun  Cal  Energy,  Inc.  |  NASDAQ  OTC  BB:  SCEY 


Surrounded  by  daily  oil  production  of  over  500,000  barrels, 
Sun  Cal  Energy,  Inc.  is  a  high  growth  public  company 
focused  on  providing  secure  energy  solutions  to  America. 


While  every  day  we  hear  about  another  oftomorrow  *s 
potential  answers  to  the  U.S.  energy  deficit  -  whether 
it'sethanol,  fuel  cells,  orw  ind  power  President  Bush 
recently  called  on  the  nation  to  step  up  domestic  oil 
production  for  today's  energy  needs  while  doubling 
the  Strategic  Petroleum  Reserve  to  protect  America 
against  severe  oil  suppK  disruptions. 

Answering  the  cry  for  tangible  domestic  energy 
solutions  are  oil  and  gas  explorers  and  producers 
adding  to  America's  rich  history  of  petroleum 
production,  as  with  Chevron's  recent  Gulf  of  Mexico 
discovery  of  up  to  15  billion  barrels  of  oil  that  is 
expected  to  produce  800,0(10  barrels  of  U.S.  oil  a 
day.  Not  surprisinglv.  Chevron's  stock  jumped  1 2.5% 
after  the  announcement. 

Following  the  same  pattern  of  exploring  America's 
proven  oil  and  gas  reserves  is  Sun  Cal  Energy, 
Inc.,  a  publicly  traded  company  with  offices  in  San 
Francisco.  To  dale.  Sun  Cat's  strategy  of  seeking  low- 
risk.  high-rew  ard  oil  and  gas  opportunities  appears  to 
be  working.  A  third-party  geological  report  on  Sun 
Cal's  California  exploration  project  estimates  its 
recoverable  reserve  potential  to  be  up  to  75  million 
barrels  of  oil.  Even  at  S50  barrel,  that  still  translates 
into  S3.75  billion. 


Such  large-scale  numbers  are  common  for  the 
enviable  region  of  Sun  Cil  s  California  Prospect. 
The  prolific  oil  and  gas  province,  known  as  the  San 
Joaquin  Basin,  contains  18  giant  oil  fields  (production 
>  100  million  barrels  each)  and  four  super  giants 
(production  >  1  billion  barrels  each).  Surrounding 
Sun  Cal's  400-acres  arc  major  industry  players,  such 
as  Chevron  and  Occidental  Petroleum,  producing 
over  500.000  barrels  of  American  oil  daily.  1  he  value 
of  Sun  Cal's  California  project  is  further  bolstered  bv 
3D  seismic  and  well  data  confirming  the  presence  of 
a  reservoir  and  previously  discovered  hydrocarbons. 


At  a  Glance 

•  Sun  Cal  Energy,  Inc. 

•  Oil  &  Gas  Exploration 

•  Pot.  Reserves  up  to  75  MMBO 

•  Area  Production  of  500K  bbl/day 

•  Active  Drilling  Program 


Then  there's  Sun  Cal's  active  drilling  program.  The 
company  owns  an  overriding  royalty  interest  in  wells 
drilled  by  Marathon  Oil  on  Sun  Cal's  1,200-acre 
project  in  Oklahoma's  Springer  Morrow  play,  the 
largest  play  in  the  State  and  Mid-Continent.  Marathon 
Oil  (Market  Cap:  544.69  billion)  has  already  drilled 


California  Production  Around  Sun  Cal  -  in  barrels  of  oil/da 


CRUDE  OIL  PRICES  from  1986  to  2007 

(US  DOLLARS  PER  BARREL) 


88  87  8S  90  91  97  9.1  9«  95  96  97  98  M  00  01  02  01  W  OS  06  07 

one  successful  well  on  Sun  Cal's  property  while  a 
second  well  is  scheduled  for  drilling  and  testing  to 
begin  bv  August  2007. 

Sun  Cal's  attractive  drilling  program  also  includes 
a  21,000-foot  test  well  planned  in  Q4  2007  on  the 
company  "s seism ically  defined  Breton  Sound  Prospect 
in  Louisiana's  Tuscaloosa  trend.  The  I  uscaloosa  has 
produced  natural  gas  since  the  l°70's,  with  average 
reserves  per  field  being  wound  .":'■()  billion  cubic  feet 
(-$1.5  billion  at  S6  gas).  And  according  to  the  US 
Geological  Survey  ( February  2007 ).  the  Tuscaloosa's 
undiscovered  resources  are  still  considerable  at  up  to 
27  trillion  cubic  feet  of  gas. 

Sun  Cat's  management  team  of  experienced  oil  and 
gas  industry  veterans  explains  that  their  drilling 
program  leaves  the  high  cost  of  drilling  to  other 
players  in  the  area  so  the  company  can  minimize  its 
up-front  cash  requirements,  effectively  increasing 
ROI  and  building  shareholder  value.  And  with  the 
Department  of  Energj  reminding  us  thai  oil  and  gas 
represents  two-thirds  of  the  energj  currently  used  bv 
Americans,  the  timing  for  Sun  Cal  to  provide  secure 
domestic  energy  sources  to  America  couldn't  be 
better. 

W  ith  major  potential  reserves  in  a  proven,  prolific- 
oil  and  gas  region,  and  an  active  drilling  program 
underway,  Sun  Cal  Energy,  Inc.  (NASDAQ  OTC 
BB:  SCEY)  is  a  high-impact  public  compam  that 
oilers  shareholders  an  exceptional  earl)  stage 
opportunity  to  participate  in  several  of  America's  top 
emerging  energy  plays. 


"4 


SUN  CAL 


Readers  are  invited  to  call 
direct  for  a  full  complimentary 
compam  investor  package. 
Toll  free  [-800-798-8334. 
www.suncaloil.com 
NASDAQ  OTC  BB:  SCEY 


eptember  3,  2007 


For  Marketplace,  call  888-305-6830 


I  l>eS  MARKETPLACE 


Looking  To  Grow  Your  Business? 


We  Specialize  in  Responsive  Lists  That  Work! 

Direct  Mail  •  Email   

MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE  -SBl^^ 

www.macromark.corn    ]VI  3.01*0 777 

Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 


k 


We  See  Your  Success 


We  help  ourclien 
and  have  funded  in  excess  of  $1  billion  dollars  in  transactions 
to  firms  like  yours. 

2,12.755.3636  i  www.capstonetrade.com 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


Great  franchise  opportunity  for  strong  leaders, 


Closets  by  Design  is  seeking  qualified  leaders  to  own  and  operate  franchises 
in  prime  exclusive  territories.  We  provide  continuous  training  and  support, 
backed  by  proven  marketing  programs.  Closets  By  Design  has  twenty-five 
years  of  experience  as  the  industry  leader,  and  has  been  ranked  #1  in  our 
category  by  Entrepreneur  Magazine. 


"We  were  an  independent  closet  company 
before  buying  a  Closets  by  Design  franchise 
and  we  could  not  touch  the  prices  that 
we  now  get!  We  didn't  have  anything  to 
bargain  with  on  our  own.  The  minute  we 
bought  and  converted  to  a  (losers  by  design 
franchise,  we  had  immediate  savings  with 
our  vendors,  and  our  advertising  costs 
were  cut  in  half  fhe  approach  in  training 
and  sales  is  different  than  other  franchises. 
Closets  by  Design's  system,  methods  and 
training  are  fantastic.  We've  grown  our 
business  over  600%  in  six  years! " 


Dan  and  Corbin  Johnson 
Denver,  Colorado  franchise  Owner 


To  learn  more,  please  call 
today  (800)  337-5737 

Our  model  provides  an  excellent  cash  flow 
business  opportunity  in  a  growing  and  self- 
fulfilling  industry  and  requires  no  previous; 
experience.  For  more  information  on  joining 
the  country's  fastest  growing  custom  home 
orgamizing  franchise  cail  or  visit  us  on  the 
web  at  www.closetsbydesign.com 

/"is  Closets 

VV  by  Design 
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Switch  to  DIRECTV  for  the 
ultimate  payoff. 


The  smart  money  is  on  switching  to  DIRECTV,  with  100% 
digital-quality  picture  and  sound  on  every  channel.  Plus, 
programming  you  can't  get  anywhere  else,  including  the 
best  news,  weather  and  finance,  and  the  most  sports  in  HD.f 


Bloomberg  HeadlineNewa 


MLB. .1*1 

Innings 


•  NO  equipment  to  buy 

•  NO  start-up  costs 

•  Local  channels  included 
in  every  package1 

•  Top  ranking  customer  service,  24/7 


FREE 

Professional  Installation 
for  your  home 

NO  equipment  to  buy! 
NO  start-up  costs! 

Lease  icguired.  Lease  lee  of  $4.99/mo  tor  second  and 
each  additional  leccivei.  CoinplexA.uslom  installation 
extra.  Handling  and  delivery  fee  ol  $19  Vb  may  apply. 


FREE 


HD  Receiver  or  DVR  upgrade 


With  activation  ol  CHOICE  II 
jamming,  DVR  and/or  110  Aci 


above 

icnts  required 


Portable  DVD  Player 


While  supplies  last 


Met  mail -in  redemption. 
With  activation  of  CHOICE 
package  01  above. 


Offers  expire  10/31/07  and  are  available  on  approved  credit.  Credit  card  reguned  New  residential  customers  only  llease  requited !.  Complex/custom  installation  extra  Handling  and  delivery  fee  of  $19.95. 


GETTING  DIRECTV  IS  EASY  AS  1-2-3. 


O  CALL  to  schedule  your  installation.  ©  SELECT  your  DIRECTV®  package.  ©  Sit  back  and  we'll  do  the  rest. 

Call  1-800-346-5408  or  go  to  directv.com 


liability  for  local  channels  based  on 
Professional  Home  Theater  Installers 
e  DIRECTV  BASIC  programming  packai 
above  and  complete  redemption  foir 
demption.  PO  Box  425.  Mira  loma.  i 
relrs.  Reproductions  of  redemption  loi 
onths  tor  advanced  receivers!  ol  any  I 
fR  tease  FAILURE  TO  ACTIVATE  ALL 
RECTV  MAY  CHARGE  A  PRORATED 
TAILS.  Programming,  pricing,  terms 
d  the  NFl  SUNDAY  TICKET  name  and  I 
ILUHBIA  PICTURES  INDUSTRIES.  INC 


service  address.  M Based  on  national  offering  of  exclusive  sports  packages  and  othei  major  spoils  programming  in  HO  "Home  Theater  Professionals  recommend  DIRECTV  "Best  Picture  Duality '  4.1  over  cable  Based  on  a  National  Suivey 
"INSTANT  REBATE:  Advanced  eguipment  instant  rebate  requires  activation  ol  the  CHOICE  XIRA  package  I$b4.99/nm  1 01  above;  FAMILIAR  III THA  oi  above,  ladeworld;  oi  any  qualifying,  international  service  bundle,  which  shall  include  either 
re  im'ued  ii  $?  Wm  I «  Die  DIRECTV  PREFERRED  CHOICE  programming  package  tallied  ai  $29  M/rao  i  PORTABLE  DVD  OFFER:  fo  receive  dee  portable  L"/l)  player,  customer  must  activate  Hie  CHOICE  l$«  «/r»  I  programming  package 
ri  lhal  mil  he  mailed  automatically  8-10  days  alter  UIRECIV  System  lease  Upon  0IREC1V  System  acthrstion.  customer  must  complete  and  sign  redemption  lorm,  attach  first  months  OIRMV  bill  and  mail  documents  to  Portable  DVD 
:A  50752-0425.  form  must  be  postmarked  on  or  before  12/20/1)/  Upon  receipt  ol  completed  foim  and  copy  of  fiist  bill.  DIRECTV  will  ship  one  Ul  portable  DVD  player  lo  the  name  and  address  used  to  activate  PHttCfV  account  Allow  6-8 
m  strictly  prohibited.  DIRECTV  not  responsible  for  late  lost,  illegible,  mutilated,  incomplete  misdirected  or  postage  due  mail  INSTALLATION:  Complex/custom  installation  extra.  SYSTEM  LEASE:  Purchase  of  12  consecutive  months  124 
HRECTV  base  programming  package  ($29  99/mo  oi  above!  or  qualifying  international  services  bundle  required  DVR  suivii  t  commitment  99/nm  I  le'iuiH  lo:  DVR  and  ho  DVR  lease:  HD  Access  lee  |$*  99/mo  I  reguned  loi  HO  and  HO 
DIRECTV  SYSTEM  EQUIPMENT  IN  ACCORDANCE  WITH  THE  EQOIPMENT  LEASE  ADDENDUM  MAY  RESULT  IN  A  CHARGE  Of  $150  PER  RECEIVER  NOT  ACTIVATED  IF  YOU  FAIL  TO  MAINTAIN  YOUR  PROGRAMMING  COMMITMENT, 
f  EE  OF  UP  TO  $300.  RECEIVERS  ARE  AT  ALL  TIMES  PROPERTY  OF  DIRECTV  AND  MUST  BE  RETURNED  UPON  CANCELLATION  OF  SERVICE,  OR  ADDITIONAL  FEES  MAY  APPLY.  VISIT  directv.com  OR  CALL  1-800  DIRECTV  FOR 
and  conditions  subiecl  to  change  at  any  time.  Pricing  residential;  faxes  not  included.  Receipt  ol  DHtrCfV  programming  subject  to  DIREC1V  Customer  Agreement;  copy  provided  al  dueclv.com/legal  ami  in  list  bill.  NFL.  the  Nil  Shield  design 
ogn  ate  registered  trademarks  of  liie  NF!  and  its  affiliates.  NFL  team  names  and  uniform  designs  arc  registered  trademarks  nf  the  teams  indicated  PHOTO  CREDIT:  I  asino  Royale  ©2006  DANJAO.  UC.  UNIIH!  mm  CORPORATION  AND 
U'l  RIGHTS  RtSIRVFO  '07007  DIRECTV,  Inc  DIRECTV  and  the  Cyclone  Design  logo  are  registered  trademarks  of  DIRECTV.  Inc.  All  othei  trademark  i  and  service  maiks  are  the  property  ol  their  respective  owners 
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On  the  Business  of  Life 


an  Francisco's  latest  earthquake  is  a  tragically  dramatic  reminder  of  how  fragile  our  complicated, 
contemporary  civilization  really  is.  Hurricane  Hugo's  devastating  swath  a  couple  of  weeks  earlier 
made  the  same  painful  point.  Our  ever-higher  high-tech  way  of  life  increases  our  vulnerability. 
Remember  a  decade  or  so  ago  how  New  York  City's  blackout,  uncasualtied  though  it  was,  brought  to  a 
screeching  halt  the  way  of  life  and  livelihood  of  that  huge  city's  hived  millions?  But  isn't  it  strangely  wondrous 
how  quickly  we  recover  from  catastrophic  interruptions?  Bouncing  back  dramatizes  something  vastly  more 
significant  than  our  fragility:  the  unquenchable,  unkillable  human  spirit.     —MALCOLM  S.  FORBES  (1989) 


The  stabbing  horror  of  life  is  not  contained 
in  calamities  and  disasters,  because  these 
things  wake  one  up.  No,  it  is  more  like 
being  in  a  hotel  room  in  Hoboken  let  us 
say,  and  just  enough  money  in  one's  pocket 
for  another  meal. 

—HENRY  MILLER 


The  earth  is  mankinds  ultimate  haven, 
our  blessed  terra  firma.  When  it  trembles 
and  gives  way  beneath  our  feet,  it's  as 
though  one  of  God's  checks  has  bounced. 

—GILBERT  ADAIR 


Perhaps  catastrophe  is  the  natural  human 
environment,  and  even  though  we  spend  a 
good  deal  of  energy  trying  to  get  away 
from  it,  we  are  programmed  for  survival 
amid  catastrophe. 

— GERMAINE  GREER 


Man  needs  difficulties;  they  are  necessary 
for  health. 

—CARL  JUNG 


Life  is  truly  known  only  to  those  who 
suffer,  lose,  endure  adversity  and  stumble 
from  defeat  to  defeat. 

— RYSZARD  KAPUSCINSKI 

The  worst  is  yet  to  come. 

—ALFRED,  LORD  TENNYSON 


One  likes  people  much  better  when  they're 
battered  down  by  a  prodigious  siege  of 
misfortune  than  when  they  triumph. 

—VIRGINIA  WOOLF 


Americans  have  always  been  able 

to  handle  austerity  and  even  adversity. 

Prosperity  is  what  is  doing  us  in. 

—JAMES  RESTON 


Calamity  is  man's  true  touchstone. 

—BEAUMONT  AND  FLETCHER 


God  gives  almonds  to  those  who  have 
no  teeth. 

—SPANISH  PROVERB 


Individual  misfortunes  give  rise  to  the 
general  good;  so  that  the  more  individual 
misfortunes  exist,  the  more  all  is  fine. 

— VOLTAIR 


Life  improves  slowly  and  goes  wrong 
fast,  and  only  catastrophe  is  clearly 
visible. 

—EDWARD  TELLE! 


The  happiness  of  most  people  we  know  is 
not  ruined  by  great  catastrophes  or  fatal 
errors,  but  by  the  repetition  of  slowly 
destructive  little  things. 

—ERNEST  DIMNE' 


/  only  drink  fortified  wines  during  bad 
weather.  Snowstorm,  hurricane,  tornado- 
I'm  not  particular,  as  long  as  it's  bad.  After 
all,  any  storm  for  a  Port. 

—PAUL  WINALSK 
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The  wilderness  and  the  solitary 
place  shall  be  glad  for  them; 
and  the  desert  shall  rejoice, 
and  blossom  as  the  rose. 

—ISAIAH  35:1 


Sent  in  by  Virginia  Todd,  Dallas,  Tex. 
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Why  do  most  16-year-olds 

drive  like  they're 
missing  a  part  of  their  brain? 


BECAUSE  THEY  ARE. 


Even  bright,  mature  teenagers  sometimes  do 
things  that  are  "stupid." 

But  when  that  happens,  it's  not  really  their  fault.  It's 
because  their  brain  hasn't  finished  developing.  The 
underdeveloped  area  is  called  the  dorsal  lateral 
prefrontal  cortex.  It  plays  a  critical  role  in  decision 
making,  problem  solving  and  understanding  future 
consequences  of  today's  actions.  Problem  is,  it  won't  be 
fully  mature  until  they're  into  their  20s. 

It's  one  reason  16-year-old  drivers  have  crash  rates  three 
times  higher  than  17-year-olds  and  five  times  higher 
than  18-year-olds.  Car  crashes  injure  about  300,000 
teens  a  year.  And  kill  nearly  6,000.  Is  there  a  way  for 
teens  to  get  their  driving  experience  more  safely — 
giving  their  brains  time  to  mature  as  completely  as 
their  bodies?  Allstate  thinks  so. 

Graduated  Driver  Licensing  (GDL)  laws  are  one 

approach  that's  been  proven  effective  at  reducing  teen 


crashes.  These  laws  restrict  the  more  dangerous  kinds 
of  driving  teens  do,  such  as  nighttime  driving  and 
driving  with  teen  passengers.  Since  North  Carolina 
implemented  one  of  the  most  comprehensive  GDL 
laws  in  the  country,  it  has  seen  a  25%  decline  in 
crashes  involving  16-year-olds. 

To  find  out  what  the  GDL  laws  are  in  your  state, 
visit  Allstate.com/teen.  Help  enforce  them  — 
and  if  they  aren't  strong  enough,  ask  your  legislator  to 
strengthen  them. 

Let's  help  our  teenagers  not  miss  out  on  tomorrow  just 
because  they  have  something  missing  today. 


It's  time  to  make  the  world  a  safer  place  to  drive. 
That's  Allstate's  Stand 


/instate 

You're  in  good  hands. 


Auto 

Home 

Life 

Retirement 


The  Cupped  Hands  logo  is  a  registered  service  mark  and  "That's  Allstate's  Stand"  is  a  service  mark  ot  Allstate  Insurance  Company  Lite  insurance  and  annuities  issued  by  Allstate  Lite  Insurance  Company.  Northbrook.  IL  and  Lincoln  Benefit  Lite  Comri 
incoln,  NE  In  New  York.  Allstate  Lite  Insurance  Company  ot  New  York.  Hauppauge.  NY  Property-casualty  insurance  products  issued  by  Allstate  Fire  and  Casualty  Insurance  Company,  Allstate  Indemnity  Company,  Allstate  Insurance  Company.  AIM 
i   ierty  and  Casualty  Insurance  Company,  Northbrook,  IL  ©  2007  Allstate  Insurance  Company 
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With  offices  in  26  countries 
we  never  sleep. 

The  thought  of  a  missed  opportunity 
keeps  us  up  nights  anyway. 

International  investing  can  be  a  smart  way  to  diversify  your  portfolio 
and  take  advantage  of  opportunities  in  other  parts  of  the  world.  With 
over  350  research  analysts  and  investment  associates  spread  across  the 
globe,  no  company  is  working  harder  to  unearth  these  opportunities 
for  you  than  Fidelity. 
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Sidelines 


Do  You  Believe 
In  Magic? 

PLENTY  OF  PEOPLE  DO  WHEN  IT  COMES  TO 
investing.  Enough,  at  any  rate,  to  keep  Wall  Street 
prosperous.  Magicians  command  high  fees. 

Nonmagical  investing  consists  in  buying  busi- 
nesses, or  parts  of  businesses,  and  waiting 
patiently  for  them  to  appreciate  and/or  distribute 
their  profits.  This  is  what  retirees  do  when  they 
buy  a  stock  index  fund.  This  is  what  Berkshire 
Hathaway  does. 

Magicians  can  do  so  much  more  than  buy 
stocks  and  sit  on  them.  They  can  go  long  and 
short,  trade  puts  and  calls,  use  default  swaps  and 
structured  notes  and  commodities,  and  apply 
dizzying  amounts  of  leverage  to  all  these  trans- 
actions. This  is  the  world  of  hedge  funds,  open, 
for  the  most  part,  only  to  the  select  few  with  a  lot 
of  money  to  invest. 

It  is  the  conceit  of  hedge  fund  customers 
that,  behind  the  velvet  rope  that  separates  them 
from  the  masses,  they  have  access  to  strategies 
that  will  earn  them  enhanced  returns.  But  does 
getting  into  this  exclusive  club  make  them  better 
off?  Although  hedge  funds  are  shrouded  in 
mystery  that  allows  them  to  make  very  select 
disclosures,  every  now  and  then  we  ordinary 
folk  get  a  peek  inside.  For  example,  with  the 
Phoenix  Market  Neutral  Fund.  This  opened 
nine  years  ago  following  a  rule  change  permit- 
ting retail  funds  to  engage  in  a  favorite  hedge 
fund  activity,  simultaneously  buying  some 
stocks  while  shorting  others.  Thus  was  the  fund  supposed  to  make 
money  in  both  bull  and  bear  markets.  Alas,  it  has  done  badly  in 
both  kinds  of  markets.  On  page  175  Peter  Schwartz  awards  this 
loser  a  booby  prize. 

Two  decades  ago  Shearson  Lehman  opened  Multiple  Opportu- 
nities Portfolio.  This  partnership,  available  only  to  customers  with  a 
net  worth  of  $500,000,  could  dip  into  all  manner  of  short  sales, 
futures,  options  and  leverage.  Customers  flocked  to  it,  $500  million 
worth,  despite  the  exorbitant  3%  annual  cost.  The  fund  bombed  and 
was  liquidated  five  years  later.  Shearson  did  it  again  with  its  Advi- 
sors Fund,  a  fund  of  funds  opened  in  1990.  It,  too,  featured  a  selec- 
tive clientele,  exotic  trades,  outlandish  fees  and  an  untimely  death. 

Memories  are  short.  Hedge  funds,  a  collection  of  Shearsonesque 
partnerships  with  sophisticated  strategies  and  steep  fees,  have 
attracted  $1.7  trillion.  Not  counting  performance  bonuses  collected 
when  they  make  lucky  bets,  the  operators  are  pocketing  $20  billion 
or  $30  billion  a  year.  Poof! 
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or  generations  we've  been  part  of  the  local  community,  helping  in  ways  that  may  surprise  you.  Like  k 
•ntributing  over  $82  million  to  the  Muscular  Dystrophy  Association  and  providing  low-cost  heating  oil  A^L 

for  1.2  million  of  our  neighbors.  We're  the  people  of  CITGO,  and  we're  there  for  you  at  every  turn        I  iB^^L 
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Readers  Say 

READERS@FORBES.COM 


Wild  Pitch 

I  was  disappointed  with  your  arti- 
cle "Shilling  Schilling"  (Sept.  3, 
p.  128).  In  a  time  when  we  are  over- 
whelmed by  stories  of  athletes  in- 
volved in  animal  cruelty,  domestic 
violence  and  steroid  use,  David 
Armstrongs  piece  seems  misplaced. 

What  has  Curt  Schilling  done 
to  earn  the  scorn  of  the  media?  He 
has  spoken  his  mind.  He  is  guilty  of  nothing  but  being  unpopular.  Oh  yes,  and 
to  the  point  of  your  article,  he  is  guilty  of  firing  his  agent.  Shame  on  him. 

TELIS  BERTSEKAS 
Lexington,  Mass. 


Bad  guy  or  bad  rap?  Curt  Schilling. 


Bloody  Wrong 


Mr.  Armstrong  appears  to  know  nothing  about  the  game  of  baseball,  yet  he 
manages  to  portray  Curt  Schilling  in  the  worst  possible  light  with  selected 
negative  quotes  ("Shilling  Schilling,"  Sept.  3,  p.  128).  He  doesn't  mention  that 
Gary  Thorne  later  apologized  for  spreading  the  rumor  about  the  bloody  sock 
by  claiming  he  had  misunderstood  a  joke. 

JAMES  CRABTREE 
Pflugerville,  Tex. 


Preying  on  Heroes 

As  someone  with  friends  and  family  that 
are  serving  and  have  served  and  been 
badly  wounded,  I  found  your  article  on 
Chapin,  Viguerie  and  the  Heroes  Foun- 
dation ("Shell  Game,"  Sept.  3,  p.  34)  par- 
ticularly disturbing.  These  people  are  the 
worst  example  of  charity  vampires — 
sucking  the  life  out  of  caring  contributors 
while  giving  little  to  those  they  profess  to 
assist.  In  a  just  world  they  would  lose 
their  tax-free  status,  pay  fines  for  mis- 
leading the  donors  and  all  be  sent  to  Iraq 
to  clear  minefields. 

KEVIN  CURTIS 
Cazenovia,  N.  Y. 


Doubledog 


I  was  pleased  and  flattered  by  your  arti- 
cle about  me  ("Have  No  Fear,"  Aug.  13, 
p.  46),  but  I  must  set  the  record  straight 
on  one  major  point.  In  connection  with 
the  Underdog  Saturday  morning  cartoon 
series,  the  article  stated  that  I  wrote 
every  script.  That  is  only  half-true.  I  had 
a  great  writing  partner,  Chet  Stover. 


Buck  Biggers,  co-creator  on  Underdog. 

Together  he  and  I  created  every  concept 
and  character  and  wrote  all  the  scripts 
We  also  wrote  the  definitive  book  on  the 
subject,  How  Underdog  Was  Born. 

Chet's  contribution  to  TVs  Underdog 
was  far  too  important  to  be  overlooked 
I  couldn't  have  done  it  without  him. 

W.  WATTS  (BUCK)  BIGGER 
East  Sandwich,  Mass 
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Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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The  quest  for  healthier 
cereal  never  ends. 


www.cargillcreates.com 


V 

Behind  the  cute  characters  and  slogans,  cereal  companies 
are  serious  about  putting  healthier  products  on  the  table.  One 
national  brand  turned  to  Cargill  to  help  convert  their  entire 
line  of  products  to  whole  grain,  requiring  that  the  change  not 
affect  flavor  or  texture.  Cargill  developed  a  process  for  putting 
whole  grain  corn  into  their  cereal  while  maintaining  shelf  life 
and  taste  appeal.  We  accomplished  it  all  within  the  company's 
challenging  time  frame.  The  successful  conversion  means 
that  Americans  will  eat  an  additional  1.5  billion  whole  grain 
servings  each  year.  This  is  how  Cargill  works  with  customers. 
collaborate   >   create   >  succeed 


Nourishing  Ideas.  Nourishing  People: 


LEADER  OF  THE 
QUAD-CORE  PACK. 


THE  COMPLETE  LINE  OF  QUAD-CORE 

INTEL®  XEON®  PROCESSORS  FOR  MAINSTREAM  SERVERS. 

Intel  continues  to  deliver  the  ultimate  in  business  processing  performance  with  its  full 
range  of  Quad-Core  Intel  Xeon  processors  for  servers.  Learn  more  at  intel.com/xeon 


intel- 


Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Unindicted  Blunderer 


THE  FEDERAL  RESERVE,  LAGGING  OTHER  CENTRAL  BANKS,  PUMPED 
in  extra  money  and  then  cut  its  discount  rate  to  prevent  a  seizure 
of  the  financial  system  in  the  aftermath  of  the  subprime  mortgage 
market  debacle.  Next  to  keeping  its  currency  stable,  the  critical 
mission  of  a  central  bank  is  to  stem  financial  panics,  something 
Walter  Bagehot  wrote  eloquently  about  more  than  130  years  ago. 

But  there's  another  reason  the  Fed  did  right  in  this  instance:  It 
was  a  prime  culprit  in  creating  the  crisis  in  the  first  place. 

Three  years  ago  our  central  bank  began  cre- 
ating money  well  in  excess  of  the  economy's 
needs.  The  best  barometer  of  such  monetary 
;  mistakes  is  the  price  of  gold.  For  4,000  years  the 
yellow  metal  has  retained  its  intrinsic  value.  It 
cannot  be  destroyed.  All  the  gold  ever  mined  is 
still  in  existence — unlike  wheat  and  oil,  which 
>  ire  consumed  almost  immediately.  The  amount 
mined  each  year  is  but  a  small  portion  of  the 
(global  supply;  gold  is  therefore  not  prey  to  sup- 
ply shocks  such  as  drought,  insect  infestation  or 
||  ocal  instabilities  that  could  affect,  say,  the  out- 
put of  oil  (think  of  violence- racked  Nigeria).  In 
[  !004  gold  shot  up  well  above  its  12-year  average, 
i  hus  screaming  that  the  Federal  Reserve  was  cre- 
jiting  excess  liquidity.  What  the  once  revered  economist  John 
Maynard  Keynes  called  the  "barbarous  relic"  today  sits  in  the 
B>650-to-$700-an-ounce  range. 

('  What  Alan  Greenspan  did  and  what  his  successor,  Ben 
Hernanke,  has  failed  to  undo  is  the  exact  opposite  of  Greenspans 
tig  blunder  in  the  late  1990s,  when  the  Federal  Reserve  inadver- 
tently tightened  up.  That  squeeze  sent  commodities  crashing— 
•iil  fell  to  $10  a  barrel— and  brought  on  the  2000-01  recession. 

Since  2004  the  Fed  has  raised  short-term  interest  rates  in 
Lumerous  baby  steps,  but — and  this  is  key — it  has  failed  to  mop 
li  p  the  excess  money  it  created. 

What  does  all  this  have  to  do  with  the  home  mortgage  mess? 
;  Vhen  excess  money  is  created,  lenders  and  investors  feel  the  itch 
p  put  it  to  work.  Think  of  it  as  too  much  money  chasing  too  few 
round  business  and  investment  opportunities.  Standards  deterio- 
rate. The  already  booming  housing  market  went  on  steroids,  as 
{ i  id  hedge  funds  and  equity  funds. 


The  Fed  was  largely  oblivious  of  its  handiwork  because  price  in- 
dexes weren't  shooting  up  as  they  did  during  the  Great  Inflation  of 
the  1970s.  But,  for  a  host  of  reasons,  price  indexes  are  not  always 
a  reliable  barometer.  One  of  them:  We  are  currendy  in  the  midst  of 
a  historic  productivity  boom,  most  spectacularly  in  the  price  of  com- 
puting power,  which  falls  50%  every  18  months.  This  productiv- 
ity, combined  with  the  turning  out  of  services  and  products  at  cheap 
prices  by  emerging  countries  such  as  China  and  India,  masked  the 
damage  the  Fed  was  doing.  Nonetheless,  inflation 
creates  distortions.  And  distortions  ultimately  exact 
an  unpleasant  price,  as  we  are  now  witnessing. 

The  price  of  oil  and  other  commodities 
would  have  risen  because  of  the  growing  demand 
generated  by  the  booming  global  economy.  But 
the  rise  was  deeply  exaggerated  by  the  Fed's  infla- 
tion, which  was  reinforced  by  the  excess  mone- 
tary creation  by  the  European  Central  Bank,  the 
Bank  of  England  and  the  Bank  of  Japan.  How- 
ever, the  Fed  was,  and  is,  the  chief  villain. 

What  should  Bemanke  do  now?  Removing  that 
excess  money  would,  to  say  the  least,  be  an  ill-timed 
move  right  now.  The  markets  are  too  skittish.  In- 
stead, Bernanke  should  reiterate  that  the  Fed  will 
do  all  it  can  to  prevent  the  contagion  from  spreading  and  that  over 
the  next  year  it  will  gradually  undo  the  mistakes  of 2004-05.  Bernanke 
should  say  that  all  participants  now  have  been  given  fair  warning.  They 
can,  without  panic,  put  their  financial  houses  in  order.  It  won't  be  a 
painless  process,  but  it  shouldn't  send  the  economy  into  recession. 

The  Federal  Reserve's  fundamental  blunder  in  no  way 
excuses  the  reckless,  eye-popping  practices  of  those  mortgage 
bankers  who  lent  money  to  people  without  even  checking  that 
their  alleged  incomes  were  real  or  who,  in  effect,  gave  the  wink 
and  nod  to  dicey  borrowers,  signaling  that  when  their  teaser 
interest  rates  were  up,  they  could  get  new  mortgages  at  new 
teaser  rates.  Credit-rating  agencies  have  embarrassing  questions 
to  answer  about  how  they  judged  the  worthiness  of  packages  of 
subprime  mortgages  and  other  unconventional  instruments. 

But  make  no  mistake,  as  long  as  the  Fed  flounders  in  its  conduct- 
ing of  monetary  policy — as  it  has  for  a  decade — we  will  continue  to 
be  rocked  by  unnecessary  shocks  and  destructive  bouts  of  volatility. 


The  insights  of  Walter  Bagehot 
(1826-77)  on  central  banking  and 
panics  remain  all  too  relevant. 


The  Aftermath 


NCE  THIS  PANIC  IS  OVER  AND  ALL  THE  CORPORATE  AND  FINAN- 
al  corpses  have  been  found  and  buried,  politicians  and  an  angry 
liblic  will  demand  legislative  action.  Let's  hope  the  reaction  will 
;  more  constructive  than  that  in  the  aftermath  of  the  Enron  and 


WorldCom  scandals  during  the  earlier  part  of  this  decade:  the  bale- 
ful Sarbanes-Oxley  Act.  Sarbox  has  created  a  lot  of  unnecessary  pa- 
perwork for  companies  (and  lucrative  make-work  for  accountants 
and  lawyers).  It  is  a  waste  of  brainpower.  The  act  assumes  that  paper 
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barriers  will  stop  business  wrongdoing.  The  spectacular  bankruptcy 
of  commodities  broker  Refco  in  2005  showed  how  mistaken  that 
notion  is.  Fraudsters  will  always  find  ways  to  cook  books  and  cheat 
employees,  creditors  and  customers.  The  most  potent  deterrent  is 
the  prospect  of  a  stiff  jail  sentence.  Executives  at  Enron,  WorldCom 
and  elsewhere  were  found  guilty  under  laws  already  on  the  books. 

Keep  in  mind  that  dynamic  economies  will  always  create  new 
financial  instruments.  Thanks  to  the  ever  more  powerful  microchip, 
these  creations  take  on  ever  increasing  and  mind-boggling  com- 
plexities. From  time  to  time  governments  are  sorely  tempted  to  keep 
these  instruments  from  being  invented,  which  is  the  wrong  response. 
Market  participants  are  painfully  learning  the  limits  to  slicing  and 
dicing  mortgages  to  a  fine  fare-thee-well.  They  will  come  up  with 
new  safeguards.  Credit-rating  agencies  will  also  examine  how  to 
judge  the  creditworthiness  of  these  things.  Faced  with  lawsuits  they 
will,  for  a  time,  overreact.  In  fact,  one  big  change  could  be  that  in 
the  future  their  fees  will  be  paid  by  the  buyers  of  bonds  rather  than 
by  the  issuers.  Participants  are  also  learning  that  conjuring  up  new 
indexes  to  hedge  against  risk  is  not  always  foolproot  or  risk  free. 

Variations  of  this  learning  process  have  been  going  on  for  cen- 
turies. Issuing  equity  in  companies  to  the  public  mushroomed  in 
the  18th  century  and  predictably  led  to  excesses.  The  South  Sea  and 
Mississippi  bubbles  of  the  early  1700s  are  legends  in  financial  his- 


tory. As  are  the  responses  of  Britain  and  France.  Paris  clamped  down 
hard,  for  a  long  time  making  it  nearly  impossible  for  independent 
stock  companies  to  form,  while  London  was  far  less  restrictive.  Re- 
sult: Financial  innovation  continued  in  Britain,  enabling  it  not  only 
to  become  the  worlds  foremost  industrial  power  but  also  to  create 
and  then  tap  its  citizens'  savings  to  fight — ultimately,  successfully — 
its  perennial  wars  against  far  larger  and  more  powerful  France. 

There  is  the  more  recent  example  of  commercial  paper,  a  mech- 
anism that  blossomed  in  the  1960s.  It  allowed  large  companies  to 
get  cheaper  short-term  financing  by  bypassing  commercial  banks.  This 
new  market  grew  rapidly.  Then  in  1970  came  the  staggering  bank- 
ruptcy of  the  nations  largest  railroad,  Perm  Central,  a  heavy  user  of 
commercial  paper.  The  market  collapsed,  with  numerous  companies 
suddenly  facing  insolvency.  The  Federal  Reserve  and  the  banking  sys- 
tem stepped  in  to  prevent  a  widespread  debacle.  In  the  aftermath,  com- 
mercial paper  was  not  banned  or  regulated  out  of  existence.  Instead, 
it  had  to  be  backstopped  by  ironclad  lines  of  credit  at  commercial  banks. 
The  market  was  resurrected  and  grew  mightily — it  is  a  critical  part  of 
now  ubiquitous  money  market  funds.  (Today  the  market  faces  aj 
crisis  because  some  of  the  collateral  used  to  back  up  certain  commercial  | 
paper  was,  you  guessed  it,  subprime  mortgages.) 

Learn  and  reform.  The  process  can  be  messy  and  painful— 
and  often  unprofitable.  But  it  is  also  essential  for  future  progress.] 


Not  So  Lovely  Woods 


The  Woods— by  Harlan  Coben  (Dutton,  $26.95).  This  read  will 
cure  you  of  any  inclination  to  send  your  kids  (if  you  love  em)  to 
summer  camp  or  traipse  through  the  woods  yourself.  Coben  has 
spun  a  gripping,  chilling  tale,  whose  plot  has  more  tributaries 
than  a  swamp.  The  unexpected  turns  of  events  and  characters 
with  less-than-wholesome  agendas  or  secrets  from 
the  past  are  astonishing,  yet  you  never  get  lost  in 
the  complexity.  From  the  first  page  you're  hooked. 

A  county  prosecutor  in  New  Jersey,  Paul 
Copeland  (Cope)  is  pursuing  a  case  in  which  two 
college  students  from  well-to-do  families  are 
accused  of  raping  a  16-year-old  stripper.  The 
father  of  one  of  the  young  men  has  sent  pit-bull 
detectives  to  dig  up  dirt  on  Copeland  to  cool  his 
prosecutorial  ardor.  Cope  is  vulnerable.  A  wid- 


ower with  a  6-year-old  daughter,  he  has  set  up  a  foundation  in 
his  wife's  name.  The  trouble  is,  a  trusted  friend  may  have  "tem- 
porarily borrowed"  some  of  the  assets. 

And  as  fate  would  have  it,  a  horrible  event  from  the  past! 
resurfaces.  On  a  summer  night  20  years  earlier  Copeland's  sister) 
and  three  others  were  murdered  at  a  summer 
camp,  in  a  nearby  woods.  Copeland  carries  a  lot  of 
guilt  from  this  because  at  the  time  of  the  crime  he 
had  sneaked  off  to  make  out  with  a  girlfriend.  Twoj 
of  the  bodies  were  never  found,  including 
Copeland's  sister's.  The  body  of  a  recent  murder 
victim,  however,  turns  out  to  be  one  of  the  four 
who  had  supposedly  died  that  dreadful  night. 

Coben,  the  Tiger  Woods  of  thriller  novels,  has 
another  hole-in-one  with  this  book. 


RESTAURANTS:  GO,  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Insieme— The  Michelangelo  Hotel,  777  Seventh  Ave.,  at  51st 
St.  (Tel.:  212-582-1310).  Elegant,  minimalist  restaurant  offer- 
ing exceptionally  innovative  and  sensational  fare.  (The  menu 
has  Italian  classics  on  the  left  and  less  traditional  offerings  on 
the  right.)  Some  favorites:  asparagus  soup,  sablefish  with  sea 
urchin,  bass  saltimbocca.  Desserts  are  unusual  and  luscious. 

•  Aquagrill— 210  Spring  St.,  at  Sixth  Ave.  (Tel.:  212-274-0505). 
Opened  in  1996,  this  is  the  quintessential  SoHo  neighborhood 
spot,  and  reservations  can  still  be  tough  to  score.  The  food  is 


very  good — fresh  seafood,  simply  prepared.  The  Wellfleet  oys- 
ters, the  grilled  tuna  and  the  lobster  salad  are  outstanding. 
•  Solace— 406  East  64th  St.  (Tel.:  212-750-0434).  This  new 
place,  situated  in  a  brownstone,  exudes  charisma  and  style.  The 
interior  is  sleek  and  tranquil,  and  there's  a  charming  and 
romantic  garden  in  the  back.  The  meals  here  are  delicious  and 
exquisitely  presented.  Recommended:  the  cauliflower  soup,  the 
sea  scallops  and  the  lobster.  Desserts  are  as  good  as  they  look, 
especially  the  key  lime  tart.  F 
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10-Year  Corporate  Average  Fuel  Economy 


Honda  Average 
30.1  mpg 


Industry  Average 
24.8  mpg 


The  results  of  a  higher  mission. 

Over  the  past  ten  years,  Honda  has  achieved  the  highest  average 
fuel  economy  of  any  automaker  Which  makes  for  better  cars. 
Increased  competition  to  create  better  technology  And,  our 
ultimate  goal,  a  cleaner  environment. 


"Based  upon  the  average  sales-weighred  fuel  consumption  for  KW6--2005  model  year  passenger  car  and 
light-truck  fleets  sold  in  the  U.S.,  based  on  CAff.  reports.  ®  2007  American  Honda  Motor  Co..  Inc.  honda.com 


HONDA 

The  Power  of  Dreams 


Other  Comments 


MMMMMH 


If  you  can't  trust  free-born  citizens  to  reach  their  own 
judgments  on  cheeseburgers,  what  can  you  trust  them  with? 

—MARK  STEYN,  New  York  Sun 


Stabilization,  Not  Snapback  Rather  than  a 

V-shaped  slowdown,  the  landing  could  be  sorter,  a  saucer-shaped 
weakness  extending  through  mid-2008.  While  the  global  boom 
allowed  pockets  of  intense  leverage,  it  has  also  created  tremendous 
gains,  reservoirs  of  liquidity  that  can  gradually  be  invested  more 
aggressively.  This  argues  against  a  sweeping  asset-price  deflation 
and  a  hard  landing.  The  current  turbulence  is  not  so  much  a  credit 
crunch  as  an  overdue  testing  of  prices  and  risk  assessments. 

—DAVID  MALPASS  and  SANDY  BATTEN,  Bear  Stearns 

GorCy  SCICIICC  Some  commentators  say  casting  doubt 
on  the  science  of  climate  change  is  the  equivalent  of  Holocaust 
denial.  Such  thinking  can  only  come  from  those  who  either  fail 
to  understand  or  choose  to  disown  the  scientific  enterprise.  At 
the  heart  of  the  scientific  enterprise  is  a  curious  and  always  diffi- 
cult tension  between  certainty  and  the  possibility  that  certainty 
can  suddenly  dissolve.  Respectful  of  that  tension,  the  climate 
change  skeptic  asks  for  two  things:  first,  to  bring  the  normal  stan- 
dards of  scientific  evidence  to  the  climate  debate;  and,  second,  to 
make  certain  there  is  not  some  politically  driven  and  premature 
closure  of  what  is  a  scientific  controversy. 

Al  Gore  and  his  friends  are  wrong  about  the  strength  of  the 
climate  change  evidence.  Using  normal  scientific  standards,  there 
is  no  proof  we  are  causing  the  Earth  to  warm,  let  alone  that  such 
warming  will  cause  an  environmental  catastrophe.  To  claim  oth- 
erwise is  to  be  untrue  to  the  skepticism  at  the  heart  of  science. 

—PATRICK  BASHAM,  Democracy  Institute,  Washington  Times 

On  the  Dole  In  August,  both  houses  of  Congress  voted  by 
clear  majorities  to  extend  for  another  five  years  the  so-called  State  Chil- 
dren's Health  Insurance  Program  (S-CHIP).  This  program  had  orig- 
inally granted  free  health  insurance  to  the  children  of  "poor  working 


"There  was  no  hazing  involved.  We  simply  beat  him  up. ' 


families" — defined  as  those  earning  up  to  200%  of  the  poverty  level. 

As  well  as  extending  S-CHIP's  life,  however,  the  House  bill 
expanded  the  definition  of  poor  working  families  to  include  those 
earning  up  to  400%  of  the  poverty  level.  Thus,  children  in  families 
where  the  annual  income  is  as  high  as  $82,000  will  become  eligible 
for  free  health  insurance.  Since  an  estimated  77%  of  children  living 
between  200%  and  300%  of  the  poverty  level — and  89%  of  those 
between  300%  and  400% — already  have  private  health  insurance, 
this  extension  will  push  them  from  private  into  state  health  insur- 
ance. It  will,  in  a  word,  "socialize"  their  health  insurance.  Accord- 
ing to  the  non-partisan  [Government  Accountability  Office], 
2  million  Americans  will  go  from  private  to  state  insurance — not! 
all  of  them  "children"  as  conventionally  understood.  The  rules  in 
14  states  allow  children  as  old  as  25  to  enroll  in  S-CHIP.  That! 
kind  of  thing  could  give  "bracket  creep"  a  bad  name. 

—JOHN  O'SULLIVAN,  National  Review 

Show  and  Tell  Moving  Tax  Filing  Day  closer  to  Election 
Day  would  underscore  the  connection  between  policy  outcomes 
and  political  decisions,  and  it  offers  taxpayer  advocates  an  addi 
tional  structural  approach  to  tax  reform.  The  federal  government 
may  try  to  influence  our  behavior  through  the  benefits  and  penal 
ties  woven  into  the  Tax  Code,  but  it  is  high  time  voters  influence 
government's  behavior  by  changing  tax  bill  due  dates.  "Voting  your 
pocketbook"  could  take  on  a  whole  other  meaning. 

— KRISTINA  RASMUSSEN,  National  Taxpayers  Union 

Flying  High  Measures  moving  through  Congress  to  man- 
date better  airline  behavior  have  been  so  weakened  that  they  are 
almost  meaningless.  The  airline  industry,  which  opposes  new  man 
dates,  has  lobbied  with  great  success.  While  it  can't  seem  to  scare) 
up  a  bag  of  peanuts  to  feed  stranded  fliers,  it  coughed  up  millions 
to  fuel  lawmakers'  campaigns  and  to  finance  its  lobbying  activities 
In  2005  and  2006,  employees  and  political  action  committees  at  nine 
major  airlines  and  their  trade  group,  the  Air  Transport  Associa- 
tion, gave  $2.4  million  to  House  and  Senate  candidates,  politica 
parties  and  other  PACs.  Last  year,  the  ATA  and  eight  major  air 
lines  spent  more  than  $15  million  on  lobbying.  The  industry,  in 
eluding  several  foreign  airlines,  had  264  registered  lobbyists. 

If  airlines  put  as  much  effort  into  meeting  customers'  needs 
as  they  do  into  lobbying  against  consumer  laws,  then  perhaps 
there  might  be  fewer  horror  stories.  And  if  Congress  paid  more 
attention  to  consumers  than  to  its  industry  patrons,  perhaps  j 
would  force  airlines  to  act  with  common  decency. 

—  USA  Toda) 

Give  It  a  Rest  To  work  is  simple  enough;  but  to  rest 
there  is  the  difficulty. 

—ERNEST  HELLO  I 
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Clothes  don't 
make  the  man 
until  the  shoes  give 
their  approval. 


Men  Edmonds 

Introducing  the  2007 
Fall  Collection. 

ALLENEDMONDS.COM 


As  I  See  It,  #3. in  a  photographic 
series  by  Sanjay  Kofhari. 

The  sok.' overflowing  bath  for 
two.  Once  yol/re  in,  you're  in 
for  the  winter. 

1-800,4-KOHIER,  ext.  KX9  ' 
kohler.com/ sokfortwo 


THE  BOLD  LOOK 

OFKOHLER 


Current  Events 


By  Paul  Johnson 


Who  Will  Say:  "I  Promise  to  Lay  Off"? 


THROUGHOUT  HISTORY  WRITERS  HAVE  DRAWN  ATTENTION  TO 
he  admirable  way  in  which  creatures  like  ants  and  bees  organize 
heir  communities.  Their  cooperation,  common  spirit  and  lack  of 
;goism  are  seen  as  keys  to  their  success.  In  the  West  the  founders  of 
he  Cooperative  Movement  and  early  socialists  drew  inspiration 
rom  the  bees  and  their  hives.  Ants  were  less  commonly  chosen  as 
nodels  by  these  ideologues  (most  of  whom  were  pacifists), 
>ecause  ants  were  seen  as  warriors  as  well  as  workers.  But  Lenin 
>raised  them,  the  "worker  ant"  being  one  of  his  terms  of  approval. 

In  designing  their  Utopian  societies,  however,  these  idealists 
imitted  to  ask  themselves  an  important  question:  Where  had  the 
remendous  instinct  for  cooperation  that  animated  the  bees'  hive 
nd  the  ants'  nest  actually  gotten  the  creatures  that  live  in  them? 
■Jests  and  hives  have  existed  for  tens,  perhaps  hundreds,  of  mil- 
10ns  of  years— and  are  still  the  Original  Model.  Nothing  has 
hanged  since  Aristotle  analyzed  the  activities  of  ants  and  Virgil 
/rote  so  charmingly  of  bees.  But  in  the  meantime  mankind  has 
nultiplied,  lives  three  times  as  long,  is  bigger  and  healthier,  has 
arned  the  luxuries  of  the  rich  into  the  ordinary  necessities  of  the 
oor,  has  conquered  the  planet  and  is  now  reaching  for  the  stars. 

^.  Crucial  Difference 

Vhat  is  the  difference  that  makes  ants  and  bees  engage  in  endless 
^petition,  remaining  static,  while  humanity  relentlessly  changes 
nd  advances?  The  difference  is  summed  up  in  one  quality  that 
le  culture  of  the  hive  and  the  nest  so  conspicuously  and  neces- 
sarily lacks:  individualism.  There  is  no  such  creature  as  an  indi- 
vidualist bee  or  ant.  They  are  not  identical;  each  has  a  life  to  live 
nd  lose.  But  none  thinks  for  itself.  All  accept  the  burdens  and 
bnformity,  the  monotony  and  changelessness  of  communal 
)ciety.  In  this  instinctual  acceptance  lies  the  secret  to  their  suc- 
|;ssful  survival,  as  well  as  their  failure  to  advance. 

Now,  human  beings  have  never  mindlessly  accepted  society 
i  they  find  it  or  the  methods  of  doing  things  as  handed  down  by 
jeir  forebears.  The  earliest  of  archeological  traces  reveal  novelty, 
le  it  only  in  the  chipping  out  of  a  flint  tool  or  the  assembly  of  a 
rude  necklace  of  pebbles. 

Human  beings  can  often  work  well  in  teams,  but  they  are  at 
[heir  most  creative  alone.  That  is  how  Archimedes  discovered 
vpw  a  lever  works.  Copernicus  was  not  part  of  a  university  team. 
I  j  alileo  worked  out  the  relationship  between  the  Earth  and  the 
I  i  in  on  his  own.  Newton,  Darwin  and  Einstein  were  men  accus- 
j  umed  to  long  hours  engaged  in  solitary  thought,  the  reclusive 
lamination  of  specimens  or  the  hermitlike  working  out  of  long 


pages  of  equations.  Only  a  few  hundred  yards  from  where  I  write 
this,  Sir  Alexander  Fleming  discovered  penicillin,  the  key  step  in 
the  advent  of  the  antibiotic  drugs  that  have  prolonged  countless 
lives.  At  that  crucial  time  Fleming  didn't  even  have  a  lab  assistant. 

Most  of  the  industrial  pioneers  operated  by  themselves  dur- 
ing the  most  fruitful  periods  of  their  careers.  This  was  true  even 
of  Thomas  Edison,  who  later  became  famous  for  creating  a  work- 
shop culture  in  which  clever  individuals  worked  together  on 
inventions.  But  I  stress  the  word  "individual,"  for  that  is  what  they 
remained.  As  the  long  list  of  Nobel  Prize  winners  testifies,  the 
essence  of  discovery  lies  in  the  skill  with  which  men  and  women 
find  partners  for  mutual  encouragement  and  critical  support 
while  still  giving  their  individual  inventiveness  full  rein. 

In  material  terms  individuality  is  the  most  precious  of  all 
human  characteristics.  When  it  is  forcibly  restrained,  as  it  was  in 
Stalin's  Russia  or  Mao's  China,  or  systematically  discouraged,  as  it 
was  in  the  India  dominated  by  Nehru's  Congress  Party,  living 
standards  remain  low  and  stagnant.  The  unleashing  of  the  indi- 
vidual to  create  and  run  independent  businesses  in  todays  China 
has  demonstrated  how  quickly  such  freedom  can  improve  the 
way  in  which  hundreds  of  millions  of  people  live.  Whenever 
human  beings  are  permitted  to  pursue  their  own  ideas  and  exer- 
cise their  ingenuity  without  being  bullied  into  conformity  by 
authority,  the  results  are  always  surprising  and  often  sensational. 

A  Critical  Choice 

The  U.S.  is  approaching  a  presidential  election,  with  candidates 
laying  out  their  platforms  and  policies.  Who  will  speak  for  the 
individual  or  think  in  terms  of  what  the  individual  wants  from 
government?  That  is  what  interests  me.  For,  just  as  the  U.S.  was 
created  by  individuals  exercising  their  uniqueness  under  the  rule 
of  law,  so  the  continuance  of  its  prosperity  and  its  power  to 
uphold  right  in  a  dangerous  world  will  depend  upon  whether 
individualism  flourishes  or  not. 

Creative  spirits  do  not  need  favoritism.  They  instinctively  recoil 
from  special  treatment.  They  can  prosper  without  subsidies  or  tax 
relief.  All  they  ask  for  is  the  huge,  echoing  silence  of  government 
inactivity.  They  long  for  a  pristine  world  in  which  laws  and  lawyers 
do  not  trip  them  at  every  step,  where  they  can  work  quietly,  indus- 
triously and  productively  by  themselves.  I  believe  such  creative  indi- 
viduals are  more  numerous  than  ever  and  that  the  opportunities  for 
them  to  enrich  themselves  and  improve  life  for  all  are  greater  now 
than  at  any  other  time.  They  ask  only  for  a  candidate  and  future 
President  who  will  use  five  vital  words:  "I  promise  to  lay  off!'  F 


- 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  and  David  Malpass,  chief  economist,  Bear  Stearns  &  Co., 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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THERE  ARE  TRIED  AND  TRUE  WAYS 
TO  RAISE  CAPITAL.  IF  ONLY  THE  MARKETS 

WERE  TRIED  AND  TRUE 
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Managing,  yftfafifi-bj 


WITH  WACHOVIA 


Your  company  has  plans.  Market  swings  shouldn't  put  them  on  hold. 
Wachovia  gives  you  the  power  to  succeed  by  leveraging  an  integrated 
corporate  and  investment  banking  platform  and  the  nation's  third-largest 
full-service  retail  brokerage  firm.1  By  combining  our  strengths  and  expertise 
with  a  highly  collaborative  approach,  we  can  develop  a  solution  unique  to 
your  business.  A  solution  that  helps  you  perform  in  all  market  conditions, 
regardless  of  the  ups  and  downs. 

INVESTMENT  BANKING 
ADVISORY 
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Wachovia  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  U 
Wachovia  Securities,  LLC,  members  NYSE,  NASD  and  SIPC,  and  Wachovia  Bank,  N.A.  'Ranking  is  based  on  client  assets  as  of  last  fiscal  quarter  of  2006.  ©2007  Wachovia  Corp 
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Trillion-Dollar  Question,  Part  II 


N  THE  JULY  2  ISSUE  OF  FORBES  I  POSED  THESE  QUESTIONS: 
\Tiat  feeds  the  global  liquidity  surplus?  On  balance,  is  the  global 
ash  glut  mainly  the  result  of  the  U.S.  Federal  Reserves  loose 
money  and  the  resulting  lax  loans?  Or  can  it  be  explained  by  a 
iew  force — rapidly  rising  prosperity  around  the  world? 

The  answer  mattered,  I  wrote.  "If  loose  money  [lax  lending] 
causing  the  liquidity  surplus,  then  both  economic  growth  and 
he  bull  rally  are  resting  on  thin  ice."  That  would  be  bad  and 
uarantee  a  hard  landing.  But  if  the  25-year  Laffer-to-Google 
oom  in  innovation,  technology,  "productivity,  prosperity  and 
rofits  have  brought  on  the  glut,  then  the  boom  is  durable." 

Seems  laughable  now,  doesn't  it?  No  one  talks  about  a  global 
quidity  surplus.  Now  you  hear  words  like  "crisis"  and  "drought." 

Take  a  deep  breath.  Did  the  world  really  change  that  much? 
i  two  months?  So  we  are  told.  Be  skeptical.  Blame  cable  televi- 
on  peddling  panic  to  keep  our  eyes  glued  to  the  TV,  e.g.,  Jim 
ramer's  meltdown  on  CNBC.  Or  blame  blogger  Matt  Drudge, 
ho  plays  to  American  innumeracy  by  headlining  a  387-point, 
ne-day  Dow  drop  with  an  animated  ambulance  siren.  Drudge  is 
smart  guy.  He  knows  387  points  looks  big,  sounds  grave.  Calling 
a  2.8%  slip,  well,  that  wouldn't  really  hold  the  eyeballs,  would  it? 

Now,  as  this  column  goes  to  press,  the  Dow  is  down  about  5% 
om  its  alltime  high.  Let  me  repeat:  5%.  In  comparison,  on  Oct.  19, 
987  the  Dow  blew  up  and  lost  22.6%.  In  one  day  Could  2007's 
lvestors  handle  an  equivalent  one-day  drop?  That  would  be  2,991 
oints.  I  have  my  doubts.  Today's  investors  are  wimps.  We  are 
hiners,  a  la  Cramer.  We  take  our  bottled  water  into  an  office 
leeting  lest  we  perish  from  dehydration.  We  wear  bicycle  helmets 
)  fetch  our  double  decaf,  nonfat  lattes.  We  are  as  fragile  as  china. 

Could  we  handle  a  lesser  drop?  On  Aug.  31, 1998— smack  in  the 
liddle  of  the  greatest  bull  run  in  history — the  Dow  tumbled  6%. 
rom  8,052  to  7,539  in  one  day.  Maybe  we  could  handle  that.  That 
,  if  someone  held  our  hands  and  gently  told  us  what  would  follow. 


There  was  plenty  of  fear  in  the  air  on  Aug.  31, 1998.  Here  are 
excerpts  from  a  transcript  of  The  NewsHour  with  Jim  Lehrer: 
Michael  Metz:  "The  American  consumer,  in  my  judgment,  has 
been  spending  his  unrealized  capital  gains.  I  believe  that  we're 
going  to  have  a  disappointing  growth  in  personal  spending. 
We're  going  to  have  some  slowdown  in  growth  in  capital  spend- 
ing and  a  rather  difficult  environment  for  exports.  This  is  not 
consistent,  in  my  opinion,  with  a  strong  economy." 
James  Glassman  (financial  pundit):  "We  also  have  an  inverted 
yield  curve.  In  other  words,  interest  rates  are  higher  on  the  short 
term  than  they  are  on  the  long  term.  That's  also  a  bad  sign.  So 
we  could  be  headed  for  bad  economic  times." 
Metz:  "The  world  is  more  dangerous  now  than  it  was  before." 

Sound  familiar?  Yet  I  don't  recall  any  meltdowns  like  Cramer's. 
Joe  Battipaglia  (the  lone  bull  on  the  NewsHour  panel):  "If  you  go 
back  over  the  history  of  this  particular  bull  market,  each  and  every 
correction,  including  the  big  one  in  '87,  was  sharp,  deep  and  very 
short-lived,  and  we  came  out  of  the  '87  crash,  for  example,  saying 
that  the  real  economy  would  be  adversely  affected.  And,  of  course, 
it  wasn't,  and  the  market  went  on  to  sail  to  higher  highs." 

Battipaglia  was  right.  During  the  next  16!^  months,  the  Dow 
zoomed  from  7,539  to  11,723 — a  55%  pop.  It  turned  out  that 
Aug.  31,  1998  was  nothing  more  than  a  bull  market  hiccup. 

So  where  are  we  now?  The  global  economy  is  strong.  There  is 
no  liquidity  crisis.  Okay,  I'll  concede  there's  a  temporary  credit  crunch. 
But  not  a  liquidity  crisis.  To  believe  that  is  to  believe  the  25-year 
U.S.  and  global  booms  were  mirages  or  that  all  their  profits  were  tossed 
into  Miami  and  Las  Vegas  construction  holes.  You'd  have  to  believe 
that  no  economic  miracles  had  occurred  in  China,  India,  Southeast 
Asia,  eastern  Europe  and  Ireland  during  this  time.  That  none  of  the 
wealth  created,  here  and  abroad,  was  saved  and  invested.  That  no  new 
financial  technology  was  invented  to  turn  wealth  into  lendable  resources. 

Now,  that's  a  stretch. 


Canada's  Health  Care  Rebellion 


ERE'S  A  STORY  THAT  GETS  LITTLE  ATTENTION,  AND  YOU'LL  SOON 

;e  why.  It  turns  out  that  Canadians  are  in  full  rebellion  against 
eir  health  care  system.  Yes,  that  vaunted  single-payer  system  praised 

1/  Michael  Moore  and  copied  by  Hillary  Clinton  in  1993-94. 

A  Canadian-born  physician,  David  Gratzer,  describes  the  health 
ire  quake  up  north  in  his  book  The  Cure:  How  Capitalism  Can  Save 

\merican  Health  Care  (Encounter  Books).  During  the  1990s  some 
bel  Canadian  doctors  opened  private  clinics.  A  Montreal  physician 
r  the  name  of  Jacques  Chaoulli,  writes  Gratzer,  "was  so  angered  when 
government  bureaucrat  shut  down  his  private  family  practice  that 


he  went  on  a  hunger  strike."  Later  Chaoulli  mounted  a  legal  chal- 
lenge and,  surprisingly,  won.  In  2005  Canada's  Supreme  Court  "called 
the  [single-payer]  system  dangerous  and  deadly'  writes  Gratzer.  The 
court  itself  stated:  "Access  to  a  wait  list  is  not  access  to  care." 

The  Canadian  rebellion  hit  full  stride  this  year  when  Brian  Day, 
a  Vancouver  private  hospital  entrepreneur,  became  head  of  the 
Canadian  Medical  Association.  Keep  an  eye  on  this  story,  even  if 
you  must  look  hard  to  find  it.  F 


I  Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  e-mail  him 
at  publisher@forbes.com. 
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Back  to  his  roots: 
Arnold  Schwarzenegger 
in  1977. 

I  Want  to  Pump  You  Up 

Buried  deep  in  California  Governor  Arnold  Schwarzeneggers 
proposed  mandatory  health  care  plan  is  a  provision  dear  to  a 
bodybuilder:  Companies  would  have  to  offer  workers  incentives 
to  join  gyms.  Such  official  micromanaging  of  health  plans  is 
becoming  common.  In  New  Hampshire  and  Maine  plans  must 
pay  for  "pastoral  counselors,"  in  Alaska  and  Washington  for 
naturopaths.  Eleven  states  mandate  coverage  for  acupuncture, 
while  four  require  inclusion  of  grandchildren.  Health  insurers  say 
this  all  drives  up  rates.  Schwarzenegger's  press  office  in  Sacra- 
mento says  the  role  that  fitness  played  in  his  early  career  helped 
shape  his  view  on  the  subject.  — David  Whelan 

Mud  Wrestling  on  Wall  Street 

Wexford  Capital,  the  big  Greenwich,  Conn,  hedge  fund  operator, 
and  Insight  Venture  Partners,  a  New  York  software  VC  firm,  are 
battling  over  which  set  of  fat  cats  gets  stuck  with  a  heavier  federal 


But  Maybe  Not  by  Much 

That  a  divorced  St.  Louis  wife  may  have  looked  for  a  hit 
man  to  kill  her  ex  doesn't  relieve  him  of  paying  her 
$2,425  in  monthly  alimony,  the  Missouri  Supreme  Court 
decided.  Since  alimony  ends  at  either  spouse's  death, 
Joseph  A.  Richardson  argued  the  alleged  actions  of  Ida 
M.  Richardson — she  never  was  charged  with  anything — 
amounted  to  a  waiver.  But  the  court  unanimously  held 
that  a  deal  is  a  deal,  murder  is  already  illegal  and  even 
seeking  out  a  contract  killer  falls  short  of  the  "clear  and 
unequivocal"  effort  needed  to  relinquish  benefits.  — J.N. 


tax  bill  from  a  joint  investing  deal  that  generated  $173  million  in 
2000  profits.  In  a  U.S.  Court  of  Federal  Claims  filing,  Wexford, 
led  by  cofounder  Charles  E.  Davidson,  says  it  properly  character- 
ized all  of  the  $37  million  that  Insight  got  as  short-term  capital 
gain  taxed  at  39.6%,  while  calling  $73  million  of  its  own  $137  mil-i 
lion  haul  as  long-term  capital  gain  taxed  at  20%.  Tax  paperwork 
filed  on  behalf  of  Insight  principals,  including  cofounder  Jeffrey^ 
Horing,  claimed  $18  million  of  long-term  gains.  The  case  arosq 
after  the  feds  hit  Wexford  with  a  notice  of  adjustment  for  "incon-| 
sistenf '  positions.  —Janet  Novack  and  William  P.  Barrett 

Long  Skilled  in  Transformations 

In  just  a  year  Global  Resource  Corp.  shares  have  risen  1,525%  to] 
a  recent  $3.25,  generating  an  $86  million  market  cap.  The  West] 
Berlin,  N.J.  firm  has  zero  revenues,  an  accumulated  deficit,  a 
going-concern  warning  in  its  filings  and  all  of  ten  employees 
Global  touts  a  pending  patent  for  technology  that  use! 
microwaves  to  decompose  petroleum-based  materials  like  rubbeii 
into  reusable  energy.  Boss  Frank  G.  Pringle,  a  mechanical  engii 
neer  by  training,  says  governmental  agencies  now  are  interested 
and  that  he  just  signed  a  contract  to  sell  a  $2.4  million  unit  to  i 
New  York  recycler.  Prior  corporate  names  for  the  firm,  founded  irj 
2000,  included  Email  Mortgage.com  and  Advanced  Healthca« 
Technologies  before  a  reverse  merger  last  year  with  Pringle's  owd 
Carbon  Recovery  Corp.  —  W.P.R 


Truth  Is  a  Precious  Weapon— Use  It  Sparingly 

In  D.C.  a  lobbying  group's  name  hasn't  always  conveyed  the  full  mission.  — Beth  Lattin  and  Andrew  White 


NAME 


APPARENT  GOAL  INCLUDES 


REAL  GOAL  INCLUDES 


American  Forest  Resource  Council 

preserving  U.S.  forests 

cutting  trees  for  timber  and  paper 

Focus  on  the  Family  Action 

pushing  traditional  Christian  values 

fighting  harsher  hate-crime  laws 

Hospitality  Coalition  for 
Indoor  Air  Quality 

boosting  the  quality  of  air 
at  restaurants,  bars,  etc. 

eliminating  indoor  smoking  bans 

Palm  Oil  Truth  Foundation 

exposing  danger  of  palm  oil  use 

expanding  palm  oil  in  food 

Responsible  Industry  for  a 
Sound  Environment 

reducing  industrial  pollution 

using  more  pesticides  and  fertilizers  I 

Save  Our  Species  Alliance 


protect  threatened  species 


paring  Endangered  Species  Act  scope 


Sound  Banking  Alliance 


advocating  tougher  lending  rules 


opposing  bank  owned  by  Wal-Mart 


Objective  of 
American  Forest 
Resource  Council. 
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HOW  FAST  DO  YOUR  ASSETS  PERFORM?  Nothing  improves  asset  performance  faster  than 
outsourcing  your  production  maintenance  with  Advanced  Technology  Services.  In  fact,  we  have 
increased  the  productivity  of  some  of  the  world's  most  respected  companies  by  up  to  30%.  And  in 
a  recent  survey  of  manufacturing  executives,  the  majority  agreed  that  outsourcing  production  main- 
tenance offered  the  highest  productivity  gains  compared  to  any  outsourced  factory  services.  Let  us 
help  you  drive  more  product  out  the  door  and  more  dollars  to  your  bottom  line.  Call  877.662.401 1  for 
a  free  assessment  today. 


ATS 


Advanced  Technology  Services,  Inc. 

We  Make  Factories  Run  Better. 

www.advancedtech.com 


See  how  ATS  can  help  you  increase  your 
asset  performance.  Download  The  Guide 
To  Increased  Asset  Performance  Through 
Outsourcing  Production  Maintenance. 

www.advancedtech.com/theguide 


On  My  Mind 


By  Stephen  J.  Saletta,  research  fellow  with  the  Center  for  neuroeconomics  at  George  Mason  University 


Your  Bond,  Please 

How  to  make  sure  that  immigrants  aren't  a  drain  on  the  economy. 


THINK  OF  THAT  FIRST  LOAN  YOU 
took  out  to  buy  a  car.  It's  likely  that 
Mom  or  Dad  had  to  cosign  in  the 
event  that  you  lost  your  job,  got 
lazy  or  ended  up  in  the  slammer. 
Auto  insurance  is  similar.  To  renew 
my  license  plates,  I  need  a  guaran- 
tee from  the  insurance  company 
that  if  I  cause  an  accident,  someone 
will  be  able  to  pay  for  the  damage. 

This  kind  of  risk  management 
could  also  be  part  of  our  immigra- 
tion policy,  to  address  the  risk  that 
immigrants  won't  pay  their  fair 
share.  If  you're  an  immigrant  who 
wants  to  come  and  work  in  Amer- 
ica, you  should  be  able  to  get  some- 
one to  write  an  insurance  contract 
that  would  make  payments  to  the 
government  in  the  event  that  you 
lose  your  job,  or  for  any  other  rea- 
son you  can't  or  won't  pull  your 
weight. 

If  an  immigrant  wants  a  three- 
year  work  visa,  the  insurance  pol- 
icy should  cover  the  taxes  that  he 
or  she  would  pay  over  that  three- 
year  stay  in  the  country,  plus  the 
cost  of  deportation,  if  it  ever  comes 
to  that.  After  those  three  years  are 

up,  the  policy  should  allow  for  a  three-year  extension.  Once  an 
immigrant  has  been  living  here  for  six  years  and  paying  taxes,  the 
Department  of  Homeland  Security  should  send  that  person  a 
green  card. 

As  for  the  premium,  it  could  be  compared  to  a  bail  bond, 
which  costs  10%  of  bail.  Given  that  the  average  federal  income 
tax  bill  totals  $30,000  over  three  years,  the  price  of  an  immigra- 
tion bond  might  be,  we  could  reasonably  hope,  no  more  than 
10%  of  that,  or  $3,000.  That's  affordable.  Its  not  far  from  the 
amount  some  illegals  now  pay  smugglers  to  get  them  in. 

This  plan  is  aimed  mainly  at  those  seeking  legal  immigra- 
tion. It  would  substitute  for  the  current  family-ties  system  and 
would  be  more  flexible  than  the  failed  congressional  proposal  to 
implement  a  points  system  based  on  job  skills.  Though  it  would 
not  address  the  problem  of  border  security,  it  could  serve  as  a 


An  insurance  policy  would 
cover  an  immigrant's  taxes 
and  potential  deportation. 


tool  to  handle  illegals  already  in 
the  U.S.,  who  could  apply  for  an 
immigration  bond  from  inside  the 
country.  Once  insured,  the  U.S 
could  decide  whether  to  grant 
them  a  work  permit  and/or 
green  card. 

Here  are  a  few  examples  of  how 
this  might  work: 

Bill  has  been  working  illegally 
in  the  U.S.  for  the  past  three  years 
employed  by  a  landscapes  Bill 
never  gets  into  trouble  with  the 
law  and  shows  up  for  work  every 
day,  rain  or  shine.  He  used  up  his 
life  savings  of  $3,000  to  pay  some 
one  to  smuggle  him  to  the  U.S 
Because  Bill's  employer  is  happy  ta 
help  a  good  worker,  he  calls  hi 
insurance  agent.  The  insurance 
company  checks  Bill's  name  and 
fingerprints  to  make  sure  he  isn' 
on  a  terrorist  watch  list  or  wanted 
for  any  crimes.  The  landscape! 
pays  the  insurance  premium,  anc 
Bill  gets  an  immigration  bond  tha: 
would  let  him  work  in  the  U.S.  foi 
the  next  three  years. 

Next,  let's  take  Jose  and  Javier 
who  live  in  Mexico  and  want  t( 
come  to  the  U.S.  legally  to  work  in  the  construction  business 
Both  men  would  apply  at  the  U.S.  Consulate  in  Monterrey  for 
three-year  work  permit,  and  someone  there  would  provide  there 
with  a  list  of  approved  insurance  companies  in  Mexico. 

Both  Jose  and  Javier  have  a  lot  of  experience  working  con 
struction  jobs,  but  Javier  was  involved  in  a  gang  two  years  ag« 
and  has  been  arrested  a  few  times.  Consequently,  Javier's  quotei 
premium  is  twice  as  high  as  Jose's.  Jose  comes  to  the  U.S.  t< 
work,  and  Javier  waits  a  few  years  for  those  arrests  to  fall  off  hi 
record. 

Tying  the  price  of  insurance  to  a  person's  ability  to  work  am 
stay  out  of  trouble  will  encourage  those  who  have  the  right  back 
ground  to  come  to  the  U.S.  Adopting  an  immigration  insuranc 
plan  will  ensure  that  Americans  don't  have  to  pay  the  bill  fo 
immigrants  who  end  up  being  a  burden. 
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BRAD  SMITH 


SENIOR  MANAGER,  FEDEX  GROUND 
TULSA,  OKLAHOMA 


4,000  BOXES. 
120  MILES. 
AND  A  2-DAY  SHUFFLE. 


\  FedEx  Ground  facility  learned  it  would  receive  a 
Shipment  of  4,000  packages  from  a  major  retailer. 
Sounds  great,  except  their  normal  volume  was  400  a  day. 
They  definitely  needed  help. 

When  they  asked  FedEx  Ground  Senior  Manager  Brad 
Smith  for  a  hand,  he  and  his  team  gladly  accepted  the 
:hallenge.  It  was  something  he'd  never  done  before: 
)ick  up  thousands  of  packages  from  another  terminal 
■  20  miles  away  and  process  them  in  his  own  facility. 


It  went  off  without  a  hitch.  As  Brad  put  it,  "I  didn't  want 
to  give  the  customer  a  reason  to  look  anywhere  else." 

Brad  Smith  isoneof  over275,000  FedEx  team  members 
worldwide  dedicated  to  every  FedEx  experience. 


Ground 

To  see  more  stories  from  around  the  world,  go  to  fedexstories.com 


Mo  warranties  or  representations,  ex 


ts  of  liability  are  governed  by  the  terms  and  conditions  in  the  FedEx  Sorvice  Guide  at  fedex.i 


letter.  And  better  is  a  full-size  SUV  designed  to  connect  with  the  driver.  Better  is  a  newly  crafted  cabin 
esigned  to  create  a  generous,  refined  environment  for  up  to  eight.  Better  is  standard  features  like  a 
earView  Monitor  and  Rear  Sonar  System*  to  assist  with  parking,  a  Bose  premium  audio  system  with 
Music  Box  hard  drive  that  stores  over  2,900  songs,  Infiniti  Navigation  System**  and  exclusive  XM 
lavTraffic rr  that  gives  you  the  foresight  of  real-time  traffic  monitoring.  Better  is  far  more  than  just  M 
imply  bigger.  You  see,  ultimately,  better  is  the  new  Infiniti  QX56. 


cquire  a  QX56  now  and  receive  three  years  of  XM"  radio  and  NavTraffic  service,  compliments  of  Infinitit 
iscover  more  at  lnfiniti.com/QX. 


The  new  QX56 


I  N  I  T  I 


Follow-Through 
iProfit 


Talk  about  a  bad  call.  Our  story  in  early 
2006  said  that  Apple's  stock,  at  $72, 
seemed  too  rich.  We  worried  that  the 
iPod's  gross  margin,  at  20%,  wasn't 
enough  to  sustain  profitability  at  Apple, 
despite  the  boost  the  fashionable  music 
player  was  giving  Apples  share  price.  We 
pointed  out  that  the  computer  business, 
with  a  gross  margin  of  30%,  was  better  for 
the  company. 

Since  our  story,  shares  of  the  Cuper- 
tino, Calif,  company  have  increased  85%, 
to  $133,  versus  an  11%  gain  for  the  Nas- 
daq. Gross  profit  margins  have  climbed 
both  for  the  iPod,  to  just  above  30%,  and 

FLASHBACKS 


for  the  overall  company,  to  33%  from 
29%,  according  to  Ingrid  Ebeling,  an  ana- 
lyst with  JMP  Securities  in  San  Francisco. 
Apple  has  hiked  sales  of  its  more,  expen- 
sive laptops  while  overall  computer  unit 
sales  rose  33%  last  quarter.  Sales  of  iPods 
(where  Apple  has  cut  prices)  climbed 
21%.  Also,  Apple's  costs  for  components 
such  as  LCD  flat-panel  displays  and  NAND 
flash  memory  have  decreased. 

— Michael  K.  Ozaman 

MARCH  17,  2003 

Mission  Impossible 

Our  story  was  on  Salam  Fayyad,  a  chain- 
smoking Palestinian  economist  with  a 
Ph.D.  from  the  University  of  Texas.  At  the 
time,  U.S.  and  European  officials  had 
insisted  on  Fayyad's  appointment  as 
finance  minister  for  the  Palestinian 
Authority.  Fayyad's  mission:  Keep  Yasir 
Arafat  from  funneling  international  aid 
dollars  to  terrorists.  That  job  seems  easy 
compared  with  Fayyad's  new  post,  Pales- 
tinian Authority  prime  minister.  With 
Hamas  taking  over  Gaza,  Fayyad  needs  to 
show  results  fast.  He  has  put  off  talk  of 
peace  agreements  and  is  focusing  solely 
on  putting  the  West  Bank's  economy  on 
track.  One  big  change  is  that  Fayyad  is 
openly  working  with  the  Israelis,  forgoing 
summits  and  rhetoric  for  informal  phone 
calls.  But  the  odds  are  against  him.  Crim- 


inal gangs  rule  parts  of  the  West  Bank  anc 
the  unpopular  PA  has  nearly  fallen  apart 
One  group,  the  Popular  Resistance  Com 
mittees,  has  already  accused  Fayyad  o 
treason  and  threatened  to  kill  him.  Th< 
U.S.  and  Israel  are  backing  Fayyad  anc 
hoping  for  a  miracle. 

— Nathan  Vara 

JUNE  7,  2004 


Spinal  Tap 


In  July  Medtronic  announced  plans  to  bu 
Kyphon,  a  Sunnyvale,  Calif,  maker  o 
spine  surgery  devices,  for  $4.2  billior 
That's  quadruple  Kyphon's  market  ca] 
when  we  profiled  the  $600  million  (sales 
company  three  years  ago  and  a  30%  pre 
mium  to  its  closing  stock  price  before  th 
deal  was  announced.  Kyphon,  whic 
makes  a  balloon  that  is  used  to  help  repai 
vertebrae  that  have  been  crushed  becaus 
of  osteoporosis  or  cancer,  had  become 
symbol  for  small  device  companies  resisi 
ing  purchase  by  giants  like  Medtronit 
Boston  Scientific  or  Johnson  &  Johnson 
Now  it  could  kick  off  a  buying  spree  c 
other  tiny  back-surgery  firms.  There  an 
more  than  150  such  companies  eatin 
away  at  J&J  and  Medtronic,  according  t 
Wachovia  analyst  Lawrence  Biegelsei 
Buying  Kyphon  boosts  Medtronic's  shai 
of  this  fast-growing  market  to  nearly  hal 
—Matthew  Herpi 


85  YEARS  AGO  IN  FORBES  |  AUGUST  5, 1922 

Retail  Revolution  Fifty  years  ago  the  chain  store,  like 
Plato's  Idea,  was  suspended  somewhere  in  the  Hyperion, 
unknown.  Today  there  are  so  many  chains  of  so  many  different 
sizes  and  kinds,  that  the  number  of  them  has  been  estimated 
from  250  to  5,000.  The  reason  for  this  sudden  rise  and  flourish- 
ing success  is  not  obscure.  One  of  the  crying  demands  of  our 
present  industrial  life  has  been  for  cheaper  methods  of  distri- 
bution. The  chain  store  rose  to  satisfy  the  demand. 

30  YEARS  AGO  IN  FORBES  |  NOVEMBER  15, 1977 

Unlimited  Limited  In  1961  Leslie  Wexner,  then  24, 

dropped  out  of  law  school  and  went  to  work  for  his  father's 
modestly  successful  women's  wear  store  in  Columbus,  Ohio. 
But  Harry  Wexner  and  his  son  soon  had  a  falling-out.  In  August 
1963  Leslie  opened  a  2,000-square-foot  store  in  Columbus' 
Kingsdale  shopping  center.  Wexner  describes  the  stock  as 


"Bass  Weejun,  pleated  skirt  stuff."  He  called  the  store  The 
Limited — limited  merchandise,  that  is.  Thirteen  years  later  Leslie1 
Wexner,  40,  is  worth  $50  million. 

The  Limited's  earnings  per  share  more  than  doubled  in  the 


15  YEARS  AGO  IN  FORBES  |  AUGUST  31, 1992 

Bank  on  It  BankAmerica  Chairman  Richard  Rosenberg 
pulled  a  coup  with  his  acquisition  earlier  this  year  of  Security 
Pacific.  Calling  the  deal  a  "once-in-a-lifetime  opportunity," 
Rosenberg,  62,  says  the  $4.6  billion  acquisition  was  a  critical 
step  in  Bank  of  America's  strategy  to  be  a  nationwide  bank- 
ing power.  "God  knows  we  have  the  name  for  it,"  he  says 
proudly. 

Bank  of  America  is  investing  $2  billion  in  struggling  mortgage 
lender  Countrywide  Financial. 
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Heads  Up  

A  new  section  to  spotlight  people,  trends  and  events  that  are  shaping  the  news. 


mess?  For 
Robert  Sheridan, 
it's  barg, 


Life  in  the  Ruins 

By  Christopher  Steiner 

IT'S  JUST  A  TINY  BRIGHT  SHARD  IN  THE 
vast  wreckage  of  the  real  estate  market. 
But  Robert  Sheridan,  a  veteran  devel- 
oper and  investor  of  River  Forest,  111.,  has 
his  eye  on  a  rapidly  growing  pile  of  failed 
condominium  conversions.  While  almost 
every  other  speculator  is  bailing  out  of 
apartments-turned-condos,  Sheridan  is 
moving  in.  His  Gibraltar  REO  (real  estate 
owned,  as  in  foreclosed  and  repossessed) 
Program  has  raised  $50  million  that  will, 
once  leveraged,  let  him  pluck  $300  million 
worth  of  failed  projects.  "The  dominoes 
will  begin  falling  soon,"  says  Sheridan,  79. 

The  numbers  are  with  him.  In  2002, 
says  Real  Capital  Analytics,  only  39 
apartment  buildings  nationwide  were 
converted,  at  a  price  of  $950  million;  in 
2005,  823  projects  brought  in  $30  bil- 
lion; this  year  just  30  conversion  projects  tagged  at  $943  million. 
With  new-construction  condos,  ground  often  won't  be  broken 
until  50%  of  the  units  are  under  contract.  By  contrast,  a  devel- 
oper can't  sell  converted  condos  until  he  owns  the  units,  which 
means  buying  out  the  apartment's  landlord  and  renovating  the 
apartments,  a  long  and  costly  process. 

Sheridan  is  targeting  projects  where 
developers  ran  out  of  cash  6  to  12 
months  ago  and  bowed  out.  Mezzanine 
lenders  typically  make  high-rate  (18%  to 
24%)  loans — unsecured  in  many  large 
projects — to  the  converter  to  help  him 
cover  the  building's  mortgage  while  the 
property  is  in  flux.  Sometimes  these 
lenders  pour  good  money  after  bad,  pray- 
ing the  condo  climate  will  turn  around 
soon.  "A  lot  of  mezz  lenders  are  sticking  it 
out,  hoping  things  get  better  in  2008,"  says 
Scott  McPherson,  principal  at  Capital 
Advisory  Group,  which  arranges  real 
estate  financing.  Sheridan  is  betting  that 
a  lot  of  these  lenders  realize  their  stake 
can't  be  salvaged  and  will  walk  away,  leav- 
ing the  property  in  the  hands  of  the  mort- 
gage lender.  Then,  bingo.  "Banks  don't 
want  to  run  a  sales  office  or  mow  lawns," 


he  says.  "That's  where  we  come  in." 

Sheridan  has  been  in  the  game  for  32 
years,  converting  buildings  on  New  York's 
Upper  East  Side,  Chicago's  Gold  Coast  and 
Florida's  oceanfront.  Now  he  wants  to  buy 
the  Arizona  condos  and  resell  them  for  a 
20%  discount  from  current  price  tags 
"People  are  clinging  to  these  prices,"  he 
says.  "But  there  are  simply  no  buyers 
there."  The  global  credit  squeeze  has  made 
refinancing  even  tougher.  Many  senior 
lenders  will  now  finance  only  80%  of  the 
building's  value  instead  of  90%,  forcing 
more  projects  into  foreclosure. 

Ironically,  one  of  Sheridan's  first 
opportunities  could  be  a  deal  he  choked 
on  as  a  developer:  La  Privada  in  Scotts 
dale,  Ariz.,  a  350-unit  luxury  conversion 
he  bought  in  November  2005  after  sell- 
ing out  a  nearby  project  in  25  days 
during  which  prices  went  up  40% 
Sheridan  put  the  units  on  the  market  in 
early  January  2006,  just  as  the  Phoenbi 
market  collapsed.  Failing  to  rework  his  loans,  Sheridan  sold  his 
interest  to  the  mezzanine  lender,  took  a  $5.3  million  loss  and  pullec 
out.  That  lender  soldiered  on  but  forfeited  its  investment  this  sum 
mer.  The  senior  lender  is  foreclosing  and  will  likely  be  look 
ing  for  a  buyer,  who,  of  course,  will  want  a  deep  discount. 
The  search  may  be  short.  F 
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Guess  Who  Else  Makes  Out? 


Keep  an  eye  out  for  a  new  real 
estate  phenom  known 
somewhat  figuratively  as  the 
short  sale.  It's  used  when  a 
homeowner  owes  more  o 
or  her  mortgage  than  th 
house  is  worth  and  has  fallen 
behind  on  payments  or  soon 
the  bank  to  accept  less  than  it's  o 
a  costly  foreclosure. 

Lenders  will  ask  for  proof  of  owner  hardship — and  insist  on  an  outside 
appraisal.  "No  bank  wants  to  be  the  one  known  for  doing  these  deals,"  says 
Brian  Gubernick,  an  agent  in  Phoenix  who's  handled  several  short  sales, 
including  his  own  (a  bank  accepted  $240,000  for  his  $253,000  mortgage  on  a 
three-bedroom  home). 

The  homeowner  has  to  report  the  forgiven  debt  as  taxable  income.  The 
Realtor  pockets  a  commission,  often  a  full  5%.  — C.S. 
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Heard  after  innovation  conference 
Wednesday  5:08  pm 

Brown  briefcase:  Is  our  business 
model  innovative? 

Black  briefcase:  Yeah,  sure 

Brown  briefcase:  What  exactly  is 
our  business  model? 


Lots  of  people  talk  about  business  process  innovation. 
To  find  out  how  organizations  around  the  world  are  actually 
getting  it  done,  read  our  "Top  Innovators  Report."  Stop 
talking  innovation.  Start  doing  it.  ibm.com/do/change 


IBM.  the  IBM  logo  and  ibm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  comj 
and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved 


Bear  Bonanza 

As  boom  turned  to  gloom,  some  gamblers  with  good  timing  made  a  fortune. 
Will  they  also  know  when  to  take  their  bets  off? 

By  Bernard  Condon,  Susan  Kitchens  and  Robert  Lenzner 
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EARLIER  THIS  YEAR  PREM  WATSA, 
the  gunslinging  chief  of  Fairfax 
Financial,  had  $341  million 
riding  on  a  hunch  that  dozens 
of  brokers,  banks  and  insurers 
could  struggle  paying  their  debts.  Watsa 
has  a  history  of  making  a  killing  on  bear- 
ish bets.  He  sold  half  the  company's  stock 
holdings  before  the  1987  crash  and 
bought  puts  against  the  S&P  500  before 
the  index  fell  in  2000.  But  as  summer 
began,  his  latest  wager  had  produced 
nothing  but  losses. 

Then  the  credit  markets  seized  up, 


and  investors  began  clamoring  for  the 
Toronto  insurer's  collection  of  credit 
default  swaps,  basically  insurance  against 
bond  defaults.  Prices  climbed.  By  the 
end  of  July  Fairfax's  swaps  were  worth 
$537  million,  up  170%  in  a  month. 

The  winners  and  losers  from  the 
credit  crunch  are  still  being  tallied,  but 
one  thing  is  clear:  Some  smart  investors 
won  big,  and  suddenly. 

They  went  short  on  subprime  mort- 
gages or  went  long  on  market  volatility  or 
bought  credit  default  swaps — recom- 
mended in  a  speech  by  one  Fairfax-like 


bear  last  year  as  "the  most  inexpensiv  tarte< 
disaster  insurance"  around. 

One  winner  not  in  the  headlines  tyo] 
Harbinger  Capital  Partners,  a  $12  bil 
lion  hedge  fund  in  New  York  City.  1 
started  buying  credit  default  swaps  o 
subprime  mortgages  in  Novembe: 
according  to  someone  familiar  with  th 
fund.  Meaning:  It  agreed,  in  effect,  t 
pay  an  insurance  premium  over  the  lit 
of  a  mortgage  pool  and  to  receive  a  pa} 
out  on  losses  of  principal  on  that  poo 
But  it  didn't  own  the  underlying  poo 
so  what  the  hedge  fund  was  doing  wa 
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nore  like  buying  fire  insurance  on  a 
j  uilding  it  doesn't  own  and  then  hoping 
lor  a  fire. 

With  default  swaps  you  don't  need  to 
■rait  for  the  fire  to  book  a  profit.  All  you 
I  eed  is  for  other  people  to  get  worried 
ind  bid  up  the  price  of  insurance.  Then 
)ou  can  sell  your  insurance  contract  at  a 
jrofit.  In  the  case  of  subprime  mortgages, 
nsurance  coverage  of  the  sort  Harbinger 
!ras  buying  has  tripled  in  price  since  it 
i:arted  buying.  A  recent  letter  to  inves- 
Irs  claims  Harbinger  is  up  50%  through 
jily  of  this  year. 

Credit  default  swaps  also  helped 
I'imed  value  investor  Baupost  Group 
|.;.'turn  more  than  20%  so  far  this  year, 
|  i:cording  to  a  source  close  to  the  fund. 
!he  hedge  fund's  press-shy  chief,  Seth 
ilarman,  was  the  man  pushing  swaps 
ist  year  in  a  rare  public  appearance. 
Host  of  the  swaps,  used  as  a  hedge 
gainst  distressed  debt  held  by  the 
(  ioston  fund  for  four  years  now,  haven't 
pen  cashed  out  yet.  Another  way  the 


fund  is  playing  it  safe:  A  third  of  its 
$8  billion  is  in  cash. 

Russell  Abrams  runs  a  $375  million 
hedge  fund  called  Titan  Capital  Group 
that  trades  volatility.  He  made  a  big  bet 
earlier  this  year  that  preternaturally  calm 

"Personally,  I  don't 
like  panic,  but  if 

it's  going  to 
happen  we  might 

as  well  take 
advantage  of  it." 

markets  would  soon  get  a  case  of  the  jit- 
ters. One  of  50  securities  he  targeted: 
Countrywide  Financial.  In  January  he 
began  buying  out-of-the-money  puts.  As 
Countrywide's  bad  news  broke,  its  share 
price  fell,  volatility  soared,  and  premi- 


ums on  the  options  exploded.  "Person- 
ally, I  don't  like  panic,  but  if  it's  going  to 
happen  we  might  as  well  take  advantage 
of  it,"  Abrams  says.  Titan  (after  fees)  is 
up  10%  in  the  three  months  through 
August,  he  says. 

J.  Kyle  Bass,  a  managing  partner  of 
Hayman  Capital  in  Dallas,  expects  prof- 
its to  keep  coming  for  subprime  bears, 
too.  Last  year  he  put  all  $106  million  of 
his  Subprime  Credit  Strategy  Fund  into 
shorting  mortgage  bonds  and  claims  he 
has  already  tripled  the  money — on 
paper.  Just  back  from  a  trip  to  Califor- 
nia's Central  Valley,  the  epicenter  of  sub- 
prime  defaults,  Bass  says  he  now  expects 
$175  billion  in  additional  losses  on  sub- 
prime  bonds  over  the  next  year — 20%  of 
the  total  $1  trillion  subprime  loans  out- 
standing. 

If  some  bears  are  still  hoping  for 
worse  things  to  come,  others  are  switch- 
ing sides  on  the  expectation  that  the 
bottom  has  already  been  touched. 
New  York  lender  Clearlake  Capital  was 
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started  in  January  to  rush  in  where 
others  fear  to  tread.  In  August  Clearlake 
agreed  to  provide  $60  million — half 
equity,  half  loan— in  a  deal  to  take 
software  maker  Compudyne  private.  It 
was  able  to  get  eight  percentage  points 
over  Libor  for  the  loan  portion — nearly 
double,  says  Clearlake  partner  Jose 
Feliciano,  the  spread  Clearlake  could 
have  demanded  a  few  weeks  earlier.  In 
two  months,  Clearlake  says,  it's  agreed 
to  provide  $500  million  to  a  half-dozen 

SUBPRIME 


other  companies  at  similarly  rich 
spreads.  Says  Feliciano:  "We're  in  the 
early  innings." 

Investors  in  distressed  securities 
apparently  agree.  So  far  this  year  funds 
targeting  such  risky  assets  have  attracted 
$12  billion,  quadruple  what  they  got  all  of 
last  year,  according  to  Hedge  Fund  Re- 
search in  Chicago.  Another  buyer  of  junky 
debt  is  William  Gross,  manager  of  giant 
fixed-income  fund  Pimco  (see p.  154).  His 
fund  recently  put  $1  billion  into  the  High 


Yield  Credit  Default  Index— in  effect, 
selling  insurance  against  defaults.  This  bet 
will  pay  off  if  yield  premiums  on  junk 
decline  or,  to  put  it  another  way,  if  junk 
prices  rebound. 

Fairfax  Chief  Watsa  remains  bear 
ish.  He  concedes  that  this  is  a  risky 
place  to  be.  In  a  recent  conference  call 
he  reminded  investors  that,  given  that 
his  gains  are  still  on  paper,  there  is  "no 
certainty"  he  will  be  able  to  realize  an) 
of  them.  F 


Where  Was  FICO? 

The  widespread  use  of  no-money-down  mortgages 
flummoxed  the  best-known  scorer  of 
creditworthiness  |  By  Michael  Maiello 


FOR  YEARS  FAIR  ISAAC  CORP.  WAS 
the  wonderboy  of  the  credit  indus- 
try. Its  trademarked  algorithm  for 
scoring  people  on  creditworthiness 
became  the  standard  in  retail  banking.  A 
FICO  became  as  generic  a  name  in  credit 
ratings  as  Bic  in  ballpoints 
or  Kleenex  in  tissues.  Over 
the  past  decade  this  Min- 
neapolis firm's  earnings 
quintupled  to  $100  million 
on  $825  million  in  revenue. 

And  then  something  bad 
happened.  FICO  scores  got 
entangled  in  the  subprime 
mortgage  mess. 

No  doubt  a  lot  of  other 
players  deserve  more  blame 
for  the  meltdown  in  home 
lending:  mortgage  brokers, 
pool  underwriters,  hedge  fund 
speculators.  But  Fair  Isaac  gets 
a  little  blame,  too,  because  its 
scores  did  not  deliver  the  predictive  power 
that  was  expected  of  them.  So  far  this  year 
shares  in  Fair  Isaac  are  off  10%  to  $36. 

FICO  scores  are  built  on  data  gathered 
by  the  three  big  credit  bureaus.  The  score 
is  most  heavily  influenced  by  the  amount 
of  debt  a  borrower  already  has  and  by 


payment  history.  A  borrower's  score,  from 
300  to  850,  is  meant  to  tell  a  lender  the 
odds  that  the  borrower  will  default.  The 
scores  are  taken  into  account  not  only 
by  the  original  lenders  but  also  by  banks 
that  want  to  sell 
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When  lenders  let  their 
standards  slip,  they  brought  down  FICO,  too. 

pools  of  loans  on  the  secondary  market 
and  by  Moody's  and  Standard  &  Poor's 
when  they  rate  those  securities. 

But  mortgage  lenders  got  a  little  too 
confident  in  FICO  and  failed  to  give  ade- 
quate weight  to  two  other  factors  in  a 


mortgage  application:  how  much  the 
borrower  is  putting  down  and  how  well 
he  has  documented  his  income. 

In  January  a  contrite  Fair  Isaac,  along 
with  bond  rating  agency  DBRS  (formerl) 
Dominion  Bond  Rating  Service),  pro 
duced  a  study  that  revealed  some  of  FICO's 
limitations.  It  found,  for  instance,  that  s 
borrower  with  a  high  credit  score  is  just  aa 
likely  to  default  on  a  no-money-dowr 
mortgage  as  a  lower-scoring  borrowei 
who  puts  down  40%.  So  two  portfolio! 
with  identical  average  FICOs  can  behav< 
very  differently. 

In  2006  Lehman  Brother 
sold  a  $1.2  billion  subprime  loan 
portfolio  in  which  the  borrower 
had  an  average  FICO  score  a 
631,  within  the  upper  range  o 
subprime  borrowers.  Fair  Isaa 
predicts  that  borrowers  wit! 
these  scores  will  default  5%  cj 
the  time.  But  18  months  int< 
the  trust's  life  15%  of  the  bor 
rowers  are  90  days  behind  oi 
their  payments,  meeting  th 
mortgage  industry's  tradi 
tional  definition  of  defaul 
Investors  include  Trans 
america  and  Monuments! 
Life  Insurance. 
Contrast  a  portfolio  sold  as  thl 
Nationstar  Home  Equity  Loan  Tru: 
2006-E.  It  had  borrowers  scoring  an  avei 
age  of  600,  putting  them  in  the  depths  ( 
subprime.  Fair  Isaac  estimates  predicte 
that  6%  of  such  borrowers  would  fall  9 
days  behind  by  now,  but  only  4%  have  i 
fact  defaulted.  James  Kragenbring,  wh 
manages  $5  billion  of  such  securities  fc 
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Advantus  Capital  Management,  says  that 
documentation  is  the  difference  here.  He 
estimates  that  the  Nationstar  portfolio  has 
30%  better  documentation  than  the 
Lehman  Brothers  package. 

Even  Fair  Isaac  says  it's  not  surprised 
that  its  scores  have  missed  the  mark  in  a 


lenient  lending  environment.  "FICO  scores 
an  individual's  risk  over  time.  It's  not  an 
assessment  of  the  riskiness  of  the  loan 
made,"  says  Ronald  Totaro,  a  Fair  Isaac 
vice  president.  He  adds  that  creditors 
should  not  be  making  lending  decisions 
solely  on  FICO  scores. 


Fair  Isaac  is  developing  new  algo- 
rithms to  tease  out  the  different  risks 
among  borrowers  with  the  same  score. 
Meanwhile,  VantageScore,  a  private  com- 
pany owned  by  the  credit  bureaus,  has 
emerged  as  a  competitor.  The  market  is 
teaching  people  some  harsh  lessons.  F 


House  Of 
Icahn 

CARL  ICAHN'S  hedge 
fund  is  now  public. 
Expect  more  noise  from 

the  loudest  of 
shareholder  activists. 
By  Klaus  Kneale 


B 


ILLIONAIRE  INVESTOR  CARL  ICAHN 
has  had  a  frustrating  year  trying  to 
pressure  management.  Sharehold- 
ers rejected  his  attempt  to  buy  car  interior 
manufacturer  Lear;  he  didn't  even  come 
close  to  winning  a  seat  on  Motorola's 
board;  and  he  sold  most  of  his  stake  in 
Time  Warner  after  failing  to  change  the 
company's  structure.  But  in  early  August 
he  pulled  off  a  move  that  his  rivals  in  the 
hedge  fund  world  should  envy. 

Icahn  took  his  $7  billion  hedge  fund 
operation  public  by  selling  it  to  Ameri- 
can Real  Estate  Partners,  a  public  com- 
pany he  controls.  American's  stock,  to  be 
renamed  Icahn  Enterprises,  now  trades 
at  $120,  30%  higher  than  before  the 
acquisition. 

Pity  hedgeman  Stephen  Schwarzman, 
whose  Blackstone  Group  trades  at  $24, 
31%  down  from  its  offering  day  high  in 


June.  It's  now  down  23%  from  its  offering 
price,  making  it  one  of  the  worst-perform- 
ing new  issues  this  year. 

Before  this  deal  American  Real  Estate 
Partners  was  the  holding  company  for 
businesses  like  Icahn's  casinos  and 
commercial  real  estate  operations.  As 
Icahn  Enterprises,  with  Icahn  as  90% 
owner,  it  will  become  a  ready  source  of 
cash  for  Icahn's  hedge  fund. 

American  paid  $800  million  in  stock 
to  Icahn  and  agreed  to  invest  $700 
million  in  his  fund,  increasing  Icahn's 
hedge  fund  assets  10%  to  $7.7  billion.  If 
his  hedge  fund  generates  cumulative 
revenues  of  $3.9  billion  by  2011,  Icahn 
will  be  paid  an  additional  $1.1  billion. 

Icahn  wouldn't  comment  on  his 
maneuver,  but  there's  no  doubt  that  cor- 
porate managements  will  soon  be  hearing 
from  a  vastly  bulked-up  Icahn.  F 


Quit  or  Spit 

This  fall  Congress  seems  likely  to 
move  toward  subjecting  the  sale  and 
manufacture  of  tobacco  products  to 
Food  &  Drug  Administration  regula- 
tion. Tobacco  lobbyists  are  not  happy, 
but  some  see  a  silver  lining.  They 
hope  that  when  the  legislative  smoke 
clears,  they'll  end  up  with  language 
allowing — or  authorizing  the  FDA  to 
allow — labels  on  smokeless  tobacco 
products  stating  that  chewing  is  safer 
than  lighting  up.  Cigarettes,  with  50 
million  U.S.  customers,  are  in  a  sales 
decline;  smokeless  tobacco,  with  8 
million  users,  is  growing  8%  a  year. 

UST,  whose  Skoal  and  Copen- 
hagen brands  dominate  the  market,  is 
leading  the  push,  having  retreated 
from  a  past  attempt  to  get  the  Federal 
Trade  Commission  to  permit  relaxed 
labeling.  "We  want  adult  consumers 
to  obtain  accurate  and  relevant  infor 
mation  about  all  tobacco  products," 
says  Todd  Walker,  vice  president. 

Some  studies  show  chewing 
doesn't  carry  as  many  toxic  agents  a 
puffing,  but  that  claim  has  yet  to 
pass  muster  with  federal  health 
agencies.  So  will  Congress  give 
smokeless  the 
nod?  "Highly 
unlikely,"  says 
Deutsche 
Banks  Marc 
Greenberg. 
—Matthew 
Swibel 
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Pity  you  have  nothing  left  to  wish  for. 


It's  all  come  true.  The  endless  horizon.  The  precise  handling.  And  the  way  the  sounds  and  sensations 
of  the  night  resonate  throughout  the  open  cockpit.  The  911  Turbo  Cabriolet  delivers  the  road  in  its 
most  potent  form.  Perhaps  it's  time  you  followed  your  dreams.  Porsche.  There  is  no  substitute. 


The  new 


POOCH  NEWS 


Canine  Queen 


WENDY  DIAMOND  wants  to  be  the  Martha  Stewart  of  the  pet  world. 
She's  well  on  the  way  |  By  Suzanne  Hoppough 


WENDY  DIAMOND  PICKED  A  LOUSY  TIME  TO  LAUNCH  A 
cutesy  magazine  when  she  raised  $2  million  in  1999  to 
publish  Animal  Fair.  The  quarterly  ode  to  celebrities  and 
their  pets  languishes  still,  despite  a  coup  or  two.  Recent  cover:  Hay- 
den  Panettiere,  the  cheerleader  from  the  NBC  hit  Heroes  ("Her  Dogs 
Are  Her  Real  Heroes!"),  and  "Where  Are  Anna  Nicole  Smiths  Dogs?" 

Animal  Fair,  now  age  56  in  dog  years  with  200,000  readers,  may 
be  headed  for  the  online-only  world,  the  pet  cemetery  for  dying 
magazines,  although  Diamond  says  it  will  remain  a  quarterly  for 
now.  Yet  Diamond — relentlessly  perky,  with  pale,  piercing  eyes — has 
parlayed  her  pet  rag,  celeb  connections  and  charity  work  into  a  bud- 
ding multimedia  franchise.  She  aims  to  be  the  Martha  Stewart  of 
pets,  sauced  up  with  Carrie  from  Sex  and  the  City. 

Since  1999  Diamond  has  marketed  four  books 
starred  in  two  reality  shows  and  landed  spokesper 
son  roles  with  Bank  of  America,  American  Express 
and  Del  Monte,  all  of  which  also  advertise  in  An- 
imal Fair.  In  July  the  PetSmart  chain  signed  her 
as  a  "lifestyle  editor"  for  its  Web  site.  She  says  her 
product  line  will  appear  in  stores  next  year  (in  the 
works:  a  Mutt  Makeover  and  a  Yappy  Hour  kit  for 
dog  parties).  Her  documentary,  In  Search  of  Puppy 
Love,  premieres  at  the  Boston  Film  Festival  this 
month.  A  pilot  she  sold  to  NBC,  an  Extreme 
Makeover  for  pound  puppies,  never  ran,  but 
she  now  is  pitching  it  to  Animal  Planet.  Jm 

"Nobody  thought  cooking  would  be 
big  20  years  ago.  Wendy's  got  this 
whole  celebrity  pet  thing  that  no  ' 
one  else  is  doing,"  says  Frank 
Radice  of  the  NBC  Agency,  NBC's 
promotional  arm.  Adds  Thomas 
McGovern,  ex-chief  of  Pet 
Smart.com:  "There's  an  oppor 
tunity  to  bring  style  to  the  pet 
world.  People  like  her  energy.  And 
Wendy  has  contacts." 

Diamond  grew  up  in  Chagrin  Falls, 
Ohio  and  acts  the  part:  "I'm  just  a  girl 
from  Ohio.  I'm  a  good  egg."  She  is, 
apparently,  one  of  the  last  people  in 
New  York  who  says  such  things.  In 
fact  she  has  spent  ten  years  packing 
her  black  book  with  the  names  of 
celebrity  and  corporate  connections 
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She  emcees  fashion  shows  for  celebrities  and  their  dogs.  (Lai 
&  Order  SVlfs  Richard  Belzer's  dog,  Bebe,  hangs  with  Lucky,  th 
Maltese  that  Diamond  rescued  from  a  dog  pound  in  1998 J  She  ha 
drawn  in  the  likes  of  General  Motors  Vice  Chairman  Robert  Lut; 
who  has  four  dogs.  "Those  eyes.  You  can't  talk  to  her  without  you 
heart  rate  going  up,"  says  another  fan,  Scott  Helbing,  vice  preside]' 
of  AT&T's  entertainment  services  group. 

Diamond  has  been  networking  since  her  days  at  tony  Pine  Mane 
College,  a  former  finishing  school  in  Chestnut  Hill,  Mass.  Her  clas 
mates  were  Saudi  princesses,  her  beau  a  Moroccan  prince.  "I  walke 
in  a  country  bumpkin  from  Ohio.  I  walked  out  in  black  Prada."  Sh 
sold  high  fashion  in  Istanbul  and  London  before  moving  in  199 
to  New  York,  where  she  lived  on  savings  and  did  voluntee 
work.  She  put  together  a  celebrity  cookbook  to  benef 
the  homeless,  picked  up  Lucky  from  the  pound  an 
;ot  the  idea  for  Animal  Fair,  which  lists  Lucky  i 
the  masthead  as  columnist  and  office  manage 
By  2001  she  was  a  main  character  a 
the  WE  TV  reality  series  Single  in  the  Cit 
it  got  dumped  after  eight  episodes.  Sb 
says  her  own  pilot,  JapSquad,  a  Que 
Eye  for  the  Straight  Guy  with  Jev 
ish  women,  got  scrapped  by  ) 
amid  protests,  but  it  led  l 
Relationship  Rehab,  whic 
aired  on  the  Style  Netwoi 
a  year  later. 
After  Diamond  sold  NK 
on  the  pound-puppy  makeov 
show,  Mutt  Makeover,  NB 
recast  it  and  it  sat  for  two  yeai 
Now  Diamond  is  out  selling  h 
original  idea  again  and  promotii 
her  documentary  (about  her  fee 
ess,  fruitless  search  for  love).  Sh 
working  on  an  online  venture  f 
NBC.com.  And  she's  also  pitch 
Sharper  Image  about  selling  h 
ine.  She  would  rather  be  knov 
for    business    savvy  th 
celebrity.  "I  don't  want  to  be  t 
Paris  Hilton  of  the  pet  wor 
Honey,  please,"  she  says  wit! 
buoyant    laugh.    She  wou 
ike  to  be  Martha  Stewart. 


Outfront 


iLIPPERY  INVESTMENTS 


Goldman  Sachs  had  it  made  after 
it  bought  a  refinery  in  small-town 
Kansas.  Then  came  the  flood. 

By  Nathan  Vardi 

■  T'S  ONE  THING  FOR  A  WALL  STREET  DEAL  TO  BE  WELL  LUBRI- 
I  cated.  Quite  another  to  get  soaked.  Two  years  ago  Goldman 
I  Sachs  and  Kelso  &  Co.  grabbed  oil  refiner  Coffeyville 
Resources  in  a  $720  million  buyout.  The  two  firms  put  down 
$224  million  in  cash  and  had  the  company  borrow  the  rest.  Last 
year  was  a  good  one  for  companies  selling  gasoline,  and  Cof- 
feyville earned  $192  million  on  revenue  of  $3  billion.  All 
this  from  a  single  108,000-barrel-a-day  teakettle  in  Coffeyville, 

INSURANCE 


Kans.  (pop.  11,000)  and  a  fertilizer  plant  nearby. 

Time  to  cash  out.  In  December  Coffeyville 
Resources  took  on  more  loans  in  order  to  pay  its  own 
ers  a  $250  million  dividend.  That  left  the  investors 
cash-positive,  not  even  counting  the  $30  million  in 
fees  Goldman  got  from  the  buyout  and  the  dividend 
recap.  In  the  spring  Goldman  laid  plans  to  take  the 
company  public,  in  a  deal  that  would  have  paid  it 
another  $10  million  and  left  it  with  a  38.5%  stake 
worth  $640  million. 

And  then  it  rained.  On  July  2  the  Verdigris  River 
crested  at  30.4  feet,  flooding  Coffeyville  and  causing 
the  refinery  to  shut  down.  But  not  before  an  open 
valve  spilled  71,000  gallons  of  crude,  blanketing  the 
town.  The  public  offering  is  on  hold. 

Not  wishing  to  be  absentee  meanies,  the  bankersi 
kept  all  5 1 1  employees  on  the  payroll  and  offered  to  buy  300  oily 
homes  for  110%  of  their  prediluvian  market  value.  The  town's* 
mayor  says  he  is  "happy  with  the  refinery's  efforts." 

Complications:  Before  the  flood  the  refinery  did  some  hedges 
that  have  the  effect  of  locking  in  profits  if  the  refinery  is  running 
but  locking  in  losses  if  it  isn't.  It's  $89  million  in  the  hole 
Counterparty:  one  J.  Aron  &  Co.,  a  Goldman  subsidiary. 

Then  plaintiff  lawyers  started  coming  out  of  the  woodwork 
persuading  homeowners  that  1 10%  wasn't  generous  enough.  Na 
doubt  the  possibility  of  mucking  up  a  public  offering  has  crossec 
people's  minds.  They  may  be  looking  for  an  enhanced  recovery. 

It  will  take  a  while  to  clean  up  the  refinery  enough  to  get  it 
running  at  full  speed  and  a  while  to  clean  up  its  balance  sheet 
enough  to  restart  the  stock  offering.  Buying  off  the  lawyers  wil 
probably  take  longer. 

■■■■■■■^■■■■■■■■^■■■■Bsai 


Proxy  Fight 

Credit  scores  seem  to  predict  car  accidents  and 
loan  defaults.  Consumer  advocates  say  they  also 
facilitate  racial  redlining  |  By  Daniel  Fisher 


■  F  YOU  ARE  A  SLUGGARD  EM  PAYING  BILLS 
I  and  have  a  low  credit  score,  are  you  more 
I  likely  to  get  into  auto  accidents?  A  recent 
report  to  Congress  has  confirmed  such  a 
correlation  but  also  revealed  a  more  con- 
troversial finding:  African- Americans  and 
Hispanics  are  far  more  likely  to  hold  those 
low  credit  scores.  It's  set  off  a  new  round 
of  complaints  that  such  statistics  serve  only 
to  discriminate  against  minorities. 

The  auto  insurance  industry  has  long 


maintained  that  deadbeats 
are  accident-prone  and  has 
pushed  state  legislatures  to 
allow  credit  scores  to  be  a 
bigger  factor  in  setting  auto 
premiums.  Most  states  now 
restrict  their  use,  and  Cal- 
ifornia has  banned  the 
practice. 

But  a  recent  report  by 
the  Federal  Trade  Commis 


sion,  which  studied  some  2  million  cus 
tomer  records,  found  that  people  witl 
credit  scores  in  the  lowest  decile,  or  10% 
generated  twice  the  claim  costs  of  those  ii 
the  highest  decile.  This  relationship  helc 
even  when  researchers  looked  only  at  whiti 
customers,  or  conversely,  within  ZIP  code 
identified  as  low-income  neighborhoods, 
Consumer  groups  zeroed  ii 
on  the  fact  that  in  the  FTC 
study  26%  of  blacks  an< 
19%  of  Hispanics  were  u 
the  lowest  decile  of  credj 
scores,  compared  witl 
roughly  10%  each  for  non 
Hispanic  whites  and  Asian; 
Credit  scores,  they  corfl 
plained,  are  just  being  use 
as  a  proxy  for  ethnic  back 
ground — and  will  be  used  t 
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justify  charging  higher  prices  to  minority 
customers  or  refusing  their  business  alto- 
gether. "It's  institutionalized  redlining,"  says 
Birny  Birnbaum  of  the  Center  for  Economic 
Justice  in  Austin,  Tex. 

The  FTC  offered  several  dieories  for  why 
people  with  low  scores  get  in  more  accidents. 
Perhaps  financial  troubles  are  distracting, 
or  poor  people  might  be  inclined  to  file 
an  insurance  claim  instead  of  paying  the 
loss  out  of  pocket.  Other  research  suggests 
people  who  take  financial  risks  tend  to 
be  risky  in  other  parts  of  their  lives.  "A 
consumer  who  is  prudent  in  financial  mat- 
ters might  also  be  cautious  in  other  matters 

THERE'S  MORE! 


related  to  insurance,"  the  report  says. 

FTC  Commissioner  Pamela  Jones 
Harbour,  a  Bush  appointee,  wasn't  happy  with 
the  FTC  study;  she  said  it  was  too  small. 
Patrick  Butler  of  the  National  Organization 
of  Women  Foundation  says  the  correlation 
exists  because  poor  people  have  fewer  cars 
and  put  more  miles  on  them,  thereby  increas- 
ing the  likelihood  they'll  get  into  an  accident. 
But  then,  is  it  unfair  for  people  who  drive 
more  to  pay  more  for  auto  insurance? 

Whatever  the  cause  of  differences  in 
scores,  the  FTC  estimates  59%  of  customers 
would  save  money  if  auto  insurers  based  rates 
entirely  on  credit  scores,  because  payouts 


would  more  closely  match  premiums.  But  the 
majority  of  blacks  and  Hispanics  would  see 
an  increase. 

The  Federal  Reserve  also  rejected  the  idea 
that  credit  scores  are  a  proxy  for  race  in 
a  companion  report  in  mid-August.  That 
study,  based  on  credit  reports  on  300,000 
individuals,  found  that  blacks  and  Hispanics 
tend  to  have  lower  credit  scores  than  others. 
However,  suggests  the  Fed,  this  is  not  nec- 
essarily racial  discrimination  at  work,  since 
these  groups  default  more  often  on  loans.  In 
statistical  terms:  Default  rates  explain  away; 
group  differences  in  scores,  leaving  no  resid- 
ual impact  that  can  be  attributed  to  race.  Fl 


A  Few  Easy  Payments 

Inventor  and  infomercial  legend  RON  POPEIL'S 

greatest  sale  was  his  own  company  |  By  Peter  C.  Beller 


WITH  A  PLASTIC  SMILE  AND  THE 
mesmerizing  energy  of  a  vaude- 
villian,  Ron  Popeil  has  spent  four 
decades  hawking  Pocket  Fishermen  and  Veg- 
O-Matics,  demonstrating  Inside-The-Shell 
Electric  Egg  Scramblers  and  cutting  metal 
cans  with  kitchen  knives.  His  pitch,  "But  wait, 
there's  more  ..."  has  proved  irresistible  to 
American  insomniacs  who  love  watching  his 
studio  audiences  convulse  with  ecstasy 
over  a  perfectly  cooked  chicken. 

But  Popeil  may  have  made  his  best 
sale  two  years  ago,  when  investors  paid 
$55  million  for  his  company,  Ronco.  Last 
month  the  Simi  Valley,  Calif,  company 
was  auctioned  via  bankruptcy  court 
to  a  lone  bidder  for  $6.5  million,  and 
recriminations  have  flown  since. 

Popeil  learned  the  selling  game 
from  his  inventor  father  and  perfected 
his  TV  pitch  in  the  1960s.  According  to 
the  company  Web  site,  Popeil  has  sold 
$2  billion  worth  of  gadgets.  When 
Ronco  went  bankrupt  in  1984,  Popeil 
bought  it  back  from  his  bank  at  auction. 
In  2005,  at  age  71,  Popeil  said  he  wanted 
to  spend  time  with  his  young  daughters 
and  arranged  to  sell  his  company. 
Houston  investment  bank  Sanders 


Morris  Harris  lined  up  $50  million  from  blue- 
chip  investors  such  as  Janus  and  Lehman 
Brothers  to  buy  the  company.  They  received 
convertible  preferred  shares  in  the  new 
Ronco,  which  was  folded  into  a  publicly 
traded  shell.  Popeil  got  $40  million  in  cash 
and  $15  million  in  notes.  He  also  gave  Ronco 
first  pass  at  his  new  inventions  and  agreed 
to  continue  as  the  company's  chief  spokesman 

^1 


for  $50,000  per  infomercial. 

The  company  needed  spicing  up.  Ronco's 
product  line  then  was  narrow  and  agingj 
two  items — the  Six  Star-i-  Cudery  Set  and 
Showtime  Rotisserie — accounted  for  94%  of 
revenue.  The  seven-year-old  rotisserie  oven 
("Set  it  and  forget  it!")  was  turning  cold,  sale 
falling  by  half  from  a  year  earlier  in  the  nine 
months  before  the  buyout. 

As  Richard  Allen,  the  then  new  chie 
executive,  tells  it,  the  company  had  onl]j 
$117,000  in  the  bank  after  the  sale,  ye 
it  needed  millions  to  pay  for  new  product] 
and  produce  the  infomercials  that  drivi 
holiday  sales,  which  account  for  two-third 
of  its  revenue.  The  company  was  forced  to  run 
two-year-old  ads,  which  weren't  fresh  enougl 
to  motivate  even  infomercial  watchers  t« 
buy.  Sales  plunged  from  $90  million  ii 
the  year  leading  up  to  the  June  2005  sal 
to  $59  million  the  following  year. 

Ronco  also  missed  out  on  Popeil 
latest  whiz-bang  invention,  a  turke 
fryer,  since  it  couldn't  come  up  with  th 
$3.5  million  Popeil  was  asking,  accord 
ing  to  Allen.  At  one  point,  he  adds,  th 
company  asked  Popeil  for  a  loan  of  se\ 
eral  millions  of  dollars,  but  he  decline< 
Allen,  who  was  fired  by  Ronco  i 
2006,  doesn't  blame  Popeil.  He  accusj 
Sanders  Morris  of  squanderin 
$10  million  of  the  capital  that  had  bee 
raised  to  buy  Ronco  from  Popeil.  Tr 
bank,  he  says,  "oversold  the  compar 
and  misrepresented  to  investors  tli 
actual  financial  condition." 

Sanders  returns  the  blame.  "Richai 
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OME  PEOPLE  THINK 


ALL  INSURANCE  IS  THE  SAME. 


They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 

that  not  all  insurance  companies  treat  you  the  same. 

If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  real  insurance. 

So,  insure  with  the  best.  Insure  with  Chubb. 

To  learn  more,  go  to  chubb.com. 


Relax.  You're  insured  with  Chubb.' 


COMMERCIAL  INSURANCE  •  SPECIALTY  INSURANCE  •  PERSONAL  INSURANCE 


Chubb  refers  to  the  insurers  of  the  Chybb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued 
Chubb.  Box  1615.  Warren.  NJ'  07061 1615.  ©  2007  Chubb  &  Son.  a  division  of  Federal  Insurance  Company. 


Outfront 

Allen  wasn't  a  very  good  CEO,"  says  Sanders 
general  counsel,  John  Unger.  "If  he  thought 
the  company  didn't  have  enough  money,  it 
was  his  job  to  go  out  and  get  money."  Ronco  I 
is  suing  Allen  for  $400,000  worth  of  allegedly 
inappropriate  expenses,  while  Allen  is  suing 


Sanders  for  business  interference. 

Ronco's  Chapter  1 1  filing  lists  S33  mil- 
lion in  debt  ($12  million  of  that  owed  to 
Popeil)  and  S14  million  in  assets.  An  auc- 
tion lured  only  one  bidder,  Marliri  Equity 
Partners  of  El  Segundo,  Calif.,  which 


scooped  up  the  company's  intellectual 
property  and  remaining  inventor)-.  Ronco's 
new  owners  continue  to  sell  the  cutlery 
sets  and  rotisseries,  and  old  Ron  Popeil 
infomercials  can  still  be  caught  on  the  oddl 
cable  channel.  F 


Royals  Rolling  in  Riches 


Last  year's  movie  sensation,  The  Queen,  about  Queen 
Elizabeth  II,  captured  the  monarch's  lavish  lifestyle  from 
castles  to  servants.  But  she  comes  in  a  mere  eleventh  in 
our  latest  ranking  of  the  world  s  richest  royalty.  At  the 
top  is  the  Sultan  of  Brunei,  who  celebrated  his  fortieth 
anniversary  as  ruler  of  the  oil-rich  land  this  year.  Seven 


of  the  rulers  on  our  list  preside  over  territories  in  the 
Middle  East  and  North  Africa.  Keep  in  mind  that  the 
wealth  of  the  royals  is  often  shared  with  extended  fami- 
lies and  can  represent  money  that  is  controlled  by  them 
in  trust  for  their  nation  or  territory.  — Devon  Pendleton 
Cristina  von  Zeppelin,  Chaniga  Vorasarun,  Tatiana  Serafir, 


- 


I  Sultan  Haji  Hassanal  Bolkiah 

Sultan/Brunei  S22  billion  Age:  61 
Became  29th  Sultan  of  Brunei  40  years  ago, 
inheriting  riches  of  an  unbroken  600-year-old 
Muslim  dynasty.  Rules  concurrently  as  the  oil- 
rich  land's  prime  minister,  defense  minister, 
finance  minister  and  head  of  religion. 

2  Sheikh  Khalifa  Bin  Zayed 

Al  Nahyan  President/United  Arab  Emirates 
S21  billion  Age:  59 

Hereditary  ruler  of  tiny  emirate  Abu  Dhabi, 
home  to  one-tenth  of  world's  oil  reserves. 
Reinventing  emirate  as  "cultural  hub"  of 
Middle  East;  Frank  Gehry-designed  branch  of 
the  Guggenheim  Museum  set  to  open  in  2011. 

3  King  Abdullah  Bin  Abdulaziz 

King/Saudi  Arabia  S19  billion  Age:  83 
King  since  August  2005;  soon  after,  began  con- 
struction on  a  S26  billion  city  named  in  his 
honor.  More  fiscally  conservative  than  his  big- 
spending  half-brother,  the  late  King  Fahd. 

4  Sheikh  Mohammed  Bin  Rashid 
Al  Maktoum 

Ruler/Dubai  S16  billion  Age:  57 
"CEO  of  Dubai  Inc."  shares  fortune  with  two 
brothers.  Government  holding  companies 
bought  big  stakes  in  HSBC  and  Deutsche 
Bank;  bid  for  U.S  retailer  Barneys  New  York. 

5  King  Bhumibol  Aduiyadej 

King/Thailand  $5  billion  Age:  79 
World's  longest-reigning  living  monarch  is 
U.S.-born,  Swiss-educated  and  revered  as 
deity  in  Thailand.  Family  fortune  includes 


investments,  real  estate  mostly  held  through 
Crown  Property  Bureau. 

6  Prince  Hans-Adam  II  von  und  zu 
Liechtenstein 

Prince/Liechtenstein  S4.5  billion  Age:  62 
Heads  country.  Family  fortune  goes  back  900 
years.  Family  has  been  collecting  art  for  four 
centuries;  own  33  Rubens,  largest  number  in 
private  hands. 

7  King  Mohammed  VI 

King/Morocco  S2  billion  Age:  44 
Nicknamed  "King  of  the  Poor"  for  efforts  to 
alleviate  poverty  and  improve  human  rights. 
Palace's  reported  budget  exceeds  S960.000  a 
day,  much  spent  on  clothes  and  car  repairs. 

8  Prince  Albert  II 

Prince/Monaco  51 .2  billion  Age:  49 
Eligible  bachelor  inherited  tiny  principality  after 
father's  death  in  2005,  as  well  as  fortune  in  real 
estate,  art  and  stake  in  Monte  Carlo's  casinos. 

9  Sheikh  Hamad  Bin  Khalifa  Al  Thani 

Emir/Qatar  S1  billion  Age:  55 
Overthrew  father  in  a  bloodless  coup  in  1995. 
Sports  enthusiast  bringing  events  like  Asian 
Games  to  tiny  state.  Funded  Al  Jazeera  and  its 
English-language  sister  station. 


11  Queen  Elizabeth  II 

Queen/U.K.  S600  million  Age:  81 
Long-reigning  Queen  keeps  active  travel 
schedule,  including  a  state  visit  to  the  U.S 
this  year,  her  fourth  since  1957.  Real  estate 
holdings  in  England  and  Scotland 
appreciating. 

12  Sheikh  Sabah  Al  Sabah 

Emir/Kuwait  S500  million  Age:  78 
Took  over  as  emir  in  2006  after  crown  prince 
deemed  too  ill  to  ascend  throne.  Soon  after, 
voted  for  a  significant  raise  in  the  royal  famil 
stipend. 
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Prince  Karim  Aga  Khan 

Prince  S1  billion  Age:  70 
Celebrated  fiftieth  anniversary  as  leader  of 
world's  15  million  Ismaili  Muslims  this  year. 
Suave  businessman  runs  business  conglomer- 
ate from  France  and  Switzerland. 


Sultan  Qaboos  Bin  Said 

Sultan  Oman  S500  million  Age:  66 
After  six  years  under  house  arrest  overthrew 
father  in  1970.  Began  modernization  to  open 
country  to  outside  world.  Funded  restoration 
of  a  dozen  mosques. 

14  Queen  Beatrix  Wilhelmina 
Armgard 

Queen/Netherlands  S300  million  Age:  69 
Powerful  monarch  appoints  prime  minister 
and  deputies,  signs  bills  into  law.  Family 
fortune  includes  real  estate,  equity 
investments  and  antiques. 

1  5  King  Mswati  III  King/Swaziland 
S200  million  Age:  39 

Africa's  last  absolute  monarch  assumed 
throne  at  age  18.  Wealth  derived 
from  investments,  real  estate.  Lavish 
spender  building  palaces  for  each  of 
his  13  wives. 
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HE  NEW  OUATTROPORTE  AUTOMATIC 

A  Dream  Car  for  the  Real  World" 

— MSN  Autos 


TRODUCING  THE  NEW  2007  OUATTROPORTE  AUTOMATIC 

ally,  the  dream  becomes  reality.  "Seriously  smooth,"  "A  supercar  disguised  as  a  glamorous  sedan,"  and  according  to  Top  Gear  magazine, 
le  finest  automatic  offered  any-where."  Why?  The  new  Ouattroporte  Automatic  delivers  engineering  innovation  equally  at  home  on 


:h  Avenue  as  the  Nurburgring — it's  the  highest-revving  automatic  transmission  available,  designed  to  perfectly 
'ness  the  Ouattroporte's  400  hp  Ferrari-engineered  V8.  It's  also  the  only  automatic  luxury  sedan  configured 
:h  a  rearward  weight  bias  for  superior  traction  and  handling.  But  the  dream  doesn't  end  there — the  2007 
attroporte  features  a  new  braking  system  so  powerful  that  it  surpasses  not  only  competing  sedans,  but 
ny  of  the  world's  most  exotic  sports  cars  as  well.  The  newest  Ouattroporte  even  delivers  10%  better  fuel 
iciency  without  sacrificing  its  legendary  performance  attributes.  Priced  from  $110,600.*  To  experience  the 
am,  visit  your  local  authorized  Maserati  dealer  today,  or  call  1-877-MY-MASERATI.  maseratiamerica.com/qpfb 


©2007  Maserati  North  America.  All  rights  reserved  Maserati  and  the  Trident  logo  are  registered  trademarks  of  Maserati  SpA. 
"Standard  Ouattroporte.  Car  shown  with  optional  automatic  transmission  and  19"  wheels.  Excludes  dealer  prep,  transportation  and  taxes 


Pretty  in  Pink 

Samir  Arora's  Glam  Media  has  assembled  the  largest  audience  of  women 
on  the  Web.  Now  he  aims  to  build  Glam  into  something  much  bigger 
— or  flip  it  for  a  second  fortune  |  By  Claire  Cain  Miller 


SAMIR  ARORA,  A  DANDY  ON  A 
mission,  delivers  an  island  of 
fashion  in  the  all-khaki  sea  that 
is  Silicon  Valley.  In  meetings 
with  techies  uniformed  in 
aggy  khakis  and  blue  polo  shirts,  Arora 
fcdorns  himself  in  Italian  suits,  French 
koes  (don't  mistake  them  for  Italian  or  he 
Kill  correct  you)  and  splashes  of  pink— a 
pral-pink  plaid  shirt,  a  deeper-pink  pat- 
trned  tie  and  a  matching,  ever  present, 
erfectly  ironed  pink  pocket  square. 

"I  love  pocket  squares  and  bright, 
eautiful  pink  ties,"  he  says.  "They  might 
e  inappropriate  to  go  to  a  financial  meet- 
ig,  but  I  wear  them  anyway."  It  is  fashion 
;  strategy,  for  Arora  is  founder  and  chief 
cecutive  of  Glam  Media,  a  collection  of 
shion  Web  sites  that  in  two  years  has 
uilt  the  largest  audience  of  any  women's 
utpost  online.  NBC  Universale  iVillage 
lad  been  queen  for  nine  years. 

"I  did  not  own  a  single  thing  that  was 
ink  before  I  started  this  business.  One 
ay  I  said,  'If  our  corporate  color  is  pink,  I 
ive  to  wear  pink.'  I  embody  the  brand," 
jrora  says.  His  collection  of  pink  ties  now 
lirpasses  30  variations. 
:  Glam  has  fashioned  an  approach  that 
rora  argues  will  rewrite  the  model  for  on- 
ne  media.  Borrowing  from  the  old  network- 
/  model,  Glam  owns  and  operates  a  dozen 
omen's  fashion  sites  (the  O&Os)  and  pro- 
I  des  a  showcase  and  ad  platform  for  380 
nail  publishers  (the  affiliates),  300  of  them 
jie- person  blogs  that  otherwise  wouldn't 
raw  as  many  readers  or  any  first-class  labels. 


A  hundred  big-brand  sponsors,  from 
Gucci,  Donna  Karan  and  Estee  Lauder  to 
Macy's,  Target  and  Procter  &  Gamble, 
now  advertise  on  Glam.  The  sites  show 
video  and  picture  ads  that  are  luminously 
produced  high-fashion  shots,  played  up  as 
content  in  their  own  right  (just  as  the  ads 
in  Vogue  magazine  are  as  slick  as  the  edi- 
torial). The  online  network  tailors  edito- 
rial to  augment  and  overlap  the  ads — to 
an  extreme  that  would  scandalize  print 
publications  and  make  marketers  swoon. 

The  Glam  sites  drew  a  total  2 1  million 
people  in  July,  says  ComScore  Media  Metrix. 
Ninety  percent  of  them  are  women.  That 
was  up  almost  ninefold  in  a  year  and  30% 
more  visitors  than  iVillage  got.  Glam  went 
live  the  week  of  Sept.  17,  2005 — Fashion 
Week  in  New  York — and  took  22  months 
to  pass  the  20  million  mark,  compared  with 
16  months  for  YouTube,  which  got  sold  to 
Google  for  $1.6  billion. 

In  the  past  year  visitors  to  women's 
Web  sites  rose  45%,  while  Internet  use 
overall  rose  only  4%,  says  ComScore. 
Glam  now  ranks  as  the  34th-most-visited 
site  on  the  Web,  jumping  up  five  spots  in 
a  month.  Arora  vows  to  make  the  Top  20 
by  the  end  of  this  year.  "It's  a  changed 
landscape,"  he  says.  "This  is  the  model  of 
media  companies'  future." 

Glam  expects  to  be  profitable  by  year- 
end.  Revenue,  near  $25  million  this  year, 
could  soar  to  $175  million  next  year.  Arora 
had  raised  $30  million  from  investors  and 
now  seeks  $200  million  more — at  a  valua- 
tion that  has  quadrupled  in  a  year,  by  some 


estimates.  It  is  a  startling  sum  for  a  Weblet 
in  the  postbubble  world.  Arora,  the  biggest 
holder,  wants  to  buy  sites  aimed  at  men, 
teenagers  and  more. 

Then  again,  he  could  simply  sell.  Glam 
already  gets  buyout  offers  from  online 
companies,  print  media  and  old-guard  ad 
agencies.  Silicon  Valley  entrepreneurs  come 
in  two  varieties,  missionaries  and  mercenar- 
ies, and  Arora  is  the  latter.  "I'm  not  a  first- 
time  young  CEO  with  an  ego  involved  and 
a  certain  number,"  says  Arora,  who  joined 
Apple  at  age  19,  founded  NetObjects  (a 
software  platform  maker  for  Web  sites)  at 
age  28  and  sold  it  to  IBM  for  $100  million 
two  years  later.  "I  can  look  you  in  the  eye 
and  say,  'Yes,  I  would  sell  the  company" 

Meantime,  he  aims  to  build,  and  his 
ambitions  and  abundant  swagger  have 
begun  to  rankle  some  detractors  in  Silicon 
Valley.  "Is  Glam  a  Sham?"  tech  blogger 
Michael  Arrington  asks  in  a  recent  post. 
He  slams  Glam  for  allegedly  inflating  its 
numbers  by  including  nonfashion  sites 
such  as  My  Yearbook,  which  provides  15% 
of  Glam's  visitors  and  reaches  teenagers  of 
both  genders. 

Others  snipe  at  Glam's  uneven  quality. 
The  TV-network  model  gave  higher- 
quality  national  fare  to  local  stations  too 
small  to  produce  their  own  shows.  Glam 
reverses  that  model — amateurish  local  dis- 
patches from  a  one-person  blog  suddenly 
are  offered  up  to  a  nationwide  audience. 

Arora  lusts  after  glossy  fashion  magazines 
Vogue  and  InStyle's  readers  and  advertisers, 
and  Glam  sites  like  Fashiontribes.com  and 
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Kristopher  Dukes  win  wide  praise  in  the  fash- 
ion world.  But  Glam  is  growing  so  fast  and 
bringing  on  so  many  new  affiliates  that 
mediocre  and  juvenile  fare  slips  through.  Web 
site  2PromHairstyles.com  is  little  more  than 
a  gallery  of  photos  of  high  school  girls  in  hair- 
spray-plastered  bouffants.  Britney  Groupie 
poaches  from  other  celeb  sites  and  runs 
headlines  on  singer  Britney  Spears'  dying  her 
hair  and  her  ex  getting  "freak- nasty  in  Vegas." 

Yet  Glam's  CP/Ms— the  price  advertis- 
ers pay  to  reach  a  thousand  pairs  of  eyes — 
average  $30  but  run  as  high  as  $120,  at 
times  charging  more  than  a  TV  network 
or  the  glossy  fashion  rags.  Glam  "is  very 
overpriced,"  says  Robin  Neifield,  chief  of 
online  ad  agency  NetPlus  Marketing.  "To 
get  the  prices  they're  asking,  they'd  have 
to  have  a  really  exceptional,  premium 
network  of  sites — and  they  don't.  Some  of 
the  blogs  are  cruddy  looking." 

But  Glam  accepts  only  5%  of  the  sites 
that  ask  to  join  its  network,  Arora  says, 
and  he  insists  the  content  is  improving. 

Arora,  41,  developed  a  flair  for  the  dra- 
matic early  on.  Born  and  bred  in  Delhi, 
India,  he  acted  professionally  in  plays  from 
age  5  and  wrote  and  produced  musicals  for 
the  stage  as  a  teenager.  At  age  19,  in  1985, 
he  dropped  out  of  college  and  flew  to  San 
Francisco.  "Silicon  Valley  was  like  a  magnet." 
He  arrived  with  $9. 1 7  in  his  pocket  and  no 
luggage,  and  he  bagged  groceries  for  a  few 
months  until  Apple  hired  him. 

Five  years  later  he  had  earned  his  first 
$1  million,  on  Apple  options  and  the  sale 
of  Rae  Technology,  an  Apple  spinoff  he 
founded.  After  he  sold  NetObjects  to  IBM 
in  1997,  he  stuck  around  for  three  years, 
then  formed  his  own  venture  fund  and 
put  in  two  years  as  chairman  of  Tickle,  a 
women's  quiz  site.  In  2002  Arora  had  an 
epiphany:  The  biggest  brands,  especially 
high-end  fashion  labels,  had  missed  out 
on  the  Web.  He  would  build  a  site  to  lure 
them  online — never  mind  what  it  would 
look  like  or  what  it  would  publish.  He 
called  it  Project  X  and  put  up  $1  million 
from  his  venture  fund,  hiring  an  Apple 
designer  and  a  NetObjects  engineer. 

Soon  they  focused  on  women  as  the  best 
way  to  lure  big  brands  and  hired  a  former 
Elk  publisher.  They  enlarged  pages  from 
fashion  mags  and  hung  them  on  the  wall  to 
figure  out  how  to  translate  the  glossy  feel  on- 
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line.  The  engineer,  Fernando  Ruarte,  Glam's 
chief  technology  officer,  built  the  core:  a  sys- 
tem known  as  Glam  Evolution. 

It  automates  most  everything,  letting  a 
staff  of  two  manage  half  a  billion  ad 
impressions  each  month.  "Samir  has  been 
clever  in  figuring  out  a  new  online  media 
model  that  scales  without  a  ton  of  people 
costs,"  says  Theresia  Gouw  Ranzetta,  a 
Glam  board  member  with  Accel  Partners, 
which  invested  $8  million  in  Glam.  Media 
giants  have  asked  to  license  the  system, 
but  Glam  won't  bite.  Last  year,  she  says, 
Arora  presented  the  board  with  eye-pop- 
ping promises  for  ad  sales,  sponsors  and 
users.  He  exceeded  every  goal. 

Glam  Evolution  lets  editors  and  writers 
at  almost  400  sites  instantly  upload  stories, 
without  laborious  coding.  Software  catego- 
rizes each  posting  by  250  attributes,  tag- 
ging it  with  key  words  from  the  story  and 

An  ad  showed  a 
behind-the-scenes 
video  of  Hilary 
Swank  dancing, 
nude. 

tracking  which  kind  of  visitors  read  it.  The 
software  also  follows  a  visitor  as  she 
drifts  from  one  Glam  outpost  to  another. 
Cookies,  which  track  where  a  user  has 
gone  online,  log  a  Glam  visitor's  answers  to 
survey  questions  and  track  her  searches 
and  what  she  read,  letting  ads  target  only 
certain  cookie  patterns. 

This  lets  the  system  better  match  ads  to 
stories,  based  on  what  the  ads  sell,  the  de- 
mographics they  seek  and  which  readers  are 
clicking  on  a  particular  piece.  When  the  L.A. 
production  of  the  musical  Wicked  advertised, 
Glam  delivered  the  ad  only  to  women  in  Los 
Angeles.  "We  want  to  get  the  right  message 
to  the  right  person  at  the  right  time,  and 
Glam  allows  us  to  do  that,"  says  Patrice  Varni, 
a  vice  president  at  Levi  Strauss.  Levi's  uses 
Glam  to  run  video  ads  of  hotties  in  hip-hug- 
ging jeans  strutting  down  a  city  street  as  if 
it  were  a  catwalk.  The  camera  rotates  360 
degrees  so  you  can  see  how  the  jeans  fit  from 
all  angles.  Viewers  also  can  roll  a  cursor  over 


the  image  to  zoom  in  or  enlarge  it. 

The  Glam  blog  Adventures  in  the 
Stiletto    Jungle,    penned    by  writei 
Stephanie  Rahlfs,  reaches  "young  profes- 
sionals who  have  $800  dresses  and  $2,50G 
handbags  and  wear  $500  pumps  to  work,' 
she  says.  A  Google  system  she  used 
before  joining  Glam  served  up  a  sillw 
spot  for  maid  services  in  San  FranciscoB 
"The  woman  buying  Louboutin  shoes  ijB, 
not  thinking  about  dusting  her  house.  1 1 
was  worthless." 

Now  Stiletto  Jungle  runs  Glam  ads  foil 
Bergdorf  Goodman,  Neiman  Marcus  ancl 
Nine  West.  A  year  after  Rahlfs  joined  GlamB 
her  site  drew  20,000  visitors  a  month;  onhB 
750  people  had  perused  the  site  before  ■ 
"Glam  is  my  business  manager,  tech  team 
adviser,  editor  and  publisher,"  she  gushes. 

Joshua  Holmes  runs  two  Glam  blogs 
Bumpshack  and  Backseat  Cuddler,  earn 
ing  up  to  $4,400  a  month  from  Glam 
"Sometimes  I  feel  like  I'm  stealing  fron 
them,"  he  says  happily.  Before  joinin| 
Glam  he  took  in  "pennies  a  month"  fron 
Google's  AdSense  (the  system  that  put  uj 
the  badly  targeted  maid-service  ad  oi 
Stiletto  Jungle).  Terry  Ng,  who  write 
lifestyle  blog  Kineda,  doubled  his  monthl 
visitors  to  2  million  on  Glam  and  lifted  hi  " 
monthly  blog  income  tenfold,  "enough  t< 
take  over  someone's  day  job,"  he  says. 

"This  kind  of  vertical  ad  network  ii  ■ 
the  way  digital  media  will  move,"  say 
Sramana  Mitra,  a  consultant  and  entre 
preneur.  She  founded  three  startup;  „ 
including  a  high-fashion  online  site.  Mitr 
says  a  few  media  companies  are  trying  th 
newapproach.Washingtonpost.Newswee 
Interactive's  Blogroll  aggregates  blogs  fc 
readers  and  advertisers.  Glam's  archriva 
iVillage,  has  allied  with  Adify  ad  networ 
to  sell  spots  for  partner  sites. 

To  court  the  big  brands,  Arora  hired  Ca 
Portale,  a  former  publisher  at  Harper 
Bazaar  and  Elk,  luring  him  out  of  retiremen  ** 
"I  thought  he  was  nuts,"  Portale  says.  "I  die 
n't 'think  beautiful  print  advertising  was  ea; 
ily  applied  to  the  Web."  His  visits  to  his  oil  ICS 
contacts  changed  his  mind.  "We  went  to  th 
Guccis  and  the  Puccis  and  told  our  story,  an 
for  the  first  time  in  years,  they  were  vei 
interested  in  what  we  had  to  say,"  he  says. 

Gucci  signed  on  immediately,  Guei 
lain  came  in  later,  and  Macy's  just  signe 


The  global  enterprise  is  connected  to  thousands  of  servers 

is  connected  to  hundreds  of  storage  devices 

is  connected  to  petabytes  of  data 

is  connected  to  a  single  set  of  software  tools 

that  brings  harmony  to  data  center  complexity. 
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e  Symantec  Data  Center  Foundation  helps  you  master  complexity.  At  Symantec,  we  understand  how 
complexity  of  the  modern  data  center  increases  costs  and  impairs  manageability.  Thanks  to  our  Veritas  cross- 
:form  software,  this  infrastructure  solution  can  help  you  manage  the  most  complex,  heterogeneous  IT  environment 
i  a  single  set  of  tools.  The  cost  savings  can  be  dramatic.  The  same  can  be  said  for  the  impact  on  service  levels, 
rt  with  our  free  tour:  symantec.com/confidence  ^ 

Confidence  in  a  connected  world,       m  symante< 
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on  after  two  years  of  lobbying. 

Arora  soon  realized  that  the  more 
Glam's  stories  looked  like  those  in  maga- 
zines and  on  TV,  the  less  readers  liked 
them.  To  "Webify"  them,  he  commingled 
ads  with  content.  When  Glam  ran  a  Max 
Factor  makeup  ad  featuring  Carmen 
Electra,  a  Glam  writer  wrote  a  profile  of 
the  model.  For  a  Victoria's  Secret  cam- 
paign, Glam  editors  created  a  quiz  to 
help  women  determine  their  best-fitting 
bra  style. 

Glam  ran  a  quiz  ("What's  your  denim 
identity?")  that  featured  Levi's.  Its  Web 
success  has  prompted  the  jeansmaker  to 
double  its  online  ad  budget  in  two  years, 
although  Levi's  saw  fit  to  ask  that  its  ads 
avoid  such  Glam  outlets  as  badly  written 
fan  sites  or  blogs  celebrating  emaciated 
celebrities. 

Many  Glam  sponsors  had  little  online 
presence  until  now.  In  September  2006 
luxury  cosmetics  and  fragrance  company 
Guerlain  ran  its  first-ever  online  ad  on 
Glam,  to  launch  a  new  perfume  called 
Insolence  (but  of  course).  The  ad  was  an 
arresting  fashion  shot  of  actress  Hilary 
Swank,  topless  and  bathed  in  backlight- 
ing. On  the  same  page,  links  led  to  a 
story  on  the  ad  getting  lots  of  notice  and 
to  e-tailers  that  sell  the  perfume.  A 
behind-the-scenes  video  of  Swank  mak- 
ing the  ad  shows  her  dancing,  nude, 
against  a  starry  night  sky.  Glam  even 
created  a  quiz  to  tell  whether  you  are 
sweet,  slinky  or  sultry,  recommending 
Guerlain  products  accordingly. 

Some  rivals  are  copying  Glam's 
approach.  Conde  Nast's  Vogue  has  begun 
bundling  Web  ads  with  magazine  ads, 
offering  advertisers  the  chance  to  create 
Web  content  such  as  behind-the-scenes 
video  of  a  fashion  photographer  shooting 
a  print  ad.  Conde  Nast  bundles  Vogue  and 
W  online  under  Style.com,  which  draws 
half  a  million  monthly  visitors,  2.5%  of  the 
combined  Glam  audience.  "Style.com's 
reach  is  very,  very  small,  with  the  best- 
looking  content  on  the  Web,"  Arora 
snipes.  "I  would  classify  that  as  a  complete 
failure  from  an  Internet  perspective." 

When  Glam  bested  iVillage  for  the 
first  time,  in  June  2007,  Arora  placed  a 
full-page  ad  in  the  New  York  Times:  "17 
million  women  just  went  Glam.  Women 


have  spoken."  The  New  York  Post  declared 
an  "online  catfight."  Glam  hired  away 
iVillage  exec  Jennifer  Salant  to  direct 
business  development  in  April.  A  month 
before,  Glam  snagged  an  exclusive 
Reebok  campaign  in  a  face-off  with  iVil- 
lage. Glam  signed  a  syndication  deal  with 
Hearst  while  Hearst  was  still  hosting  its 
online  women's  magazines  at  iVillage. 

Execs  at  iVillage  profess  to  be  unfazed 
by  Arora's  strut.  Glam  is  "an  aggregator,  and 
we're  a  content  creator,"  says  Peter  Naylor, 
senior  vice  president  at  NBC  Universal, 
which  owns  iVillage.  Arora  counters:  "All 
the  advertisers  in  this  space  are  looking  at 
Glam  as  a  must-buy.  ...  In  the  short  term, 
iVillage  is  losing  to  us." 

Some  rivals  dismiss  the  pink-parading 


Arora  as  a  slick  salesman,  but  they  miss 
the  point,  says  Ranzetta,  the  Glam  board 
member.  "Sometimes  he's  larger  than  life, 
to  a  fault,"  she  says.  "But  he  delivers.  Peo- 
ple who  just  focus  on  the  exterior  Samir 
miss  the  substance  underneath." 

At  Fashion  Week  in  New  York  in  Feb- 
ruary, Arora  snagged  a  seat  in  the  coveted 
front  row  at  one  show  and  turned  a  few  | 
heads  among  the  women  in  attendance. 
Lesley  Scott,  editor  of  Fashiontribes.com,  I 
was  gossiping  with  a  few  other  female) 
fashion  writers  when  one  of  them  spotted 
Samir  Arora  and  asked:  "Who  is  that  man 
in  the  pink  shirt  with  the  matching  pocket 
square?"  Scott  says  she  responded:  "That's! 
Samir.  Honey,  he's  so  dapper  he  outdresses 
all  of  us."  F 


EASY  DOES  IT 


One-Trick  Pony 

Intimidated  by  feature  creep,  some  consumers  resort] 
to  gadgets  that  do  just  one  thing.  And  do  it  well. 

By  Chana  R.  Schoenberger 


FOR  THE  1  MILLION  TECHHEADS 
who  will  buy  one  this  quarter, 
Apple's  luminous  new  iPhone 
represents  pure  bliss.  It  takes 
photos.  It  plays  YouTube  videos 
and  uploads  songs.  It  boasts  a  calendar,  an 
address  book,  a  map  navigator — it  is  an 


all-purpose  digital  wingman. 

But  if  you  can't  handle  that  much  juice| 
in  your  pocket,  consider  the  Jitterbug.  Star- 
tlingly  simple,  it  handles  just  one  task  phonel 
calls.  Sold,  says  Jitterbug  fan  John  Foy,  ag«l 
61.  "I  believe  a  phone  should  make  phon«l 
calls,"  says  the  Hoboken,  N.J.  wine  critic  and| 


The  First  Lady  of 
Wireless:  Arlene 
Harris  peddles  no- 
frills  cell  phones 
to  technophobes. 
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former  chef.  "Cameras  should  take  pictures." 

The  Jitterbug  even  gets  a  premium  for 
its  single-minded  simplicity.  It  costs  $147, 
when  for  just  $100  and  a  service  contract 
at  AT&T,  you  could  get  a  feature-rich 
Samsung  Blackjack  laden  with  full  key- 
board, camera,  MP3  music  player,  e-mail 
and  Windows  Office  applications.  In  this 
case  less  costs  more. 

"The  more  functionality  they  put  in 
single  devices,  the  more  savvy  you  have  to 
be  to  use  them,"  complains  Arlene  Harris, 
founder  of  GreatCall,  which  launched  the 
Jitterbug  late  last  year.  She  confesses  that 
four  times  in  the  past  year  she  found  her- 
self unable  to  set  the  alarm  on  a  souped- 
up  digital  clock  in  her  hotel  room. 

Some  customers  similarly  are  fed  up 
with  features  they  can't  or  don't  use,  and 
makers  are  responding.  Philips,  the 
Dutch  consumer-electronics  giant,  sells 
a  line  of  digital  photo  frames  that  play  a 
slide  show  as  soon  as  you  pop  in  a 
memory  card.  It's  less  complicated  than 
doing  the  same  thing  on  your  laptop. 

At  a  Best  Buy  store  in  Manhattan, 
store  salesman  Andre  Sam  says,  "Some 
consumers  walk  in  and  say,  'There  are 
too  many  features.  Give  me  your  bare- 
bones  product  that's  really  easy  to  use.'" 
Best  Buy  sells  them  such  spartan  digital 
tools  as  handheld  TVs  (no  satellite,  no 
cable,  no  DVR),  pure-play  CD  players  (no 
radio,  no  MP3  downloads)  and  AM/FM 
radios.  The  petite  iPod  Shuffle  is  so 
featureless  a  listener  can't  switch  among 
playlists;  it  lacks  a  screen.  Yet  even 
among  Apple's  tech-fetishist  faithful,  the 
Shuffle  has  sold  an  estimated  30  million 
units  since  its  January  2005  launch, 
according  to  Shaw  Wu,  an  analyst  at 
American  Technology  Research. 

Another  victory  for  simplicity  has 
emerged  in  e-mail.  Small  e-mail  printers  that 
work  without  hooking  up  to  a  computer  at 
all  are  sold  by  a  coterie  of  startups,  including 
Presto,  Celery  and  CaringFamily.  Connect 
one  to  a  phone  line  and  it  downloads  e-mail 
and  photo  attachments  from  the  Internet,  spit- 
ting out  a  printed  version. 

The  elderly  are  a  particularly  keen 
audience.  So  when  Presto  employees  con- 
ducted market  research  in  2004,  they  did 
so  by  delivering  hot  food  to  homehound 
elderly  residents  of  Menlo  Park,  Cahf.  for 


Simpler  Is  Better 


Many  older  consumers  complain  that 
newfangled  gadgets  are  too  complicated. 
Here  are  some  user-friendly  toys  for 
the  technologically  challenged. 


Jitterbug  OneTouch  $147 


HP  Printing  Mailbox  $150 


Hy-Tek  Big  Button  Remote  $28 


the  charity  Meals  on  Wheels.  The  people 
they  visited,  when  asked  what  technology 
they  used,  cited  a  microwave  or  TV 
remote.  They  spoke  of  wanting  to  be  in 
closer  contact  with  their  families  yet  feel- 
ing guilty  about  calling  too  often. 

Presto!  Link  them  up  with  e-mail. 
The  makers  use  differing  technologies  to 


pull  off  the  same  basic  feat.  When  a 
granddaughter  e-mails  her  grandmother, 
a  printout  of  the  e-mail  and  photo 
attachments  automatically  spits  out  of  a 
regular-size  printer.  Look,  Grandma — no 
laptop!  With  Celery's  service,  Grandma 
can  write  a  response  by  hand,  feed  it  back 
into  the  device  and  press  a  button  to  send 
it.  Uploaded  and  turned  into  a  PDF  file, 
the  note  becomes  an  e-mail  that  her 
granddaughter  gets  on  her  computer  or 
cell  phone.  The  printers  work  instantly 
when  first  turned  on — no  dreaded  setup 
configurations  required. 

At  the  Jitterbug  company,  GreatCall, 
the  supersimple  cell  began  life  as  a  safety 
phone  for  roadside  vehicular  breakdowns 
Some  950  customers  still  have  early  mod 
els,  which  went  on  the  market  in  1995 
and  GreatCall  plans  to  switch  them  to  the| 
new  design  by  September  2007:  a  spare 
unadorned  handset  with  unusually  large) 
buttons.  Samsung  makes  it,  and  the 
Jitterbug  sells  mainly  to  the  balding  anc 
white-haired  customers  who  remembep 
the  dance  of  the  same  name. 

Arlene  Harris  and  her  husband,  Mar 
tin  Cooper,  inventor  of  the  first  eel 
phone,  have  started  seven  cellular,  paging 
and  mobile-billing  companies  since  1983 
Harris  (nicknamed  the  First  Lady  o: 
Wireless)  grew  up  working  in  her  family's 
car-phone  business  in  Los  Angeles  in  th< 
1950s,  catering  to  clients  such  as  Jerr] 
Lewis,  Milton  Berle  and  Carol  Burnett.  Ir] 
2002  she  bought  the  bankrupt  assets  oi 
emergency  call  service  S.O.S.,  whicl 
turned  into  GreatCall. 

After  you  buy  the  phone,  Jitterbuj 
service  starts  at  $10  a  month  (GreatCall 
through  a  series  of  agreements,  accesse) 
the  networks  of  more  than  30  CDMA  carrii 
ers)  and  includes  such  old-time  amenitie 
as  live  operators  who  will  dial  your  call  foi 
you  at  a  button's  push.  Harris  won't  sa; 
what  her  profits  or  revenues  are. 

Making  things  easy  isn't  easy  at  all 
Donald  Norman,  a  tech-usability  com 
sultant,  says  stripping  down  devices  t 
make  them  simpler  to  use  is  a  blunder 
"The  real  trick  is  not  to  get  rid  of  th 
features  but  to  make  them  effortless."  H) 
laments  the  size  of  the  Jitterbug's  instruc 
tion  manual.  Printed  in  large  type  fo 
faltering  eyes,  it  runs  70  pages. 
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Media  by  Microsoft 

Guess  who's  got  the  slickest  software  for  handling 
TV,  movies  and  music?  Not  Apple. 


By  Daniel  L) 


You've  seen  the  apple 
ads:  Microsoft  is  the  dorky, 
puffy  loser  who  runs 
spreadsheets,  Mac  the  slick, 
sleek  Gen-Xer  who  has  fun 
with  music  and  movies.  You  haven't  seen 
any  ads,  though,  for  a  new  product  that 
can  do  things  with  digital  media  that  even 
Apple  can't  match — and  it  comes  from 
none  other  than  Microsoft. 

A  PC  running  Windows  Vista  and 
hooked  to  a  Microsoft  Xbox  360  can 
outgun  the  coolest  Macintosh,  thanks  to 
a  key  program  called  Media  Center,  now 
built  into  high-end  versions  of  Vista,  the 


latest  generation  of  Windows.  Microsoft 
hasn't  touted  Media  Center  much  in 
hyping  Vista,  but  surely  it  should. 

Media  Center  does  three  things  very 
well.  It  manages  photos,  movies  and 
music  on  your  computer.  It  records  TV 
programs,  letting  you  use  your  PC  as  a 
TiVo-style  digital  recorder.  Media 
Center  also  fetches  content  from  the 
Internet,  and  dozens  of  "channels,"  such 
as  Comedy  Central,  are  preloaded  right 
in;  one  click  and  streaming  video 
clips  begin. 

Apple  and  Microsoft  and  legions  of 
other  entrants  are  trying  to  solve  a  nag- 


ging problem  about  the  way  people  con 
sume  digital  media.  Home  moviei 
photos  and  music  sit  on  your  compute! 
hard  drive.  TV  shows  and  movies  zip  i 
over  your  cable  TV  line  and  get  stored  i 
a  digital  video  recorder.  YouTube  video 
and  other  Web  content  stream  in  ov< 
your  Internet  connection  and  get  store 
on  a  computer,  though  maybe  not  tb 
same  one  that  holds  your  home  movia 
photos  and  music  collection. 

How  do  you  bring  it  all  together  t 
browse  around  without  having  to  won 
about  where  something  originate 
Today  you  can't,  so  everyone  is  chippir 
away  at  the  problem,  and,  incredibly,  tr 
much-maligned  Microsoft  is  the  furthe 
along.  (Confession  time:  I  am  a  M 
bigot,  an  annoying  superfan  wb 
proselytizes  on  behalf  of  a  computer, 
even  write  an  Apple-centric  blog,  "TT 
Secret  Diary  of  Steve  Jobs."  Si 
fakesteve.blogspot.com.) 

Microsoft  Media  Center  has  gor 
through  five  versions  since  its  debut  i 
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Is  your  MFP  a  portal  for  identity  theft? 
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The  MX-Series  with  Sharp's  Data  Security  Kit. 


These  color  MFPs  help  prevent  sensitive  information  from  falling  into  the  wrong  hands  by 
providing  multiple  layers  of  advanced  security.  Combining  encryption,  overwrite  and  controlled 
network  access,  Sharp  provides  a  comprehensive  security  suite.  With  that  level  of  superior 
protection,  it's  no  wonder  Sharp  won  BERTL's"Best  Security  Solutions  Suite  for  a  full  MFP  Range" 
in  2007  and  BLI's  "Pick  of  the  Year"  in  2006  for  the  MX-FRX  Data  Security  Kit.  The  MX-Series  is 
more  than  a  multifunction  product.  It's  a  multifunction  portal.  So  why  are  you  still  working  with 
a  limited  MFP?  Visit  sharpusa.com/security 
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Technology  

2002.  Previously  it  was  was  sold  as  a 
special  edition  of  Windows  XP,  but  now 
it  is  bundled  into  the  priciest  versions  of 
Vista.  This  means  the  same  box  that  sits 
on  the  desk  in  your  home  office  running 
nerd  chores  like  spreadsheets  can  do 
double  duty  and  serve  up  fun  stuff  to  the 
TV  in  your  living  room.  (Microsoft 
charges  $400  for  Vista  Ultimate— $300 
too  much.) 

You  can  attach  a  computer  running 
Media  Center  directly  to  your  TV.  But 
who  wants  to  have  a  computer  sitting 
next  to  the  TV?  Better  solution  is  to  send 
data  from  the  computer  to  your  Wi-Fi 
router.  From  there  it  goes  to  a  hardware 
device  such  as  an  Xbox  360  game  player, 
which  catches  the  signal  and  relays  it  to 
the  TV. 

The  very  idea  of  setting  up  these 
pieces  is  enough  to  give  me  the  heebie- 
jeebies.  Microsoft?  On  multiple  devices 
that  need  to  work  together?  With  soft- 
ware that  needs  to  be  configured?  Does 
the  phrase  "blue  screen  of  death"  res- 


in Media  Center  you 
can  zip  sideways  within 
categories.  In  the  Pic- 
ture Library  (top  left) 
photos  enlarge  as  you 
scroll  over  them.  A  TV 
programming  guide 
(top  right)  works  like  a 
TiVo-style  digital 
recorder,  but  without 
the  monthly  fees. 
Sweet. 


onate  at  all?  Fear  not.  Microsoft  has 
figured  this  stuff  out.  You'll  have  to 
endure  the  dread  of  "configuring,"  but 
the  instructions  are  easy. 

Media  Center  itself  is  pretty  slick, 
too.  Loading  photos  from  my  digital 


camera  and  ripping  CDs  was  every  bit 
easy  as  on  a  Mac.  The  Vista  music  playej 
isn't  nearly  as  popular  as  Apple's  iTuna 
application,  but  it  works  fine,  and  iTunel 
users  can  use  it  without  any  troubl^ 
Making  movies  is  easy,  too.  With  a  fe\ 
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tcks  I  stitched  together  three  snippets 
bm  my  digital  camera  into  a  three- 
inute  video. 

I  put  a  Vista  laptop  in  a  bedroom  on 
e  second  floor  of  my  house  and 
lplugged  the  cable  TV  line  from  the 
droom  TV  and  hooked  it  into  an 
iaptec  TV  tuner.  Then  I  ran  a  cable 
3m  the  TV  tuner  to  the  Vista  laptop, 
ith  a  few  clicks  I  installed  the  cable  TV 
ogram  guide  on  the  laptop,  and  the 
mputer  found  all  the  available  stations, 
few  more  clicks  and  the  software  was 
ady  to  record  that  night's  episode  of 
le  Colbert  Report.  It  was  as  easy  as 
ing  TiVo. 

Downstairs  in  the  living  room, 
nnecting  an  Xbox  360  to  the  TV  was 
st  as  easy.  The  Xbox  was  equipped  with 
Wi-Fi  transmitter  that  let  it  talk  to  my 
reless  home  network.  A  set  of  simple 
infiguration  steps  enabled  the  Xbox 
ild  the  Vista  laptop  to  spot  each  other 
i  the  network  and  share  data.  Every- 
fing  worked.  No  crashes,  no  reboots,  no 


blue  screen  of  death.  Stunning. 

Soon  I  was  sitting  on  my  couch  down- 
stairs, watching  TV  and  calling  up  content 
stored  on  the  laptop  upstairs— The  Colbert 
Report  episode  I  had  recorded,  followed  by 
some  live  TV  that  was  being  fed  through 
the  Vista  laptop.  Next  up:  baseball  scores 
from  the  Internet,  some  streaming  video 
from  MTV.com,  followed  by  my  own  little 
home  movie  of  my  daughter  playing  at  the 
beach  and  a  slide  show  of  photos  set  to  a 
Tchavolo  Schmitt  album  from  my 
collection. 

You  can  navigate  among  these  offer- 
ings by  clicking  through  menus  with  the 
Xbox  joystick  controller  or  the  remote 
control  that  came  with  the  Adaptec  TV 
tuner.  (I'm  old;  I  chose  the  remote.) 

The  cool  thing  was  that  with  a  single 
remote  control,  on  a  single  screen,  we 
could  "consume  media"  without  caring 
where  it  originated — on  cable,  the 
Internet  or  our  computer's  hard  drive. 
This  unified  world  of  Web,  TV  and 
homegrown  content  is  something  our 


 Technology 

kids  will  grow  up  taking  for  granted. 

For  now  Microsoft  offers  the  best 
way  to  get  a  glimpse  of  the  future — never 
mind,  for  a  moment,  that  there  are  some 
significant  flaws  in  Vista  and  that 
Microsoft  has  had  to  set  aside  $1  billion 
to  cover  the  cost  of  widespread  Xbox  360 
product  failures. 

Even  as  simple  as  Microsoft  makes  it, 
getting  everything  working  together 
shouldn't  be  the  job  of  the  user.  The  real 
fix  needs  to  take  place  on  the  back  end, 
with  cable,  telecom  and  Net  providers 
bringing  these  disparate  systems  together 
for  us,  before  they  reach  the  home. 

Apple's  try  at  the  same  grand 
unification — Apple  TV — lags  behind 
Microsoft's  method.  Microsoft's  system 
supports  high-definition  video;  Apple 
TV  does  not.  The  Xbox  360  can  play 
DVDs  and  music  CDs;  Apple  TV  has  no 
slot  for  reading  discs.  And  Xbox  360 
plays  videogames,  something  you  can't 
do  with  Apple  TV. 

So  who's  the  cool  guy  now?  F 
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A  new  journey: 
Red  Brick  Road 
partners  Paul 
Hammersley 
and  Sir 
Frank  Lowe. 


Creative  Discomfort 

With  his  latest  ad  venture  Sir  Frank  Lowe  seeks 
redemption — and  revenge  |  By  Stephane  Fitch 


SIR  FRANK  LOWE  IS  KNOWN  AS 
one  of  the  most  persuasive 
executives  in  advertising,  but  he 
didn't  have  to  pour  on  the 
charm  to  pull  off  one  of  the 
biggest  account  swipes  in  U.K.  ad  history. 
Shortly  after  his  noncompete  agreement 
expired  with  Interpublic  Group,  the  ad 
holding  company,  he  approached  top 
brass  at  Tesco  in  late  2005.  "I  said,  'I've  got 
a  list  of  people  who'd  join,  and  I've  got 
some  lawyers,  and  I've  got  some  money, 
and  I'd  like  to  have  some  of  your 


account,'"  Lowe  recalls.  "Four  days  later 
Tim  Mason  [now  chief  of  Tesco's  U.S. 
operation]  rings  me  up  and  says,  'We'll 
move  the  whole  [U.K.]  account.'" 

The  shift,  in  an  industry  where  mar- 
keters usually  make  ad  agencies  audition  for 
months  for  big  advertising  accounts,  was 
shocking.  Tesco's  S80  million  (billings)  ad 
account  had  been  handled  by  Lowe  World  - 
wide's  London  office  for  16  years. 
Interpublic  bought  the  agency  in  1991  and 
shoved  Lowe  out  the  door  in  2003.  In 
stealing  a  major  client  from  his  former 


agency,  Lowe  trumpeted  his  return  to  tr 
ad  business  after  a  two-year  absence. 

His  comeback  had  all  the  dram 
industry  watchers  expect  of  Lowe,  oil 
of  the  advertising's  most  flamboyar 
executives.  He  started  his  new  Londo 
agency,  the  Red  Brick  Road,  wit 
five  former  colleagues,  including  thre 
from  Lowe  London  who  left  big  year-en 
bonuses  on  the  table  to  join  Lowe,  6^ 
before  the  end  of  2005.  "Frank's  greati 
skill  is  to  get  people  to  do  things  th 
wouldn't  otherwise  do,"  savs  Paul  Hair 
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mersley,  agency  managing  partner. 

With  a  67-person  ad  shop  that's  unfet- 
tered by  ties  to  a  publicly  held  parent, 
Lowe  insists  his  creative  department  can 
come  up  with  attention-getting  TV,  Web 
and  print  ads  that  you  wouldn't  see  from  a 
giant  ad  company.  A  TV  spot  created  for 
Heineken,  another  Red  Brick  Road  client 
with  old  ties  to  Lowe's  former  agency, 
is  generating  chatter.  The  commercial 
features  a  beer  drinker  who  is  able  to  dig 
into  a  lobster  in  a  posh  restaurant  only 
after  imagining  catching  the  crustacean 
having  steam)'  sex  with  the  man's  date. 

Interpublic,  needless  to  say,  is  not 
thrilled  with  Lowe's  comeback.  The  hold- 
ing company  complained  in  an  arbitration 
case  in  New  York  last  year  that  Lowe  used 
"confidential  and  proprietary  information 
related  to  clients  and  agency 
personnel"  in  a  campaign  to 
woo  its  executives  to  his  new 
firm.  Lowe  responded  with  a 
civil  lawsuit  in  the  New  York 
Supreme  Court.  Lowe  spent 
$750,000  on  the  litigation, 
which  has  been  settled  on 
undisclosed  terms. 

But  Lowe  clearly  hopes  to 
continue  thumbing  his  nose 
at  his  former  bosses.  He  says 
he  regrets  ever  selling  out  to 
the  holding  company.  Over 
the  years  Lowe  made  no 
secret  of  his  disdain  for  pub- 
licly held  ad  firms.  "[They]  all  have  one 
end:  That's  to  make  money  for  their  share- 
holders, not  to  make  advertisements  for 
consumers,"  says  he. 

Lowe  says  he  and  his  five  cofounders 
at  Red  Brick  Road  are  equal  partners, 
each  with  a  15%  stake.  Together  they 
kicked  in  less  than  SI  million  to  get 
going.  Barclay's  gave  the  agency  a  S2  mil- 
lion line  of  credit  on  the  strength  of  its 
relationship  with  Tesco.  The  agency  broke 
even  on  S14  million  in  revenue  last  year. 
Hammersley  expects  it  to  bring  in 
S20  million  in  revenue  this  year  after  win- 
ning ad  business  from  Sky  Networks,  a 
group  of  TV  channels  operated  by  satellite 
broadcaster  British  Sky  Broadcasting,  and 
Gala  Coral,  a  British  casino-and-bingo- 
hall  chain.  The  agency  collects  hourly  fees 
plus  a  bonus  if  its  ads  are  proved  to  boost 
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the  client's  top  line.  Hammersley  aims  to 
have  a  20%  Ebitda  margin.  Interpublic 
eked  out  a  2.7%  margin  last  year. 

Lowe  became  famous  for  his  panache 
and  outspokenness  in  the  1970s,  when  he 
was  the  managing  director  of  Collett 
Dickenson  Pearce.  An  arrogant  rascal,  he 
has  fired  clients,  including  Unilever,  when 
marketing  executives  disagreed  with  him. 
"The  chairman  of  Unilever  said  to  me, 
'We  can  only  trust  what  we  can  measure,'" 
Lowe  recalls,  rolling  his  eyes.  "Well,  too 
bad,  that,  because  that's  probably  why  RCA 
rejected  the  Beatles." 

Alan  Parker,  the  film  director  who 
worked  with  Lowe  in  the  1970s,  once  wrote 
that  there  was  "nothing  more  scan'  than 
Frank  with  a  glass  full  of  Krug,  a  handful 
of  Valium  and  a  mouthful  of  opinions." 


Lobster  love 
in  London,  a 


:  In  a  recent  TV  spot  from  Sir  Frank  Lowe's  Red  Brick  Road 
lusty  crustacean  romps  in  a  tub  with  a  man's  date. 


The  big  mouth  helped  get  him  sidelined 
In  the  1990s  Lowe  made  a  practice  of  trash- 
ing as  cowards  colleagues  and  peers  w  ho 
churned  out  dull  ads.  Advertising  award 
shows  were  a  famous  platform  for  him,  but 
he  also  is  remembered  for  delivering  a 
rambling  critique  of  another  (less  creative) 
Interpublic  agency  at  a  party  meant  to 
celebrate  the  anniversary  of  its  merger  with 
his  old  agency. 

But  Lowe  came  across  as  a  hypocrite. 
In  a  short  memoir  written  in  2002  he 
griped  that  "foolish"  ad  execs  often  lose 
touch  with  their  audience  by  moving  "to 
a  large  property  in  the  country  as  far 
away  as  possible  from  the  consumers 
they  are  talking  to."  Lowe  spends  much 
of  the  year  in  a  chateau  in  the  South  of 
France.  And  as  he  chided  agency  hold- 
ing companies  for  caring  more  about 


money  than  advertising — he  delivered 
one  such  speech  while  his  chauffeur 
stood  at  his  side  with  an  ashtray — tbd 
cigar-chomping  Brit  spent  lavishly  on 
office  furniture  and  acquisitions  outside 
the  ad  business. 

Lowe  also  didn't  win  any  brow: 
points  for  pushing  his  employer  in 
sports  marketing,  acquiring  sports  team 
and  go-carting  ventures,  among  othersj 
Bundled  into  a  unit  called  Octagon,  so 
of  the  acquisitions  proved  disastro 
SI 94  million  for  Brands  Hatch  Leisun 
Group,  which  was  supposed  to  take  ovei 
the  prestigious  British  Formula  On< 
Grand  Prix.  Brands  Hatch  managers  fum- 
bled that  deal,  and  advertising  at  the  races 
plummeted.  Interpublic  took  a  S221  mil- 
lion impairment  charge  to  cover  proble 

with  Brands  Hatch  and  the 
rest  of  Octagon  in  200 
Lowe,  who  insiders  say  ha 
hoped  to  run  the  holding 
company,  left  that  year.  Philij 
H.  Geier,  the  former  Interpub- 
lic chief  executive,  calls  thi 
racetrack  deal  championed  bj 
Lowe  "the  biggest  mistake 
ever  made  at  IPG." 

Lowe  won't  discuss  Octa 
gon.  He  says  he  named  hi 
new  agency  the  Red  Brid 
Road  because  he  recalls  tha 
in  L.  Frank  Baum's  Wizard  a 
Oz  series,  "Dorothy  is  toll 
the  red  brick  road  will  lead  to  a  curiou 
land  with  curious  people."  But  Low 
seems  to  have  toned  down  his  act.  Th 
man  who  was  once  known  for  askim 
agency  execs  to  chit-chat  with  a  stuffe 
animal  keeps  little  more  than  a  pape 
shredder  and  a  dog  kennel  in  his  sparta 
office.  (His  favorite  escort  these  days  is 
Pekingese  named  Miss  Lizzy.)  "Frank  is 
humbled  guy,"  says  Geier. 

Others  suggest  that  Lowe,  who  live 
above  a  pub  when  he  was  growing  up  i 
Manchester,  England,  is  an  approva 
seeker  who  started  Red  Brick  Road  t 
repair  his  image.  "He  wanted  to  set  h 
legacy  right,"  allows  Hammersley. 

Lowe  says  only  that  he  wants  to  overs* 
the  creation  of  good  advertising:  "Creativr 
at  the  really  sharp  end  seems  to  flourish  whe 
people  aren't  comfortable.'' 
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Stopping  the  Nonsense 

A  rare  genetic  flaw  called  nonsense  misspelling  causes 
forms  of  cystic  fibrosis,  muscular  dystrophy  and  other  disorders.  A  new 
drug  aims  to  correct  it  |  By  Matthew  Herper 


Barbara  DeRiggi 
hopes  a  new 
drug  will  help  her 
son,  Matthew. 


k 


ATTHEW  DERIGGI  IS  S 
years  old  and  plays  basket 
ball  every  day.  But  by  thi 
time  he's  a  teenager  h« 
likely  will  be  unable  even 
to  walk  He  will  need  a  wheelchair,  then  ; 
ventilator,  and  odds  are  he  won't  survive  hil 
30s  as  his  muscles  fail  him,  his  lungs  fail  t«|iit 
inflate  and  his  heart  eventually  is  unable  N 
keep  beating.  Matt  is  one  of  13,000  boys  ii 
the  U.S.  who  have  a  rare  form  of  muscula 
dystrophy  known  as  Duchenne. 

"We're  doing  everything  we  can  to  keei 
Matt  healthy  for  as  long  as  we  can,"  says  hi 
mom,  Barbara  DeRiggi.  "You  have  to  realia 
there  is  no  cure  out  there,  and  you  have  | 
do  as  much  as  you  can  to  find  one." 

She  has  new  hope,  however,  for  a 
experimental  drug  made  by  an  unknow 
New  Jersey  biotech  called  PTC  Therapeutic  I  j] 
It  has  helped  Matt  after  only  one  month  i 
treatment.  Though  he  can  play  sports,  he  h; 
needed  help  getting  out  of  the  family  car  fo 
a  few  years;  the  first  time  he  did  it  recent 
without  having  to  take  her  hand,  "I  though 
'Oh  my  God,  it's  working,'"  DeRiggi  says 
Richard  Finkel,  Mart's  doctor  at  Childrei 
Hospital  of  Philadelphia,  says  the  drug  seen 
to  help  other  kids  temporarily,  but  he  ca 
tions  that  parents  can  be  fooled  by  hop 
Duchenne  muscular  dystrophy,  discovered  1 
French  neurologist  Guillaume  Duchenne 
1868,  accounts  for  40%  of  the  cases  of  mi 
cular  dystrophy  in  the  U.S.  In  1987  it  becar  i 
one  of  the  first  ailments  linked  to  a  defect  I 
a  particular  gene,  but  since  then  the  ma 
treatments  have  been  limited  and  unable 
halt  the  disease's  devastating  effects. 
PTC  Therapeutics'  drug,  which  just  coi 
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eted  midstage  trials  in  38  boys,  aims  beyond 
eating  symptoms  to  target  what  went 
rong  in  the  gene  that  triggered  the  MD 
lalady.  Moreover,  while  the  patient  base  for 
uchenne  may  be  too  small  to  spark  a  billion- 
Dllar  drug,  the  PTC  chemical  could  work 
;ainst  similar  underlying  gene  flaws  in  other 
sorders  such  as  cystic  fibrosis,  hemophilia 
id  spinal  muscular  atrophy.  A  separate  PTC 
ial  involves  47  patients  with  CF. 

Duchenne  is  caused  by  misspellings  in  the 
:ne  that  tells  the  body  to  produce  a  protein 
tiled  dystrophin,  a  glue  that  helps  hold  mus- 
i  tissue  together.  This  one  gene  is  the  longest 
:  the  25,000  that  make  up  the  human 
inome,  and  it  consists  of  2.2  million  "let- 
rs"  (A,  T,  G  and  C  for  four  different  nucleic 
ids),  which  spell  out  the  recipe  for  making 
ie  muscle  protein.  A  single  misplaced  let- 
r,  caused  by  random  mutations,  can  lead  the 
:11s  to  produce  a  defective  form  of  the  glue, 
hat  leads  to  muscular  dystrophy. 

In  13%  of  Duchenne  cases,  including 
[art's,  one  particular  typo  is  the  culprit:  It  is 
Jled  a  nonsense  mutation.  A  gene  is  akin 


to  a  long  sentence  consisting  of  repeating  pat- 
terns of  those  four  letters  (A,  T,  G,  C);  the 
sequence  T-G-A  is  like  a  period  at  the  end 
of  the  sentence.  It  tells  the  body  where  a  gene 
ends.  But  in  Matt  DeRiggis  case  the  period 
is  out  of  place — it  has  been  wrongly  inserted 
somewhere  in  the  sentence.  Thus  the  set  of 
instructions  to  produce  the  muscle  protein, 
dystrophin,  isn't  read  in  full;  this  causes  the 
body  to  produce  a  defective  form  of  dys- 
trophin that  is  too  short  to  do  its  job. 

Nonsense  mutations  contribute  to  1,800 
different  genetic  diseases.  Duchenne  was 
added  to  that  lengthy  list  in  the  early  1990s. 
In  1996  David  Bedwell,  a  microbiologist  at 
the  University  of  Alabama,  Birmingham, 
found  that  an  antibiotic,  gentamicin,  could 
make  the  body's  gene-reading  software  skip 
past  the  misplaced  period  in  the  gene 
sentence  and  keep  on  reading.  For  sick  kids 
that  might  mean  producing  just  enough  of 
the  missing  dystrophin  to  stop  their  mus- 
cles from  withering. 

But  gentamicin's  severe  side  effects  of 
deafness  and  kidney  damage  make  it  unde- 


sirable for  long-term  treatment  in  children. 
FTC  was  founded  in  1998  by  Stuart  Peltz,  an 
expert  in  nonsense  mutations;  the  new  MD 
drug  was  created  in  2003  in  pursuit  of  a  less 
toxic  medicine  that  would  come  in  a  soluble 
powder  and  fix  nonsense  mutations. 

The  work  quickly  caught  the  eye  of  H. 
Lee  Sweeney,  a  University  of  Pennsylvania 
researcher  in  muscular  dystrophy.  He  per- 
suaded a  patient  group,  Parent  Project 
Muscular  Dystrophy,  to  grant  a  small 
amount  of  cash  for  preclinical  work  on  the 
PTC  medicine.  Midstage  tests  show  the  drug 
is  helping  kids  produce  more  dystrophin;  PTC 
could  seek  federal  approval  in  two  years. 

Nonsense  mutations  also  cause  10%  of 
cystic  fibrosis  cases,  and  the  PTC  drug  shows 
promise  there.  And  nonsense  misspellings  can 
cause  even  more  rare  diseases,  such  as  the  beta 
thalassemia  form  of  anemia  and  Hurler  syn- 
drome, which  causes  retardation  and  organ 
swelling  in  children.  By  targeting  nonsense 
mutations  in  general,  the  PTC  drug  one  day 
might  help  legions  of  patients  across  an  ex- 
panding array  of  rare  genetic  ailments.  F 


We  traded  more  shares1  than  anyone  last  year  and 
never  lost  sight  of  the  most  important  trade.  Yours. 

With  UBS— the  #1  share  trader  across  the  NYSE  and  NASDAQ  combined— you'll  access  unsurpassed  liquidity. 
Whether  seeking  our  electronic  trading  services  or  our  expertise  in  handling  complex  block  orders,  we  have  the 
right  combination  of  liquidity,  automation  and  insight  to  provide  value-added,  customized  trading  solutions 
ifor  institutional  clients. 

All  in  all,  it  means  you  can  be  confident  you're  getting  quality  execution  from  a  partner  who  doesn't  lose  sight 
of  your  goals. 


UBS 


You  &  Us 


lhares  traded  within  the  U.S.  per  AutEx,  2006.  In  the  U  S.,  securities  underwriting,  trading  and  brokerage  activities  and  M&A  advisor  activities  are  provided  by  UBS  Securities  LLC,  a  registered 
dealer  that  is  a  wholly  owned  subsidiary  of  UBS  AG,  a  member  of  the  New  York  Stock  Exchange  and  other  principal  exchanges,  and  a  member  of  SIPC.  ©  UBS  2007.  All  rights  reserved. 


TOUGHI 


trepreneurs 

ING  IT  Out 


Fighting  Form 

Olga  Slutsker  isn't  afraid  to  flex  muscles  to  stay  on  top  of  Russia's 
booming  health  club  business  |  By  Heidi  Brown 


Russia's  elite  knows  the 
public  face  of  Olga  Slutsker,  a 
onetime  Soviet  fencing  pro  and 
now  owner  of  the  nation's 
largest  chain  of  health  clubs. 
Details  of  her  private  life — and  exactly  how 
she  muscle-built  her  $100  million  (sales) 
business— are  another  matter.  The  42-year- 
old  Slutsker  lives  with  her  husband, 
Vladimir  (a  wealthy  man  in  his  own  right 
from  commodities  and  banking),  and  two 
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small  children  on  a  landscaped  compound 
in  a  private  beach  community  within  the 
city  of  Moscow.  It's  guarded  by  a  security 
team  that  includes  a  roof  sniper  with  an 
automatic  rifle. 

What's  clear  is  that  Slutsker's  World 
Class  gyms,  which  charge  up  to  $5,500  a 
year,  have  nearly  30%  of  the  high-end 
market  and  count  among  their  members 
some  of  Russia's  wealthiest  and  most 
powerful  politicians.  In  April  2006  she 


sold  50%  of  her  company  for  a  report 
$50  million  to  Alfa  Capital  Partners 
private  equity  unit  of  Alfa  Group,  whi 
is-controlled  by  Russia's  sixth-richest  mt 
Mikhail  Fridman  (net  worth:  $13.5  h 
lion).  In  July  she  closed  a  deal  to  buy  eig 
Reebok-branded  clubs  in  Moscow  ai 
St.  Petersburg  for  an  undisclosed  amou 
bringing  the  total  to  47  units.  "I  am  pro 
that  I've  built  the  best-known  health  cl 
company  in  Russia,"  says  Slutsker. 
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never  got  help  from  anyone." 

Except  for  a  $250,000  startup  loan  from 
Vladimir,  which  they  both  say  she  repaid  His 
connections  didn't  hurt  A  member  of  the 
parliaments  upper  house,  appointed  by  the 
governor  of  the  Chuvash  Republic  Vladimir 
is  a  supporter  of  President  Putin,  a  pal  of 
Moscow's  mayor,  Yuri  Luzhkov,  and  a  peer  of 
Russias  richest  plutocrat,  Roman  Abramovich 
(net  worth:  $19.2  billion).  The  14-year  history 
of  World  Class  illustrates  what  it  takes  to  make 
it  as  a  big-shot  entrepreneur  in  Russia;  oppor- 
tunism, clout  and  force  of  will. 

In  the  early- 1990s  throes  of  capitalistic 
chaos,  the  nouveaux  riches  had  money  to 
spend  but  little  conception  of  a  place  where 
you  could  exercise  and  socialize.  Slutsker 


them  to  California  for  classes.  She  wanted  to 
split  with  the  Swede  but,  unsure  of  her  busi- 
ness skills,  studied  at  Moscow's  Institute  of 
Management  to  learn  how  to  run  a  company. 

What  happened  next  is  in  -dispute. 
Slutsker  claims  Bengtsson  didn't  live  up  to 
his  end  of  the  deal.  So,  she  says,  she  "ended 
the  agreement"  in  1995  without  offering  to 
pay  anything.  "It  was  never  his  club,"  she 
scoffs,  explaining  that  after  his  Swedish 
company  went  bankrupt  she  bought  his 
Russian  assets  out  of  bankruptcy  in  Stock- 
holm. Besides,  she  adds,  Bengtsson  just 
pocketed  $  1  million  she  gave  him  to  buy 
equipment — he  says  that's  absurd — and  she 
invites  him  to  sue  her  if  he  is  unhappy. 

Bengtsson  claims  his  company  was 


"I  said,  'No  bodyguards,  no  weapons  in  the  club"':  a  typical  World  Class  swimming  pool. 


discovered  health  clubs  in  1991  while  vaca- 
tioning in  Spain.  "I  couldn't  believe  the 
equipment,  the  comfort,"  she  recalls.  Two 
years  later  she  rented  a  city-owned  building 
in  a  quiet  neighborhood  of  government 
ministries.  She  needed  a  Western  partner 
who  could  train  the  staff  and  equip  the 
gym.  She  found  former  weight-lifting 
champ  Ulf  Bengtsson,  whose  small  chain, 
World  Class,  had  clubs  in  his  native  Sweden 
and  a  few  in  St.  Petersburg.  According  to 
the  three-year  contract,  the  Slutskers  would 
control  the  premises  while  Bengtsson 
would  run  the  operation,  pay  the  staff  and 
keep  the  rights  to  the  name.  The  Moscow 
club  had  sales  of  $3.7  million  in  1993,  its 
first  year,  says  Bengtsson. 

That  happy  alliance  didn't  last.  Slutsker 
says  Bengtsson  was  too  passive  and  cautious. 
She  took  charge  of  training  the  staff  and  sent 


ripped  from  him.  He  recounts  being  sum- 
moned to  Moscow  in  1995  to  join  Slutsker, 
her  husband  and  "a  man  who  was  there  to 
make  sure  the  meeting  was  serious."  Olga, 
he  says,  told  him,  "We  cried  for  you  many 
times  in  Russia,  but  we  are  not  crying  for 
you  anymore.  We  protected  you,  but  we  are 
not  protecting  you  anymore.  We're  taking 
over."  Then,  says  Bengtsson,  she  pushed 
across  the  table  a  small  piece  of  paper  on 
which  she  had  written  the  sum  she  was 
willing  to  pay — 20%  of  the  value  of  the 
company.  "I  knew  then  that  I  had  lost,"  he 
says,  his  voice  shaking.  "I  had  a  young  child, 
and  my  girlfriend  was  scared."  He  took  an 
Aeroflot  flight  to  Copenhagen  the  next 
morning.  Nonsense,  says  Olga.  Only  she 
and  a  young  lawyer  were  at  the  meeting  at 
the  club's  cafe.  Olga  claims  that  since  her 
company  was  picking  up  expenses  Ulf  was 


to  cover,  she  offered  to  lower  his  cut  of  revi 
enues  from  25%  to  5%;  when  he  declined 
she  had  the  deal  annulled. 

Slutsker  had  other  troubles.  Two  year! 
after  she  kicked  out  Bengtsson,  her  genera 
manager,  Irina  Razumova,  started  a  lowec 
priced  chain,  taking  with  her  several  train 
ers.  (Today  Razumova's  Planet  Fitness  ha 
more  locations  than  World  Class  but  ha 
the  revenue.)  When  the  1998  financial  crisi 
dented  the  business,  Slutsker  still  found  a 
edge:  She  returned  to  the  owner  of  a  builc 
ing  with  a  nightclub  who  had  turned  he 
down  and  walked  away  with  a  long-terr 
lease  at  a  deep  discount.  To  open  a  thir 
club  in  the  ritzy  Zhukovka  suburb  1 5  mik 
outside  Moscow,  she  got  a  constructio 
loan  at  favorable  terms  from  Avtobank 

Still,  getting  high-paying  customers  wj 
tough.  Gangsters  wanted  to  join,  Slutsta 
says.  To  dissuade  them  she  met  with  th 
heads  of  several  families  and  "told  them  th, 
my  neighbors  were  the  Ministry  of  Intern 
Affairs  and  Central  Bank,  and  they  woul 
want  to  see  my  list  of  members."  Even  leg 
clients  could  be  difficult.  "Someone  offere 
a  lot  of  money  to  open  the  club  early,  ar 
someone  else  wanted  me  to  close  it  early ! 
they  could  have  a  party  by  the  pool,"  sa 
Slutsker.  Several  wanted  to  work  out  wi 
their  henchmen.  "I  said,  'No  bodyguarc 
no  weapons  in  the  club  and  no  exceptio: 
for  anyone.'  I  lost  members  because  of  tha 

But  she  was  also  gaining  customei 
thanks  in  part  to  competition.  A  new  hig 
end  rival,  Orange  Fitness,  forced  Slutsker 
add  high-end  amenities  to  clubs  in  delu: 
new  apartment  buildings  going  up  aroui 
the  city:  expensive  cafes  serving  orgar 
dishes  like  baked  salmon  and  salac 
candle-filled  beauty  spas,  where  clients  c 
get  a  pedicure  and  massage  in  a  privz 
room;  free  day  care  and  tutoring  for  t 
children  of  well-heeled  members. 

Annoyances  linger.  Slutsker  say 
competitor"  arranged  for  tax  inspectors 
pay  a  visit  once  or  twice.  Retailers  are  dr 
irtg  up  the  costs  of  Moscow  real  estate.  A 
Bengtsson,  who  is  building  World  CI; 
clubs  in  hotels  around  Europe,  is  trying 
defend  his  trademarked  name  from  Alfa 
the  Baltics  and  Ukraine.  "I  told  them  ti 
bought  a  stolen  company,"  he  says.  Not 
they  claim.  In  any  event,  Ulf  has  learned  i 
to  tussle  with  Slutsker. 
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The  Internet  can't  hide  from 
the  AT&T  LaptopConnect  Card. 


Tired  of  playing  hide  and  seek  with  the  internet?  Get 
the  AT&T  LaptopConnect  Card  and  easily  access  the 
Internet  at  mobile  broadband  speeds  when  you're  out 
of  the  office,  on  the  road,  away  from  hotspots. 


>  Works  in  165  major  U.S.  markets  and  more  cities 
worldwide  than  any  other  U.S.  carrier. 

>  Send  and  receive  email,  download  large 
attachments,  and  access  corporate  systems 
at  mobile  broadband  speeds. 

>  Enables  secure  laptop  connections  to  AT&T 
BroadbandConnect  and  EDGE  networks. 


>  Fast  and  easy  set  up. 


Get  AT&T's  Global  3G 
LaptopConnect  Card  for  only 


49 


99 


with  2-year  service  agreement 
on  DataConnect  plans  $59.99 
or  higher. 


at&t 


Your  world.  Delivered. 


For  more  information,  visit  www.wireless.att.com/laptopconnect  or  go  to  your  nearest  AT&T  store. 


ge  not  available  in  all  areas.  Limited-time  offer.  Other  conditions  and  restrictions  apply.  See  contract  and  rate  plan  brochure  for  details.  Subscriber  must  live  and  have  a  mailing  address 
Ws  owned  network  coverage  area.  Up  to  $36  activation  fee  applies.  Equipment  price  and  availability  may  vary  by  market  and  may  not  be  available  from  independent  retailers.  Early 
lation  Fee:  None  if  cancelled  in  the  first  30  days;  thereafter  $175.  Some  agents  impose  additional  fees.  Sales  tax  calculated  based  on  price  of  unadivated  equipment.  Certain  email  systems 
quire  additional  hardware  and/or  software  to  access.  Service  provided  by  AT&T  Mobility.  ©2007  AT&T  Knowledge  Ventures.  All  rights  reserved.  AT&T  and  the  AT&T  logo  are  trademarks  of  AT&T 
dge  Ventures  and/or  AT&T  affiliated  companies. 
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The  Connector 

Martin  Varsavsky  is  a  rarity  in  Europe:  a  high-risk, 
early-stage  tech  financier.  He  started  in  Spain  and  now 
aims  to  go  global,  banking  on  a  honeycomb  of  friends 

By  Erika  Brown 


ON  THE  ISLAND  OF  MENORCA,  140  MILES  OFF  THE 
east  coast  of  Spain,  in  a  rustic  17th-century  house  on 
an  800-acre  farm  by  the  sea,  two  dozen  high-tech 
mavens  from  across  Europe  gathered  in  early  May  for 
a  weekend  of  networking.  They  boated,  biked,  raced 
all-terrain  vehicles  and  went  swimming  off  a  private  beach. 

Their  host  was  Martin  Varsavsky,  47,  an  Argentina-born  tech 
investor  who  built  his  fortune  on  three  companies  in  his  adopted 
home  of  Spain.  Half  of  his  guests  hailed  from  outfits  in  which 
Varsavsky  already  had  invested,  the  other  half  from  upstarts  he 
might  back  next.  He  typically  places  small  bets  at  the  earliest, 
riskiest  stages— common  in  Silicon  Valley  but  an  anomaly  in 


Europe — and  invites  people  at  those  startups  to  invest  along  wi 
him  in  other  new  ventures. 

An  avid  fan  of  the  tech  scheme  known  as  peer-to-peer  nt 
working,  Varsavsky  also  excels  at  networking  his  peers.  I 
brought  this  crowd  together  on  Menorca  for  a  little  fun  and  a  lot 
dealmaking.  By  the  weekends  end  he  had  lined  up  two  more  be 
some  firms  had  allied  with  new  partners,  and  a  few  execs  h 
agreed  to  invest  in  one  another's  ventures,  one  of  which  \v 
dreamed  up  over  a  boat  ride. 

"We  all  have  a  synchronicity.  We  think  we  are  onto  somethin 
Varsavsky  says.  "Here,  everyone  can  have  fun  and  also  brainstorr 

Now  Varsavsky  has  made  one  of  the  most  daring  bets  of  1 
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We  can't  put 
all  our  energy 
in  one  barrel. 

Preparing  for  the  new  energy  future  means  building 
a  diverse  portfolio.  So  we've  invested  more  than 
$28  billion  in  U.S.  energy  supplies  over  the  last  five 
years,  which  includes  developing  low  carbon  energy 
solutions  from  solar,  wind,  hydrogen  and  natural 
gas.  We're  also  firmly  planted  in  biofuels,  working 
with  DuPont  to  create  an  advanced  generation  of 
biofuels  made  from  corn,  wheat  and  other  crops. 
It's  a  start. 


bp 


beyond  petroleum 


bp.  com/us 


BP  Products  North  America  Inc 

s  a  trademark  of  E.I.  duPont  de  Nemours  and  Company. 


career:  Fon.  He  founded  it  last  year  to  build  a  global  Wi-Fi  net- 
work. Operating  from  Madrid,  it  has  450,000  subscribers  in  50 
countries  and  has  come  to  the  U.S.  Fon  lets  people  log  on  to  the 
Internet  from  their  laptops  or  Wi-Fi  cell  phones  and  gadgets 
anywhere  in  the  world,  using  a  cheap,  free-share  network  that 
Fons  users  have  voluntarily  formed. 

"Innovation  usually  comes  from  frustration,  something  I 
think  is  stupid  or  unreasonable,"  he  says.  "The  telcos  promised  a 
fast,  wireless  Internet,  but  they  mostly  delivered  a  slow,  walled 
garden.  Fon  is  a  movement.  It  is  a  telco  built  by  the  people." 

The  plan:  Millions  of 


individual  users  will  buy  a 
$40  router  (a  Fonera)  that 
will  handle  their  private 
business  and  also  con- 
tribute to  a  public,  open- 
to-all  sendee,  piggybacking 
on  the  Net  access  carrier 
they  now  use.  In  the  U.S. 
the  cable  industry  views 
such  service-sharing  as 
"leeching"  and  forbids  a 
customer  to  resell  Net 
access  to  others.  "Cus- 
tomers shouldn't  be  able  to 
set  up  shop  to  resell  high- 
speed access  service,"  says 
Peter  Stern,  an  executive 
vice  president  at  Time 
Warner  Cable.  Yet  Time 
Warner  has  signed  a  deal 
with  Fon  anyway.  "Our 
subscribers  want  out-of- 
home  access.  Our  deal  with 
Fon  makes  that  easy,  secure 
and  ensures  that  we  get 
paid,"  he  says. 

Fons  early  investors  include  Google,  Ebay's  Skype  phone 
service,  Sequoia  Capital  (an  early  backer  of  Google)  and  Allen  & 
Co.  That  enviable  roster  stems  from  the  vastness  of  Varsavsky  s 
network,  which  is  deep,  multilayered  and  overlapping.  His  week- 
end visitors  were  part  of  that — investment  partners,  industry 
allies,  and  benefactors  and  beneficiaries.  He  collects  them  at 
conferences  (Varsavsky  has  attended  15  this  year),  including  the 
vaunted  World  Economic  Forum  in  Davos,  Switzerland;  Google's 
annual  Zeitgeist  fest;  and  even  Allen  &  Co.'s  star-gazing,  once-a- 


Netvibes 
A  customizable  home  page. 

Technorati 
A  blog-analysis  Web  site. 

Meneame 
A  me-too  of  Digg,  which 
lets  readers  vote  for  their 
favorite  news  stories. 

Wikio 

Google  News  meets 
Technorati  and  Digg. 


MoneyTracki 

Web-basea  financial 
software  and  a  PayPal 
for  groups. 

Gspace 

Allows  people  to  store 
files  to  their  Gmail 
accounts  for  free. 


Martin  Varsavsky 
built  a  fortune 
on  three  tech 
businesses.  Now 
he's  invested 
$20  million  to 
cultivate 
entrepreneurs. 


Serial  Angel 


year  showbiz  retreat  in  Sun  Valley,  Idaho. 

On  Menorca,  Varsavsky  was  joined  by  Loi'c  Le  Meur,  ar 
adviser  to  the  new  president  of  France  and  a  Euro-blogger  wh< 
aims  to  create  a  video  site  on  games  and  gadgets.  They  met  in ; 
young  leaders'  group  at  the  World  Economic  Forum  in  2000  |a 
Also  at  the  farm  was  Rodrigo  Sepiilveda,  chief  of  French  Vpod.t\ 
which  lets  users  post  videos  to  the  Web  and  on  cell  phone  anc 
TV  screens.  Le  Meur  linked  Sepiilveda  to  Varsavsky  in  2004,  an(  lit 
two  years  later  Varsavsky  invested  in  Vpod. 

Now  Varsavsky  plans  to  back  Le  Meur's  video  site,  as  migh 

four  other  weekenders  a 


-Joost 

A  Web  site  that  lets 
you  watch  professionally 
produced  TV  shows. 

Vpod.tv 

Software  that  helps  you 
share  video  via  the  Web, 
mobile  phones  and  TV. 

Mobuzz 

A  Web-based  show 
about  technology. 

Vuze 

Allows  people  to  share 
large  digital  files  such  as 
high-definition  movies. 

Seven Load 
YouTube  meets  Flickr: 
Lets  you  store  anu 
share  digital  photos 
and  videos. 


Dopplr 
A  way  to  track 
your  friends. 

Plazes 
A  way  to  review 
the  places  you  and 
your  friends  have 
visited  or  will  go  to. 

Xing 
A  utility  for 
managing  your 
professional 
contacts. 


Varsavsky 's    retreat.  L< 
Meur  hashed  out  much  o 
the  business  plan  while  oi 
a  boat  ride  off  Menorc 
with  Sepiilveda  and  a  fev|  be 
other  Varsavsky  acolytes 
David  L.  Sifry,  the  Ion 
American  now  living  in  th 
U.S.  in  the  bunch  ani 
chairman  of  Technorati, 
widely  watched  blog-track  - 
ing  service,  was  onboanj  let 
He  had  met  Varsavsky  i  m 
Paris  in  2005  at  Les  Blog 
an  annual  Web  conferenq|;y 
that   Le   Meur  hoste 
Varsavsky  later  put  mone 
into  Technorati. 

Tariq  Krim,  founder  c  era 
Netvibes,  a  Parisian  pui  m 
veyor  of  customizab 
Internet  home  pages,  als 
was  on  the  islan 
Varsavsky  invested 
Netvibes  after  they  met 
an  after-party  that  Krii 
hosted  at  Les  Blogs.  "I've  learned  a  lot  by  watching  Martin,  ho 
he  networks,"  Krim  says.  "He  surrounds  himself  with  cool  pec 
pie.  It's  about  building  a  global  network."  Few  people  understan 
an  entrepreneur's  doubts  and  fears,  he  says.  "Martin  knows  aboi  ink 
those  things,  and  he  brings  people  together." 


23andMe 
A  search  engine 
for  your  gene  pool. 

El  Moralejo 

Wind  park. 

Sargon  Energias 
Solar  panels. 

Proesa 

Parent  company  to 
Sybilla  and  Jocomo- 
mola,  two  fashion 
houses. 


(Other:  Health  care,  fashion  and  green  tech.) 
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At  the  Menorca  weekend  they  ribbed  each  other  about  the  m 


cross-cultural  differences.  At  breakfast  one  day  Le  Meur  drew 
bead  on  the  manager  of  Fon's  business  in  Sweden — a  Swec 
named  Ola  Ahlvarsson  (who  met  Varsavsky  in  2000  at  Davos 


be 


Forbes 


i  c  om 


Everyone  talks  about  the 
world's  ecology  problems. 
Few  talk  solutions. 
We  do. 


V 


V 


Meur  wanted  to  know:  Was  it  hard  being  named  Ola  when  in 
ain?  "When  he  walks  into  a  room  people  say,  'Hola,  Ola!  Ola! 
)la!"  Le  Meur  said,  to  a  chorus  of  chuckles. 

Elsewhere,  Varsavsky  has  put  cash  into  23andMe,  a  genetic 
irch  engine  in  Mountain  View,  Calif.  It  was  cofounded  by  Anne 
ojcicki,  newly  wedded  to  Sergey  Brin,  cofounder  of  Google — 
lich  invested  in  Varsavsky  s  Fon.  Varsavsky  went  biking  with 
in  in  Sun  Valley  in  July  at  the  Allen  &  Co.  confab.  Varsavsky 
d  arrived  on  a  private  jet  with  the  two  founders  of  Joost,  a  hot 
xembourg  upstart  pushing  TV  shows  and  movies  onto  the  Net. 

Joost  was  formed  by  Niklas  Zennstrom  and  Janus  Friis,  the 
:h  duo  who  created  Kazaa,  a  Napster-like  file-sharing  service 
it  buckled  under  lawsuits,  and  then  founded  Skype,  the  Inter- 
t  phone  service  bought  by  Ebay  for  $2.6  billion  in  2005.  The 
ir  still  runs  Skype,  which  invested  in  Fon  in  February  2006. 
ey  met  after  a  Skype  manager  in  Spain  heard  of  the  Fon  plan, 
nailed  Varsavsky  through  his  blog  and  hooked  him  up  with 
c  two  founders.  Zennstrom  and  Friis  put  some  of  their  own 
;h  into  Fon,  too.  In  January  2007  Varsavsky  turned  around  and 
/e  a  cash  boost  to  Joost.  What  goes  around.  . . . 

Along  the  way  Daniel  Rimer  of  London's  Index  Ventures, 
jich  had  funded  Skype,  heard  of  Varsavsky  and  e-mailed  him. 
erested  in  getting  a  piece,  Rimer  asked  a  member  of  the  Skype 
ard,  Cisco  veteran  Michelangelo  Volpi,  to  vet  the  Fon  plans, 
lpi  gave  Fon  a  thumbs-up.  Rimer  put  Index  money  into  the 
rsavsky  venture — and  Volpi  invested  as  well. 
I  All  told,  Varsavsky  has  raised  $38  million  from  investors  in 
in  and  owns  half  of  the  equity.  Tapping  his  Davos  network,  he 
;  hired  three  Fon  execs  to  run  the  U.S.,  Sweden  and  China 
Isrations  and  a  fourth  as  an  adviser  in  Japan.  Fons  goals  are 
icredibly  ambitious,"  Rimer  says.  "Martin  has  the  type  of  per- 
liality  that  gets  people  to  buy  into  what  he's  attempting  to  do." 
f  "People  say  Fon  will  never  reach  critical  mass.  I  think  we 
ll"  says  Varsavsky,  whose  braggadocio  is  filtered  through  a 

sistent  charm.  "I  have  a  tendency  to  succeed  in  very  risky  and 
asual  endeavors.  There  is  nothing  certain  in  life." 

He  grew  up  in  Buenos  Aires.  At  age  16  he  was  expelled  from 
looI  (for  being  a  social  democrat)  and,  a  year  later,  in  1977, 
Ifled  Argentina  with  his  sister  and  his  father  amidst  a  civil  war 
It  killed  as  many  as  30,000  people.  His  teenage  cousin  was 
l.rdered.  His  mother,  divorced  from  his  father,  stayed  behind. 

"I  never  got  over  the  trauma  of  what  happened  in  Argentina," 
(■savsky  says.  "That  story  has  haunted  me  all  my  life."  By  1985 
had  graduated  from  Columbia  with  masters  degrees  in  inter- 
;  ional  affairs  and  business.  Two  years  later  he  made  his  first 
I  lion  reselling  a  building  he  fixed  up  in  downtown  Manhattan. 


In  Europe  tech  giants  dominate  and  few  little  guys  have  built 
multiple  successful  ventures.  Martin  Varsavsky  has  created 
three.  In  1991  he  launched  Viatel,  a  pan-European  telco  that 
went  public  on  the  Nasdaq  in  1994;  he  had  put  $230,000  into 
it,  and  he  sold  his  stake  later  for  $200  million.  In  1998  he  left 
Viatel  to  start  Jazztel,  a  telecom  network  listed  in  Spain,  and  in 
the  bubble  his  20%  stake  was  worth  $1  billion.  In  1999  he 
formed  Ya.com  inside  Jazztel;  the  Spanish  portal  was  sold  to 
Deutsche  Telekom  a  year  later  for  $700  million.  Varsavsky  got 
$160  million  for  his  23%  share. 

Then  tech  crashed,  and  Jazztel  itself  foundered.  The  value  of 
Varsavsky  s  piece  had  fallen  to  an  estimated  $20  million  by  time 
he  sold  it  in  2003;  his  20%  stake  had  gotten  pounded  down  to 
2%  in  a  restructuring.  An  Internet  fledgling  Varsavsky  had 
started  in  1998 — Einsteinet,  a  Web-based  software  company — 
was  sold  for  a  pittance  in  2003,  and  he  lost  $40  million.  "It  was  a 
complete  disaster,"  he  says,  calling  it  "my  black  eye  in  business." 

After  the  carnage  Varsavsky  s  worth  now  may  be  near  the 
half-billion-dollar  mark.  In  addition  to  Torrenova,  his  300-year- 
old  farm  house  on  Menorca,  Varsavsky  owns  a  92-foot-long 
yacht,  the  Aphrodite,  seaside  farms  in  Sagaponack,  N.Y.  and  in 
Uruguay,  two  multiuser  buildings  in  Manhattan,  a  pair  of  apart- 
ments in  Paris  and  homes  in  Madrid  and  Baqueira,  Spain. 

Since  2004  he  has  put  perhaps  $20  million  into  18  companies. 
Fon  could  produce  one  of  his  biggest  payoffs  yet — if  it  can  get 
past  those  restrictions  on  reselling  Internet  access.  By  2010  he 
hopes  Fon  will  power  3  million  wireless  hot  spots  around  the 
world,  split  evenly  among  the  U.S.,  Europe  and  Asia.  Fon  now 
has  140,000  active  hot  spots  in  50  countries,  including  the  Czech 
Republic,  Israel,  Japan  and  Venezuela. 

Members  of  Fon  are  classified  as  "Linuses"  or  "Bills"  (for 
Linus  Torvalds,  creator  of  free  Linux,  and  Bill  Gates  of  profit- 
hungry  Microsoft).  A  Linus  donates  bandwidth  for  the  right  to 
borrow  other  folks'  Wi-Fi  when  he  travels.  A  Bill  makes  money 
each  time  a  non- Linus  uses  his  network.  Bills  can  be  individuals 
or  retail  outlets,  such  as  Internet  cafes.  A  third  class,  "Aliens," 
never  shares  bandwidth.  They  piggyback  on  Fon  for  a  fee. 

Fon  signed  with  Time  Warner  in  the  U.S.  and  telecom  Neuf 
Cegetel  in  France,  sharing  Fon's  revenue.  Even  rival  Boingo  allied 
with  Fon  for  better  network  reach.  And  Fon  benefits  from  the 
Varsavsky  network.  Skype's  Zennstrom  and  Friis  sit  on  the  Fon 
board,  and  the  two  firms  cross-promote.  A  new  mobile  phone 
makes  Skype  caus  yia  Fon.  "One  of  our  mottoes  is  'Sharing  is 
good.'  If  people  can't  connect,  they  can't  get  in  touch,"  says 
Michael  Jackson  at  Skype. 

Martin  Varsavsky,  world-class  networker,  heartily  concurs.  F 
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You  might  not  expect  to  find  the  country's  largest  independent 
commercial  truck  tire  company  in  a  town  like  Columbia,  Miss. 
And  without  their  Hawker  850,  Jim  and  Tom  Duff,  managing 
rtners  of  Southern  Tire  Mart  LLC,  wouldn't  expect  to  either.  "There  is 
way  we  could  have  built  our  business  without  it,"  says  Tom.  "If  we 
n't  have  the  plane,  we  would  probably  be  one-third  our  size." 
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Today,  thousands  of  busi- 
nesses and  individuals  are 
discovering  what  the  Duff 
brothers  have  known  for 
years:  Business  aircraft  are 
not  merely  a  reward  for  those  who 
have  achieved  success,  they  are  the 
means  for  creating  it.  "These  jets 
are  not  just  for  rich  people  and 
large  corporations;  that's  a  miscon- 
ception," says  Bruce  Deifik,  chief 
executive  officer  of  American  Nevada 
Company. 

With  an  increasing  number  of 
ownership  options  and  plans  avail- 
able, business  aircraft  sales  are 
breaking  all-time  records,  and  not 
just  in  the  traditionally  largest  U.S. 
market.  Demand  is  really  heating 
up  in  Asia  and  the  Pacific  Rim,  says 
Jim  Schuster,  chief  executive  officer 
of  Hawker  Beechcraft  and  former 
chairman  of  the  General  Aviation 
Manufacturers  Association,  a  trade 
group  representing  global  air- 
craft manufacturers.  "We're  seeing 
tremendous  worldwide  growth,"  he 
says.  "These  business  aircraft  really 

FLIGHT  LOG 


are  giving  companies  of  all  sizes  a 
competitive  edge."  As  one  business 
consultant  emphasizes,  "Putting 
people  together  with  opportunity 
just  can't-  be  done  on  an  airline 
schedule." 

FROM  40,000  FEET, 
THE  FORECAST  IS  CLEAR 

With  access  to  more  than  5,000 
airports  in  the  U.S.,  serving  local 
communities  with  incredible  effi- 
ciency, a  company  plane  lets  execu- 
tives focus  on  where  to  land  the 
next  big  deal  instead  of  on  where  to 
land.  But  getting  there  faster  is  just 
the  beginning.  Time  aloft  can  actu- 
ally be  more  productive  than  time 
spent  in  an  office.  Cabins  equipped 
with  high-tech  electronics  allow 
passengers  to  stay  connected  to  the 
world  below.  And  they  can  use 
valuable  transit  time  to  conduct 
important  confidential  business.  Try 
doing  that  in  seat  24B.  "The  jet  is 
essentially  a  mobile  office.  We  can 
plan  our  strategy  and  have  conver- 
sations that  you  wouldn't  consider 


on  a  commercial  airline  flight,"  saw 
Brad  Jenkins,  who  grew  his  cutting 
edge  telecommunications  compani 
to  nearly  $13  million  in  annual  rew 
enues  in  just  four  years. 

The  Enlightened  Business  Travel^ 
is  your  insider's  guide  to  the  even 
evolving  cornucopia  of  business  ain 
craft  benefits.  It  helps  sort  oil 
industry  complexities  that  ofte 
keep  even  the  most  enthusiastic  neJ 
prospects  grounded.  It  details  tH 
wide  range  of  aircraft  types,  fron 
large-cabin  jets  to  planes  you  cal 
fly  yourself,  and  presents  the  nei 
and  surprising  ways  your  businea 
can  access  them.  Most  important 
it  demonstrates  how  org-anizatior 
and  individuals  across  a  broa 
business  spectrum  are  counting  o 
private  aircraft  to  give  them 
competitive  advantage  in  today 
demanding  global  marketplac 
Business  aircraft  are  no  longer  ju 
the   prize   for   those   who  ha\ 
reached  the  top.  Now,  more  thai 
ever,  they  are  the  tool  that  can  gl 
you  there. 


Highway  in  the  Sky  Keeps  Truckers  on  the  Road 

With  the  closest  commercial  airport  two  hours  from  its  Columbia,  Miss.,  headquarters,  and  with 
company  stores  and  customers  in  small  towns  spread  across  eight  states,  the  Duff  brothers, 
managing  partners  of  Southern  Tire  Mart  LLC,  knew  their  customers  wouldn't  be  the  only  ones 
with  transportation  challenges.  Keeping  in  close  touch  demanded  the  speed  and  agility  that 
only  a  business  aircraft  could  provide. 

"In  this  business,  it's  not  a  one-shot  deal  with  a  customer.  It's  a  relationship,  it's  a  partnership," 
explains  Tom  Duff. "We  don't  have  a  lot  of  middle  management,"  he  adds."We  like  to  be  out  there 
ourselves,  and  nothing  beats  face-to-face  involvement  with  a  customer  on  a  regular  basis."  But  when  customers  are  in  small  towns 
like  Fort  Smith,Ark.,  Springdale,  Miss.,  or  Lubbock, Tex.,  and  you're  based  in  Columbia,  Miss.,  an  airline  schedule  just  won't  allow  for  it 
Tom  and  Jim  Duff  needed  a  better  way.  Starting  with  a  fractional  share,  they  quickly  switched  gears  to  outright  own 
ership  as  they  discovered  how  effective  a  business  aircraft  could  be.  Now  they're  flying  an  astonishing  350  hours  annually 
in  their  Hawker  Beechcraft  Hawker  850,  and  still  making  it  home  in  time  for  supper.  "Tom  and  I  can  go  to  one,  two  or  even 
three  stores  a  day,  see  a  couple  of  customers  and  be  home  that  night,"  points  out  Jim.  And  since  both  have  families  with 
small  children,  that's  a  huge  priority. "What  value  do  you  put  on  that?"  asks  Jim. "Without  the  plane,  we  would  be  gone  foi 
weeks."  When  an  Arkansas  company  encountered  tire  problems  on  trucks  dispatching  from  its  Texas  depot,  explains  Jim 
"We  took  the  plane,  picked  [our  customer]  up  in  Little  Rock,  Ark.,  and  landed  in  Laredo, Tex.,  an  hour  and  a  half  later.  W( 
had  uninterrupted  time  with  him  on  the  flight,  discussed  the  problem,  found  a  solution,  got  the  trucks  back  on  the  roac 
and  had  him  home  that  evening." 

"When  a  customer  needs  to  see  you,  you  can't  say, 'Well,  that's  not  good  for  me.'  We  have  the  flexibility  to  be  there,"  says  Jim 
"What  would  it  cost  us  if  we  didn't  have  that  plane?  It's  the  cost  of  missed  opportunity. That's  something  that  a  lot  of  companies 
may  not  consider.  An  airplane  is  a  mandatory  business  tool  for  us.  We  couldn't  grow  as  we  have  without  it." 


ONLY  NET) ETS  HAS  THE 
GLOBAL  INFRASTRUCTURE 
TO  FLY  YOU  VIRTUALLY 
ANYWHERE  YOU  WANT, 
ANYTIME  YOU  WANT 


6,700  EMPLOYEES 
670  AIRCRAFT  AND  GROWING 
14  AIRCRAFT  TYPES 
2  GLOBAL  OPERATING  CENTERS 
370,000  FLIGHTS  ANNUALLY 
220,000,000  MILES  FLOWN  ANNUALLY 
150  COUNTRIES  VISITED 
2,400  AIRPORTS  VISITED 
40,000  UNIQUE  CITY  PAIRS 
4  HOUR  MINIMUM  NOTICE 
24  HOURS  A  DAY 
7  DAYS  A  WEEK 
365  DAYS  A  YEAR 
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MANAGING  THE  DEMANDS 
OF  AIRCRAFT  OWNERSHIP 


w 


hile  tens  of  thou- 
sands of  companies 
and  individuals  have 
recognized  the  value 
and  need  for  busi- 
ness aircraft,  many  lack  the  experi- 
ence, resources  or  inclination  to 
sustain  an  in-house  flight  operation 
of  their  own.  That's  why  a  new 
generation  of  owners  is  turning  to 
professional  aircraft  management 
firms  to  take  care  of  these  essen- 
tial needs.  "Outright  ownership 
requires  a  considerable  infrastruc- 
ture, so  often  it  makes  more  sense 
to  hire  an  expert,"  says  Jake 
Cartwright,  president  and  chief 
executive  officer,  TAG  Aviation, 
USA.  "That  way,  you  can  retain  a 
laser  focus  on  your  core  business," 
he  points  out. 

TAG,  one  of  the  world's  leading 
aircraft  management  companies,  is 
currently  managing  over  50  inde- 
pendent flight  operations  across  the 
nation  and  more  than  140  aircraft 
around  the  world.  Experience 
aside,  TAG's  tailored  management 
approach  is  distinctive.  "Each  client 
operation  is  run  like  a  virtual  in- 
house  flight  department,"  explains 
Director  of  Fight  Operations  Lynn 
Dreifus.  "And,  uniquely  in  TAG's 
case,  the  exclusively  dedicated 


client  aircraft  manager  (CAM)  has 
the  freedom  to  mold  the  operation 
to  perfectly  fit  the  need."  But 
although  CAMs  function  independ- 
ently, they  also  have  access  to 
TAG's  extensive  worldwide  resources 
and  an  around-the-clock  support 
network  including  meteorologists, 
flight  dispatchers  and  maintenance 
experts,  in  addition  to  volume 
discounts  on  fuel,  crew  training 
and  insurance  purchases,  and  even 


"We're  stronger  and  more  capable  because  we  can  reach 
people  that  we  couldn't  otherwise  reach.  Where  would 
we  be  without  the  plane?  I  really  don't  know." 
Dick  Haworth,  Chairman,  Haworth,  Inc. 


backup  airplanes  when  yours  is 
for  maintenance.  Dreifus  points  a 
that  TAG  can  also  arrange  to  ha) 
the  aircraft  chartered  when  n 
otherwise  in  use,  and  those  charl 
revenues  can  offset  a  portion 
ownership  costs. 

The  primary  reason  to  partn 
with  a  top-quality  manageme 
firm  is  to  gain  the  highest  standar 
for  safety,  maintenance  and  open 
tions.  Like  only  a  small  cadre  of  I 
best,  TAG's  40-year  safety  record! 
unblemished,  and  its  safety  sta 
dards  not  only  lead  the  industi 
they  meet  or  exceed  those  of  ti 
world's  top  airlines.  "This  is  part 
our  total  company-wide  custom) 
commitment  and  dedication 
safety,"  says  Cartwright.  "You  nej 
to  provide  the  highest  level  of  p( 
sonal  attention  to  the  customei 
well-being  as  well  as  considerate 
for  their  time." 
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Bringing  Customers  to  the  Front  Door 

In  1 948,  high  school  teacher  G.W.  Haworth  founded  a  small  wood  products  business  in  his 
garage.  Now  a  multibillion-dollar  global  leader  in  adaptable  workspace  environments  and 
office  building  interiors,  Haworth,  Inc.,  has  gone  from  the  garage  to  the  Gulfstream. "Our  prod- 
uct is  really  a  business  tool  for  helping  an  organization  accomplish  its  mission  more  effectively," 
explains  Chairman  Dick  Haworth.  And  to  help  Haworth,  Inc.,  accomplish  its  mission  more 
effectively,  the  company's  Gulfstream  G450,  which  flies  an  incredible  600  hours  per  year,  is 
the  ultimate  business  tool  to  literally  bring  customers  to  the  door. 
With  its  headquarters  tucked  away  in  Holland,  Mich.  —  nearly  a  full  day's  commercial  trek  from  almost  anywhere  in  the  nation  — 
Haworth,  Inc.,  has  relied  on  business  aircraft  for  over  30  years.  It's  not  alone.  Many  firms  in  similar  locations  have  also  made 
business  aircraft  an  invaluable  part  of  a  growth  strategy  that  demands  direct  access  to  the  marketplace. 

For  the  company's  hallmark  large-scale  office-design  projects,  Haworth  points  out, "We  have  to  get  involved  at  early  planning 
stages  with  high-level  decision  makers. These  are  not  easy  people  to  access.  [With  the  Gulfstream]  we  pick  them  up  in  the  morn- 
ing, spend  the  day  with  them  and  have  them  home  at  night.  We  can  bring  customers  to  us  so  they  can  better  understand  our 
capabilities,  and  we  can  bring  our  people  to  the  customer  so  we  can  better  understand  their  culture,"  he  explains. "We  have  the 
ability  to  do  things  that  you  just  couldn't  accomplish  any  other  way." 

With  the  G450's  Manhattan-to-Moscow  range,  anywhere  across  North  America  is  an  easy  nonstop  trip.  That  keeps  managers 
in  close  contact  with  Haworth,  Inc.'s  manufacturing  facilities  and  showrooms  around  the  nation  and  the  world,  most  in  places  you 
don't  find  on  airline  schedules. 

The  Gulfstream's  large  cabin  adds  another  dimension  to  the  selling  process  by  making  it  convenient  and  comfortable  for 
clients,  architects,  designers  and  contractors  to  have  open  discussions.  "It's  a  great  way  to  get  to  know  people,"  Haworth  under- 
scores. "Aboard  the  aircraft,  you're  building  the  relationship  and  you're  getting  to  understand  your  customer,  and  they're  getting 
to  understand  you  far  better.  So,  travel  time  is  really  wonderful  time." 
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CHARTER 

The  On  Ramp  to  Business  Aircraft  Benefits 


w 


44  %   %  /    /   hen  you  have  access 
to  [a  private  air- 
craft], it  changes  the 
way  you  do  business 
and  live  your  life," 
explains  radio  personality  and  finan- 
cial consultant  Tom  Sullivan.  "Until 
you  experience  it,  you  just  can't 
imagine  what  it's  like." 

Ready  to  see  for  yourself? 
Charter  may  be  the  perfect  intro- 
duction to  the  many  benefits  of  private 
travel  and  the  most  cost  effective. 
There's  no  capital  investment  or  long- 
term  commitment  to  consider.  You 
simply  pay  as  you  go  and  enjoy 
increased  comfort  and  convenience,  all 
on  your  own  schedule.  Charter  is  typ- 
ically the  least  expensive  route  to  busi- 
ness aircraft  benefits,  especially  when 


traveling  round-trip.  Depending  on  the 
length  of  the  flight,  that  can  often 
mean  a  return  two  or  three  days  later. 

According  to  Gil  Wolin,  vice 
president,  corporate  communica- 
tions, TAG  Aviation,  USA,  charter 
demand  has  never  been  greater. 
"What's  really  driving  interest,  in 
addition  to  the  inconvenience  of  get- 
ting to  an  airline  gate,  is  the  fact 
that  companies  are  increasingly  rec- 
ognizing the  value  of  employee  time 
at  all  levels,  and  they  are  also  real- 
izing that  hard-working  travelers 
need  a  home  life  too,"  he  says. 
"So  while  the  private  jet  is  a  great 
tool  for  making  business  more  effi- 
cient, it  will  also  get  you  back  to 
your  family  at  night." 

With  more  than  a  thousand 


jet  charter  companies  operatir 
throughout  the  U.S.,  however,  it! 
hard  to  know  which  ones  to  trus 
And  despite  the  fact  that  they  a 
carry  an  FAA  certificate,  safei 
standards  widely  differ,  points  oi 
Wolin.  Crucial  criteria  for  ere 
training,  maintenance  progran 
and  aircraft  equipment  vary  sul 
stantially.  To  be  assured  of  the  bes 
Wolin  suggests  turning  to  indepen< 
ent  safety  auditors  such  as  Wyvei 
or  ARG/US  for  detailed  review 
But  that  requires  time  and  researc 
because  of  its  enviable  reputatio 
decades-long  history  and  its  ovi 
industry-leading  safety  standard 
TAG  can  also  direct  you  to  the  ve: 
best  charter  experience  nationwit 
and  around  the  world. 


HAWKER  400XP 


Tired  of  dropping 

money  on  fuel? 


AVERAGE  FUEL  COST  PER  HOUR* 


Competition: 

$1,246 

Avantair: 

$287 

*Fuel  numbers  based  on  second  quarter 
2007  fractional  industry  fuel  costs. 


Avantair  will  not  only  line  your  pockets  with  the  extra  77% 
of  the  money  you  have  been  spending  on  fuel,  we'll  do  it  without 
compromising  anything.  Surprised?  Actually  the  Avanti  P.180  offers 
more  comfort  than  the  Hawker  400XP,  with  a  cabin  that  is  over  a 
foot  taller  and  wider.  The  P.180  is  the  perfect  combination  of  safety, 
performance,  fuel  efficiency,  comfort  and  value.  —  Call  today  to 
experience  for  yourself  what  our  competition  doesn't  want  you 
to  find  out  about  —  Avantair,  in  a  class  all  our  own. 


avantair 


p.180 
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FRACTIONAL  OWNERSHIP 

Part  of  the  Plane,  All  of  the  Gain 


How  about  a  jet  of  your 
own,  but  only  when  you 
need  it,  all  for  a  fraction 
of  the  cost  of  a  whole 
aircraft?  That's  the  lever- 
age and  benefit  of  fractional  ownership. 
Instead  of  buying  an  airplane,  you're 
really  buying  time.  You  purchase  the 
annual  flight  hours  required  and  gain 
guaranteed  anytime,  anywhere  access, 
and  the  freedom  to  upgrade  or  down- 
grade to  larger  or  smaller  aircraft 
whenever  it  makes  sense. 

In  three  easy  steps,  you're  ready  for 
takeoff.  You  invest  in  a  share  of  the 
aircraft  of  choice  —  typically  a  one- 
sixteenth  or  one-eighth  share,  equal  to 
50  or  100  hours,  then  pay  monthly 
management  fees  for  upkeep  and 
maintenance  and,  finally,  a  per-flight- 
hour  charge  for  time  spent  aboard. 
You  enjoy  the  tax  benefits  of  owning, 
actually  gain  greater  advantages,  and 

FLIGHT  LOG 


"A  lol  of  our  competitors  are  larger  and  have  more 
resources.  To  compete  effectively  we  need  to  outwork, 
oulthink  and  oulprice  them.  Fraetional  ownership  allows 
us  to  do  that." 

East  Coast-Based  Management  Consultant 


wherever  you  find  yourself,  your 
plane  is  just  a  phone  call  away. 

New  financial  options,  such  as  lease 
programs  eliminating  any  major  capi- 
tal investment  or  market  risk,  are 
making  fractional  ownership  even  more 
attractive.  And  at  the  end  of  the  lease 
term  —  often  as  little  as  24  months  — 
you  just  walk  away.  Currently  there  are 
five  major  fractional  ownership  compa- 
nies offering  unique  services  and  bene- 
fits. While  each  provider  differs  in  terms 


of  aircraft  and  program  features,  ea 
one  is  recognized  for  consummate  A 
consistent  adherence  to  the  high 
safety  and  service  standards. 


NETJETS  SETS  THE  COURS 

Backed  by  Berkshire  Hathaway,  N 
Jets  invented  fractional  ownership 
remains  the  world's  largest  provij 
with  the  broadest  global  coverage 
the  most  diverse  fleet  of  aircraft 
owners.  The  entire  global  fleet  boa 


Juggling  Multiple  Businesses  and  Growing  Family  Demands 

Raul  Fernandez,  a  successful  developer  and  investor  in  leading  technology  companies,  has  philan 
thropic  interests  and  business  that  take  him  around  the  world,  a  growing  family  at  home  and  a  pas 
sion  for  supporting  the  Washington  Capitals  NHL  team  he  co-owns.  Now,  he's  making  a  new  kin 
of  investment  in  productivity  and  efficiency  with  fractional  shares  in  three  different  NetJets  aircral 
As  chairman  and  chief  executive  officer  of  Reston,Va. -based  Object  Video,  specializing 
intelligence  video  software  and  "smart"  surveillance  systems  for  major  partners  like  EMCJyc 
and  others,  Fernandez  is  typically  on  the  go  to  critical  meetings  with  clients  and  prospec 
around  the  nation  or  abroad.  He  uses  his  1 3-seat  large-cabin  Gulfstream  G-IV  mainly  for  long-distance  flights  to  Europe  or  U 
domestic  travel  with  a  larger  number  of  associates,  but  prefers  his  super  midsize  Gulfstream  G-200  or  Dassault  Falcon  2000  f< 
coast-to-coast  trips  and  multiple-stop  marathons,  and  when  working  aloft  with  several  colleagues  is  essential. 

When  time,  itinerary  and  flight  schedules  permit,  he  flies  commercially,  but  the  ability,  to  operate  on  a  tight  schedule,  fly  wi 
key  people  and  use  their  time  effectively  really  pays  off,  Fernandez  emphasizes.  "Availability  of  your  aircraft  virtually  anywhere 
an  important  benefit,"  he  says.  And  although  not  inexpensive,  the  cost  pales  in  comparison  to  the  value.The  privacy  and  comfc 
that  allow  for  client  discussions  in  a  unique  setting  is  highly  conducive  to  deal  making,  he  says. 

"I've  also  used  NetJets  in  Europe,  and  it's  been  fabulous.There  are  a  lot  of  small  towns,  and  I've  been  able  to  fly  direct  and  mal 
the  most  of  a  quick  trip  to  Europe,"  he  says.  While  the  fleet  size  maximizes  his  flexibility,  he  particularly  values  NetJets'  unsurpasse 
attention  to  safety  and  service/They'll  do  anything  possible  for  you,  and  their  responsiveness  is  outstanding,"  says  Fernandez.  He  cc 
schedule  an  afternoon  meeting  a  thousand  miles  away, "complete  work  in  my  office,  be  on  the  plane  within  minutes,  and  litera 
get  home  before  the  sun  sets,"  he  says.'lt's  a  treat  for  me,  my  colleagues  and  our  families.  It's  a  luxury  that  you  can't  even  describe 
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WE  GIVE  YOU  MORE  THAN 
YOU  EXPECT. 


At  Flight  Options,  our  goal  is  to  give  you  more  of  what  you  want  in  a  private-jet  provider.  In  fact,  our 
Fractional  First™  ownership  and  JetPASS  Ultimate  Travel  membership  programs  were  based  directly  on 
customer  feedback.  They  told  us  they  wanted  more  simplicity,  flexibility  and  value.  And  we  delivered,  with 
industry-firsts  like  more  flight  hours  for  your  share  than  any  other  competitor,  and  a  membership  program 
that  offers  variable  hourly  rates.  To  learn  more,  call  877.703.2348  or  visit  flightoptions.com. 


flightOptions 

We  give  you  morer 


Flight  Options,  LLC  is  a  Raytheon  company. 
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Yield  of  Dreams 

Elizabeth  Rice  Grossman  achieved  overwhelming  success  as  a  Wall  Street  hedge  fund  managei 
■^^k^0^t.  Now  this  longtime  Flexjet  owner  has  switched  gears,  swapped  coasts  and  is  hedging  her  bets 

**^j^HB  that  her  fractional  share  will  allow  her  to  enjoy  retirement  with  the  same  efficiency  it  afforded 
her  in  the  fast-moving  world  of  finance. 

After  retiring,  Grossman  continued  to  pursue  her  investor  interests  and  determined  she'd 
be  traveling  frequently  to  places  where  commercial  airlines  don't  land.  Her  Learjet  share 
enabled  her  to  juggle  serving  on  boards  throughout  California  and  Washington  with  a  hectic 
schedule  following  investments  throughout  the  West.  Later  she  added  a  second  share  in  a  large-cabin  Challenger  604,  neces- 
sary for  her  long-term  work  in  Hawaii  and  additional  bi-coastal  travel."!  love  the  convenience,"  she  says. 

Once  devoted  to  a  hefty,  high-powered  "retirement"  career,  Grossman  is  taking  stock  of  her  life  in  a  completely  different  fashion. 
She  now  finds  herself  with  new,  pint-size  loyalties  —  and  for  that,  her  Flexjet  shares  are  paying  off  as  an  excellent  personal  invest- 
ment."! have  three  young  grandchildren,  and  to  be  able  to  go  see  them  whenever  I  want  to  or  send  the  plane  to  bring  them  back 
here  is  a  gift,"  she  says.Trips  throughout  the  mountain  states  and  Mexico  to  visit  friends,  relatives  and  places  she's  always  dreamed 
of  would  never  have  been  possible  on  her  very  constrained  schedule  without  the  flexibility  to  fly  direct  to  smaller,  local  airports. 

Enjoying  the  new  pace  of  life  on  her  rural  farm  in  Southern  California's  Ventura  County,  where  the  closest  commercial  airport 
is  more  than  an  hour's  drive  while  her  own  plane  is  minutes  away,  Grossman  is  infinitely  grateful  for  this  luxury. "It's  not  inexpen- 
sive, but  it's  definitely  worth  it,"  she  says. "It's  value  added  to  your  whole  life  experience.  I  feel  so  lucky  to  be  able  to  spend  so  much 
time  with  my  family.  In  the  end,  isn't  that  what  we  work  for?  It  doesn't  get  any  better  than  that." 


more  than  670  jets  representing  14 
different  aircraft  types,  from  the 
seven-seat,  small-cabin  Cessna  Cita- 
tion Bravo  to  the  Boeing  BBJ  with  1 8 
seats  and  a  bedroom.  That  variety  is 
something  Alan  Fabian  appreciates. 
His  consulting  firm,  specializing  in 
performance  management  solutions, 
owns  a  share  in  a  Netjets  Gulfstream 
G-IV,  which  provides  the  ability  to 
move  a  team  of  eight  anywhere  in  the 
nation.  Fabian  can  also  select  a  smaller 
aircraft  when  fewer  passengers  are 
flying.  As  someone  dedicated  to  help- 
ing others  achieve  greater  efficiency, 
Fabian  not  surprisingly  sees  his  frac- 
tional share  as  a  critical  tool,  not  to 
mention  the  best  target  marketing 
money  can  buy.  "The  plane  gives  us 
access  to  people  we  may  not  be  able 
to  spend  time  with  ordinarily,"  he 
says.  "It's  been  indispensable." 

The  only  international  fractional 
provider  with  independent  fleets 
based  in  Europe  and  the  Middle  East, 
Netjets  allows  U.S.  owners  to  coordi- 
nate international  commercial  flights 
seamlessly  with  their  Netjets  flights 
throughout  Europe  or  the  Middle  East. 
International  owners  gain  the  same 
opportunity  when  visiting  the  U.S. 


FLEXJET  ADDS  NEW  FLEX  TO 
FRACTIONAL  OWNERSHIP 

How  does  a  small,  independent  firm 
compete  effectively  with  "the  big 
guys?"  Real  estate  developer  H.J. 
Brody  will  tell  you  the  travel  flexibility 
and  efficiency  he  gains  with  Bom- 
bardier Flexjet  fractional  ownership 
means  he  can  respond  to  opportunities 
and  client  needs  far  better  than  a  firm 
many  times  larger. 


Backed  by  global  aerospace  gia 
Bombardier,  the  Flexjet  fleet  incluc 
the  Learjet  40XR,  45XR,  the  mids 
60XR,  the  wide-body  Challenger  3' 
and  the  intercontinental-range  Chj 
lenger  604  fully  equipped  wi 
DirecTV  and  satellite  communication 
While  the  typical  fractional  ownersh 
contract  is  five  years,  Flexjet  also  offfl 
a  two-,  three-  or  four-year  "WalkAw; 
Lease"  program,  eliminating  significai 


The  WORLD'S  FINEST  super-midsize  business  jet 

IS  ALSO  THE  WORLD'S  MOST  DESIRED. 


wrse  this  magnificent  aircraft  can  carry  eight  passengers  in  stand-up,  stretch-out  comfort.  But  what  really 
a  CEO's  blood  pumping  is  the  ability  to  chase  down  opportunity  wherever  it  lies,  whether  that  means 
ng  three  cities  in  a  single  day  or  crossing  the  continent  on  a  moment's  notice.  Find  out  why  so  many 
;ssful  business  people  long  to  own  a  Hawker®  4000.  For  more  information,  call  +1.31 6.676.0800  or  visit 
cerbeechcraft.com. 
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"The  plane  is  a  business  tool  for  us.  It  helps  us  build  key 
relationships  and  generate  additional  revenues.  After  thri 
days  of  being  on  the  plane  lull  time,  we  have  gotten  more 
accomplished  than  the  average  person  could  do  in  a  week| 
Tom  Duff,  Managing  Partner  Southern  Tire  Mart,  LLC. 


capital  investments  and  concern  over 
asset  market  risk.  That  makes  it  even 
easier  to  step  aboard. 

Brody  purchased  shares  in  a  Lear  40 
and  a  Lear  45,  and  still  has  the  option 
to  upgrade  to  a  larger  Challenger  as 
needed.  Since  he  routinely  exceeds  his 
100  hours  of  annual  flight  time,  he  takes 
advantage  of  "Versatility  Plus,"  a  unique 
Flexjet  program  that  allows  owners  to 
buy  or  sell  hours  through  an  owners' 
exchange  pool.  Other  customizable 
ownership  plans  include  "AnyTime 
Options,"  which  assures  guaranteed 
access  to  larger  or  smaller  aircraft,  or 
multiple  aircraft  in  the  same  day. 

Continually  enhancing  the  owner- 
ship experience,  Flexjet  dropped  ferry 
fees  to  Bermuda,  the  Caribbean, 
Europe,  Hawaii  and  Mexico.  Addi- 
tionally, Flexjet  Canada,  with  its  own 
Canadian-registered  fleet,  eliminates 
point-to-point  flight  restrictions  that 
Canadian  residents  encounter  aboard 
U.S.  aircraft. 

NEW  FLIGHT  OPTIONS 
FOCUS  ON  VALUE 

Dick  Michaux  first  came  to  under- 
stand the  profound  difference  between 
private  and  commercial  travel  when  his 


firm  merged  with  another,  launching 
him  and  other  senior  executives  into  a 
whirlwind  tour  around  the  country.  "I 
quickly  realized  how  efficient  and  pro- 
ductive a  business  aircraft  could  be," 
he  says.  "We  could  get  where  we 
needed  to  quickly  by  taking  advantage 
of  small  local  airports  that  were  typi- 
cally minutes  from  our  destination."  So 
when  Michaux  retired  several  years 
later,  he  turned  to  Flight  Options  to 
help  give  him  that  same  travel  efficiency 
he  enjoyed  in  the  business  world. 

Flight  Options,  owned  by  Raytheon 
Corporation,  is  the  second-largest  frac- 
tional provider  and  a  company  that 
continues  to  evolve  with  variations 
on  the  original  fractional  ownership 
model.  Although  its  newly  streamlined 
fleet  consists  of  just  four  jets  — 
the  small-cabin  Hawker  400XP,  the 
midsize  Hawker  800XP,  the  Cessna 


Citation  X  and  the  large-ca 
Embraer  Legacy  —  those,  combo 
with  highly  innovative  programs,  m; 
private  travel  benefits  easily  attaint 
and  considerably  more  affordable. 

Its  new  "Fractional  First"  pi 
gram,  for  example,  adds  signific; 
flexibility  and  cost-saving  efficiei 
so  that  an  owner  can  fly  80% 
120%  of  contract  hours  annua 
and  management  fees  apply  only 
hours  flown.  Taxi  time,  althoi 
charged  for  each  flight,  is  no  loni 
deducted  from  annual  hour  alia 
tions,  which  means  a  big  gain  in  l 
lization.  In  addition,  longer  flig 
qualify  for  per-hour  discounts  i 
fuel  charges  are  always  at-cost. 

For  even  greater  value,  "Dep 
ture  Options"  offers  additional  pi 
reductions  for  travelers  with  flexi 
schedules.  "That's  a  brilliant  thin 
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Outmaneuvering  the  Competition 

"Clients  don't  want  to  hear  that  you  can't  be  there,"  says  the  managing  director  of  a  manage 
ment  consulting  firm  based  north  of  Baltimore.  "A  lot  of  our  competitors  are  larger  and  ha^ 
more  resources. To  compete  effectively,  we  need  to  outwork,  outthink  and  outprice  them.  Frai 
tional  ownership  with  Flight  Options  allows  us  to  do  that." 

Demands  for  company  staff  are  intense  at  peak  periods,  and  that  means  frequei 
travel  and  tight  timetables.  But  with  clients  across  the  country,  often  located  in  place 
most  have  never  heard  of,  a  single  meeting  could  demand  as  many  as  three  airline  coi 
nections  and  two  days  dedicated  exclusively  to  travel. 

This  consultancy  firm  found  the  solution  to  its  problem  by  combining  the  power  of  a  fractional  share  of  a  Flight  Options  Hawki 
400  with  the  price-saving  advantages  of  a  Flight  Options  JetPASS  Ultimate  card.  Now  the  directors  and  up  to  six  colleagues  can  f 
three  cities  in  a  day. "Yesterday  we  needed  to  be  in  Sarasota  in  the  morning,  Nashville  in  the  afternoon  and  Philadelphia  for  a  dinro 
meeting  with  very  important  clients,"  says  the  company  managing  director."lt  would  be  physically  impossible  to  do  those  without  tl" 
jet."  Using  en  route  time  productively  is  another  top  priority."On  the  plane,  we're  having  meetings  and  talking  about  confidential  mc 
ters,"  he  comments.  "And  the  flight  phone  is  huge  for  me.  I  can  do  what  I  need  to  do  as  if  I  were  in  my  office." 

Like  most  small  companies,  this  firm  keeps  a  critical  focus  on  the  bottom  line."Between  the  flexible  pricing  options  and  [Fligi 
Options']  other  programs,  you  can  really  manage  the  cost,"  says  the  firm's  principal.  By  using  the  fractional  share  when  timing 
critical  and  the  JetPASS  Ultimate  card  for  increased  savings  on  off-peak  travel,  this  consultancy  can  function  like  a  big  busine; 
and  budget  like  a  small  one.  "I  can't  stress  this  enough:  It's  not  about  luxury.  It's  a  much  more  efficient  way  to  do  business." 


►  Flexibility 


Revel  in  the  Experience. 


Fractional  Jet  Owners 

Round-the-clock  access  to  an  entire  fleet  of  new  Bombardier  Challenger'  and  Learjet*  aircraft. 

The  flexibility  to  fly  the  exact  hours  you  need  with  all  the  ownership  benefits  you  desire. 

All  the  details  handled  for  you.  At  a  fraction  of  the  cost  of  traditional  private  jet  ownership. 

Enjoy  the  most  flexibility  in  fractional  ownership.  For  all  the  moments  that  truly  matter. 

CaiM-800-FLEXJETorvisitflexjet.com. 

BOMBARDIER 

FLEXJET 


FLY  LESS  THAN  50  HOURS  PER  YEAR?  CHOOSE  THE  FLEXJET  25'  JET  CARD  -A  FLEXJET  EXPERIENCE  25  HOURS  AT  A  TIME. 

'OPERATED  BY  JET  SOLUTIONS,  LLC  .  ©2007  Bombardier  Inc.  i TrademarMOol  Bombardier  and  ii>  lubsidiancs  and  Jet  Solution., LLC.  Fle»|et  25  program  terms  and  condition!  apply.  Fle«jet25  program  »  operated  under  FAR  Fart  135  by  Jet  Solution!,  LLC. 
©  2007  Bombardier  Inc.  'Trademarli(s)  of  Bombardier  Inc.  or  its  subsidiaries.  Call  Flexjet  lor  terms  and  conditions. 


Advertisement  14 


The  Enlightened  Business  Traveler 


FLIGHT  LOG 


Writing  Novels  Is  Demanding  Enough  — Why  Should  Promoting  Them  Be  More  So? 

J.A.  Jance,  a  single  mother  with  a  full-time  job  selling  life  insurance,  struggled  to  publish  her 
first  thriller.  Now,  22 years  later,  this  prolific  best-selling  author  will  keep  you  on  the  edge  of 
your  seat  with  her  36th  suspense-filled  novel. The  promotional  tour  that  launches  her  latest 
book,  however,  will  be  quite  different  from  the  early  ones. 

With  TV  appearances,  newspaper  interviews  and  book  signings  that  hit  more  than  25  cities 
in  about  as  many  days,  plus  constant  last-minute  changes  in  plans,  Jance  found  commercial 
travel  debilitating.  Going  from  places  like  Milwaukee  to  Dayton  to  Louisville,  she  says,"!  was  get- 
ting up  at  three  or  four  o'clock  in  the  morning  to  catch  early  morning  flights.  I  came  back  and  I  could  hardly  hold  my  head  up." 

Then  Jance's  husband  and  business  manager  convinced  her  of  a  better  way:  a  fractional  share  of  a  CitationShares  Cessna  CJ1 . 
"On  a  book  tour,  you're  doing  short  hops,  so  it's  the  perfect  aircraft.  It  fits  our  budget  and  it  fits  what  we  need  to  do."  It  also  lets  her 
grab  opportunities  that  would  be  otherwise  impossible.  "Now  I  can  be  available  for  early  morning  media  coverage  in  places  that  I 
simply  couldn't  get  to  in  time  on  an  airline  schedule,"  she  says.The  jet  allows  her  to  make  stops  in  off-the-beaten-path  destinations 
that  other  authors  rarely  visit. "Try  getting  to  Petoskey,  Mich.,"  she  challenges.  And  she  accrues  other  benefits  en  route  that  commer- 
cial flyers  cannot. "It's  wonderful  to  relax,  have  total  quiet  and  no  interruptions."The  flight  arrives  at  a  small  local  airport,  the  rental 
car  is  waiting  and  off  she  goes.  For  each  commercial  trip,  she  recalls, "You'd  lose  eight  or  nine  hours  of  your  life. 

"It  seemed  like  such  an  amazingly  far-out  idea,  but  the  more  we  talked  about  [fractional  ownership],  the  more  we  realized 
that  it  was  an  important  piece  of  our  business,"  she  says.  New  opportunities,  flexibility  and  rejuvenating  comfort  have  real  value. 
And  while  other  authors  say,  "it  doesn't  pencil  out,"  Jance  responds  emphatically,  "I'm  sorry!  My  convenience  and  the 
ability  to  come  and  go  on  my  schedule  and  not  spend  all  those  dead  hours  in  airports  is  more  than  penciling  out."  She  now  dou- 
bles her  value  because  her  husband/manager  can  fly  with  her,  since  both  travel  for  the  price  of  one. 


says  Michaux,  "especially  if  you're 
retired  like  me,  and  you  don't  neces- 
sarily have  to  be  any  place  at  a  spe- 
cific time."  Michaux  splits  his  retire- 
ment between  his  residences  in  Vail, 
Napa  and  Cabo  San  Lucas,  and  the 
plane  allows  for  quick  and  seamless 
travel,  even  with  a  season's  worth  of 
clothing,  provisions  and  bicycles. 
With  the  ability  to  send  his  plane  to 
pick  up  children  and  grandchildren 
at  a  moment's  notice,  even  his  family 


—  living  a  thousand  miles  away  — 
seems  to  be  right  around  the  corner. 

Always  on  the  leading  edge,  Flight 
Options  is  propelling  whole  aircraft 
ownership  in  a  completely  new  direc- 
tion. Called  "Fractional  Interchange 
Management,"  your  wholly  owned 
plane  is  managed  by  Flight  Options 
and  placed  in  the  fractional  owner- 
ship fleet  when  you're  not  using  it. 
That  means  significant  revenues  for 
the  owner  as  well  as  access  to  the 


entire  Flight  Options  fleet  when  ar< 
where  you  need  it.  Crew,  maintt 
nance,  operations  and  ownershi 
responsibilities  are  taken  care  of,  s 
all  you  do  is  pick  up  the  phone  an 
fly.  And  when  you're  on  the  grouni 
your  plane  can  be  in  the  air  earnir. 
money  for  you. 

REGIONAL  FOCUS  — 
NATIONAL  COVERAGE  WITH 
CITATIONSHARES 

With  its  fleet  of  small  to  midsi; 
Cessna  jets  —  including  the  CJ. 
Citation  Bravo,  Citation  XLS  and  tl 
large-cabin  transcontinental  Sove 
eign  —  CitationShares,  co-owned 
Cessna  Aircraft  Company  and  TA 
Aviation,  USA,  offers  impressi' 
economy  for  owners  who  normal 
travel  under  1,500  miles  per  fligr 
It's  a  perfect  arrangement  f< 
best-selling  author  J.A.  Jance,  wl 
depends  on  her  fractional  share 
navigate  month-long,  multiregic 
book  tours  without  the  countle 
schedule  conflicts  and  sheer  exhau 
tion  that  were  the  trademarks  of  h 
travel-by-airlines  days. 


ffHEN  YOU  HAVE  THE  EDGE,  TURN  IT  UP. 

Introducing  the  Falcon  2000LX.  When  you  build  the  most  efficient  —  and  popular 
—  planes  in  their  class,  there's  only  one  way  to  go.  Up.  With  a  winglet  that  boosts 
their  best-in-class  fuel  economy  —  and  adds  a  4,000-mile  range.  Our  Falcon  2000 
series  has  always  been  the  perfect  answer  when  you  want  to  move  up  to  a  big  plane 
without  giving  up  your  small  plane's  agility  and  fuel  economy.  And  our  new 
2000LX  does  it  even  better.  Find  out  more  about  its  ocean-spanning  capabilities  and 
quiet-cabin  comforts  at  falconjet.com/2000LX. 


U.S.  201.541.4600  France  +33.1.47.1 


A  DASSAULT 
*&FA  lcon 

ENGINEERED     WITH  PASSION 
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Recently,  CitationShares  fine-tuned 
the  fractional  ownership  idea  further 
with  Citelines,  which  offers  flexible 
flyers  significant  cost  savings  depend- 
ing on  ability  to  forgo  peak  travel 
times.  The  more  peak  days  eliminated, 
the  greater  the  savings.  Owners  can 
choose  from  among  four  packages, 
from  the  full-price,  365-day  option  to 
the  most  discounted  320-day  plan. 
Citelines  also  eliminates  complex  bills 
and  simplifies  payment  by  rolling  all 
management  fees,  flight-hour  charges 
and  other  costs  into  a  single  predictable 
annual  fee  also  payable  in  equal  monthly 
installments.  "It's  a  very  simple  package 
to  deal  with  and  understand,"  notes 
real  estate  developer  Bruce  Deifik,  who 
uses  his  CitationShares  CJ3  and  Sover- 
eign to  gain  amazing  efficiencies  for  his 
company's  diverse  travel  schedule. 

Additional  cost-saving  programs 
include  "Preferred  Positioning,"  which 
lets  owners  hitch  a  ride  on  repo- 
sitioning flights  at  bargain  rates; 
"Caribbean  Express,"  which  elimi- 
nates repositioning  fees  for  flights  to 
the  Caribbean  on  select  days;  and 
"Value  Plus,"  which  allows  owners  to 
take  advantage  of  other  aircraft  in  the 
fleet  with  extra  flight  hours  purchased 
at  special  rates. 


"I  feel  very  fortunate  to  be  able  to  use  the  plane  for  my 
business.  It  really  gives  us  a  competitive  edge.  The  truth 
of  the  matter  is  that  it's  not  that  expensive  and  the 
advantages  are  clear." 
CEO,  Electronics  Distributor 


AVANTAIR  PUTS  A  UNIQUE 
DESIGN  ON  TRAVEL 

The  exclusive  provider  of  fractional 
shares  in  the  unusual  Piaggio  Avanti, 
Avantair  is  truly  unique  among  frac- 
tional ownership  companies.  The  twin 
turboprop  with  its  avant-garde  exterior 
features  a  stand-up  cabin  as  large  as 
that  of  a  midsize  jet,  speeds  faster  than 
those  of  many  light  jets,  plus  the  ability 
to  climb  quickly  to  41,000  feet  —  well 
above  weather  and  air  traffic.  "This 
program  was  perfect  for  us,"  says  the 
CEO  of  an  electronics  distribution  com- 
pany. "The  plane  is  significantly  more 
fuel-efficient  than  a  jet,  the  cabin  is  spa- 
cious and  it's  amazingly  quiet."  In  addi- 
tion, the  Avanti's  exceptional  short-field 
performance  enables  access  to  hundreds 
of  local  airports  that  jets  can't  handle, 


and  it  has  ample  range  to  fly  halfwj 
across  the  country. 

Avantair  also  pioneered  the  sina 
monthly  billing  approach,  bringii 
much  appreciated  simplicity  to  what) 
often  the  most  complicated  aspect 
aircraft  ownership.  "There  are  no  su 
prises,"  explains  the  electronics  distri 
utor.  "We  know  exactly  what  our  bii 
are  every  month.  It's  a  beautiful  thing 
In  another  bold  move,  Avantair  recent 
announced  that  it  will  be  the  fiJ 
to  offer  shares  in  Embraer's  bran) 
new  light  jet,  the  Phenom  100.  T 
Phenom,  with  its  BMW-designed  cab 
that  features  touches  found  only  in  t| 
luxury  cars,  is  more  spacious  and  col 
fortable  than  many  other  light 
And  like  the  Avanti,  it's  big  on  p^ 
formance,  small  on  price. 


FLIGHT  LOG 


High-Tech  Meets  High-Touch 

"We  have  the  kind  of  product  that's  not  sold  on  the  first  call,"  says  Lawrence  Amaturo,  ca 
founder  and  managing  partner  of  New  Generation  Media,  LLC,  a  radio, TV  and  newspaper  man 
keting  and  consulting  firm. "It's  an  elongated  sales  process  that  requires  nurturing.  It's  one  thai 
requires  the  building  of  trust  through  a  personal  visit. That's  never,  never  going  to  change,"  he 
assures. "In  a  high-tech  world,  we  are  now  more  high-touch  than  ever." 

However,  Amaturo  was  challenged  by  his  location  on  the  rolling  hillsides  of  California'! 
Sonoma  Valley.  Two  hours  from  any  commercial  airport,  he  says,  "I  was  spending  more  time 
driving  than  I  was  in  flight. The  whole  dynamic  was  upside  down."  Even  a  short  trip  to  Los  Angeles  and  back  became  a  day-lone 
marathon.  But  that  changed  when  Amaturo  bought  his  fractional  share  in  Avantair's  Piaggio  Avanti.  Now  he's  just  a  phone  cal 
and  a  short  flight  from  nearby  Santa  Rosa  airfield  to  most  of  his  widely  dispersed  clients."!  arrive  anywhere  along  the  West  Coas 
in  less  time  than  it  takes  to  drive  to  the  San  Francisco  airport,"  he  says. 

Amaturo  travels  about  30  weeks  per  year,  and  while  much  of  it  is  spent  on  long-haul  commercial  flights,  he  takes  the  Avanl 
when  it  offers  the  greatest  time  benefits.  It's  the  perfect  plane  for  Amaturo 's  frequent  visits  to  his  top  markets  like  Tucson,  Las  Vegas 
Portland,  Park  City  and  off-the-beaten-track  California  communities.  For  him,  the  sheer  economics  of  Avantair  had  decided  appeal 
"I  love  the  fuel  savings,"  he  says,  but  the  Avanti's  large,  comfortable  stand-up  cabin  and  easy-to-understand  invoice  plan  clinchei 
it  for  him.  Best  of  all,  "I  can  turn  a  two-day  trip  into  a  one-day  trip  and  make  more  of  them.  And  we're  none  the  worse  for  wear  - 
there's  no  travel  burden,"  he  says.  It  also  allows  for  more  time  with  family,  he  emphasizes,"and  that's  golden." 


As  the  flagship  of  the  Gulfstream  fleet,  the  G550  is  the 
world's  ultimate,  ultra-long-range  business  jet  flying 
farther  and  faster  than  any  .other  business  aircraft  in  its 
class.  With  superb  performance  in  both  long-  and  short- 
range  flights,  a  productive  cabin  offering  comfort  and 
privacy,  as  well  as  a  technologically  superior  cockpit,  the 
G550  honors  all  its  commitments  to  you. 


(5500  G450  G35CT  G2O0T  G15ff 


earn  more,  call  Raynor  Reavis  at  912-965-3233  or  visit  www.gulfstream.com/forbes. 
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JET  CARDS 

Fit  Your  Budget  as  Easily  as  Your  Pocket 


As  best-selling  author 
J. A.  Jance  puts  it,  the 
difference  between  jet 
cards  and  fractional 
ownership  is  the  differ- 
ence between  dating  and  marriage: 
The  benefits  are  similar,  but  one  is 
a  more  lasting  commitment. 

By  combining  the  ease  and  sim- 
plicity of  on-demand  charter  with  the 
consistency,  safety  and  reliability  of 
fractional  ownership,  jet  cards  take 
affordable  access  to  new  heights.  No 
contracts  or  monthly  fees,  plus  any- 
time, anywhere  access  and  the  free- 
dom to  select  aircraft  of  varying  sizes 
make  the  jet  card  perfect  for  any 
unpredictable  schedule. 

Think  a  jet  card  might  be  right  for 
your  business?  Working  much  like  a 
debit  or  gift  card,  buyers  place  a 
fixed  sum  on  deposit.  Then  the  pre- 
determined flight-hour  cost  is 
deducted  when  you  fly.  When  the 
balance  runs  out,  either  refill  it  or 
walk  away.  And  most  cards  offer  a 
full  refund  on  unused  balances. 


Currently  there  are  two  distinct 
types:  cards  aligned  with  the  major  frac- 
tional fleets  and  cards  tied  to  top  char- 
ter providers.  Both  versions  offer  excep- 
tional flexibility,  and  whatever  program 
you  choose,  flights  are  always  priced  on 
a  fixed-hour  cost  and  one-way  basis, 
meaning  you  won't  have  to  pay  for 
positioning  or  empty-leg  charges. 


Marquis  Jet  pioneered  the  jet  c 
approach,  uniting  the  simplicity 
single  payment  with  the  consiste 
of  Netjets  fractional  ownership.  C 
owners  gain  25  hours  of  access  to 
of  nine  different  Netjets  aircraft, 
a  combo  card  splits  time  between 
separate  types.  Marquis  card  owi 
also  gain  similar  advantages  abr 


FLIGHT  LOG  

Investing  in  Retirement 

Calling  Telluride,  Colo.,  your  home  has  some  serious  travel  consequences. "When  you're  in 
small  town  in  the  mountains  like  I  am  and  you  need  to  go  somewhere  commercially,  it's 
whole-day  affair,"  says  Diego  Veitia,  global  financial  expert,  author,  and  founder  and  chairmc 
of  International  Assets  Holding  Corporation, "so  I  use  my  Skyjet  card  to  get  me  to  whereve 
want  to  go  efficiently  and  expeditiously."  With  the  ability  to  purchase  all  his  hours  in  a  specil 
aircraft,  such  as  the  Learjet  60,  Veitia  always  knows  exactly  what  to  expect  at  the  airport. 
Thanks  to  Skyjet's  premium  yet  affordable  service,-he  continues  to  accrue  all  those  sarr 
advantages  he  did  in  business  to  fully  enjoy  his  retirement. "Skyjet's  efficiency,  coupled  with  its  price,  makes  it  extremely  compe 
itive,"  he  points  out  —  and  they  are  benefits  he  gains  anywhere.  For  example,  after  a  commercial  flight  to  New  York  or  Florid 
Veitia  frequently  calls  Skyjet  and  flies  direct  to  the  Caribbean  to  assess  his  island  investment  interests.  And  because  Skyjet  elir 
inated  Caribbean  ferry  fees,  he  pays  the  same  flight-hour  rates  as  he  does  in  the  U.S. 

But  for  Veitia,  perhaps  the  most  rewarding  part  about  flying  with  Skyjet  is  the  ability  to  bring  family  together  as  he  did  whc 
he  departed  Telluride,  picked  up  family  members  in  Albany,  N.Y.,  and  jetted  directly  to  an  event  in  Quebec."lt  made  for  a  wonde 
ful  affair,  and  we  could  not  have  done  it  practically  trying  to  coordinate  everyone  on  commercial  flights,"  explains  Veitia. "This  hi 
very  high  value  in  my  book." 


We  Invented  the  Private  Jet. 

Our  Jet  Card  will  Reinvent 


You  Travel 


To  find  the  right  jet  card  for  you, 

call  866.91 8.7685  or  visit  www.skyjet.com 


BOMBARDIER 

CTI^V^  ICmmTm 


7  Bombardier  Skyjet.  'Trademark(s)  of  Bombardier  Inc.  or  its  subsidiaries.  Call  Skyjet  for  terms  and  conditions. 

ardier  Skyjet  acts  as  an  agent  for  the  customer  when  arranging  charter  travel  withFAA-certified  and  DOT  -  registered  charter  providers. 
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through  Netjets  Europe. 

Backed  by  leading  aerospace 
manufacturer  Bombardier,  Bombardier 
Flcxjet  and  Skyjet  each  offer  a  card 
to  fit  every  need  or  desire.  Flexjet's 
"Flexjet  25"  card  adds  extra  flexibility 
into  the  equation  with  25-,  30-  and  35- 
hour  cards  and  the  opportunity  for 
increased  financial  efficiency  with  three 
pricing  levels,  based  on  one's  ability  to 
schedule  at  off-peak  times.  Like  the 
fractional  ownership  guarantee,  you'll 
fly  on  a  dedicated  fleet  of  Flexjet  air- 
craft at  least  95%  of  the  time. 

For  even  greater  economy,  Bom- 
bardier Skyjet  offers  a  charter-based 
jet  card.  The  Skyjet  card  is  supported 
by  an  elite  cadre  of  the  nation's  top 
charter  providers  and  can  be  pur- 
chased for  travel  specifically  in  small-, 


midsize-  or  large-cabin  jets.  Upgrades 
and  downgrades  to  larger  and  smaller 
aircraft  are  possible,  and  for  those 
who  make  frequent  out-and-back 
trips,  a  combined  one-way/round-trip 
card  is  available  with  discounted  pric- 
ing. Because  many  customers  prefer  to 
fly  exclusively  in  Bombardier  aircraft, 
Skyjet  also  offers  Learjet-  or  Chal- 
lenger-specific cards  to  guarantee 
availability  for  those  aircraft. 

An  interesting  variation  on  the  jet 
card  model,  the  Flight  Options  "Jet- 
PASS  Ultimate"  card  is  sold  in  fixed- 
dollar  versus  hourly  amounts.  Card- 
holders choose  between  any  small-, 
midsize-  or  large-cabin  aircraft  for 
each  flight.  Fixed  hourly  pricing  is 
discounted  for  off-peak  travel,  so 
those  with  more  flexible  schedules 


save  considerably.  Although  i 
a  perfect  try-it-before-you-buy 
opportunity,  the  JetPASS  Ultima 
has  also  proven  to  be  a  stratej 
accompaniment  to  Flight  Optia 
fractional  ownership,  with  ownj 
gaining  significant  financial  leveraj 
by  taking  advantage  of  the  lower,  o) 
peak  travel  rates  when  schedu 
allow  for  it. 

CitationShares  takes  affordabil 
to  new  heights  by  setting  the  pii 
chase  requirement  at  as  little 
20  hours  for  its  "Vector  JetCard 
Combo  cards  allow  users  to  sn 
time  between  two  aircraft,  and  ratt 
than  adjustable  rates,  a  new  va| 
option  credits  extra  flight  time 
non-peak  travel,  so  customers  jj 
even  more  for  their  money. 


THE  DIGITAL  REVOLUTION 


At  500  mph  and  40,000 
feet,  a  digital  revolution 
is  taking  place.  On  the 
flight  deck,  high-tech 
advances  are  adding 
unprecedented  levels  of  safety  and 
capability,  while  in  the  cabin  the  latest 
innovations  are  transforming  today's 
business  jet  into  a  sophisticated,  wire- 
less airborne  office  with  functionality 
rivaling  anything  on  earth.  Rockwell 
Collins  is  on  the  leading  edge  of  these 
new  developments. 

LIVE  FROM  NEW  YORK,  IT'S  ... 

It's  the  dawn  of  a  new  era  aloft  as 
fully  integrated,  networked  cabin  sys- 
tems provide  wireless  access  to  lap- 
tops, printers,  scanners,  faxes,  DVD 
players,  entertainment  devices  and 
Internet,  and  can  link  anyone  in  the 
air  with  anyone  on  the  planet,  com- 
ments Tim  Rayl,  Rockwell  Collins' 
senior  director  of  marketing,  Business 
and  Regional  Systems.  Now  with  its 
latest  development  called  eXchange™, 


new-generation  satellites  enable  Web 
surfing  at  broadband  speeds.  Yet 
another  big  breakthrough  is  next-gen- 
eration airborne,  direct-broadcast  TV, 
and  it's  available  not  only  over  the 
U.S.,  but  also  above  Europe  and  the 
Middle  East. 


Rockwell  Collins  also  focused 
content  with  its  Airshow  4000  Systl 
and  Airshow  Network,  to  bring  enti 
tainment  and  cabin  management 
both  large  screens  and  small  persoi 
displays  while  in  flight.  Over  la| 
or  sea,  passengers  can  tune  in 


Voted  Best 

Hotel  Loyalty  Program 
in  the  World. 


Twice. 


PRIORITYCLUB. 

REWARDS 


FREDDIE 


Anyone  who  has  worked  hard  to  get  to  the  top  knows  that  the  real  challenge  begins  there.  Nearly 
500,000  business  travelers  cast  their  ballots  and,  for  the  second  year  in  a  row,  Priority  Club®  Rewards 
was  voted  "Best  Hotel  Rewards  Program  in  the  World"  by  the  readers  of  Global  Traveler  magazine 
and  "Hotel  Loyalty  Program  of  the  Year"  at  the  19th  Annual  Freddie  Awards.  It's  no  wonder  we've 
received  these  awards  two  years  running,  our  points  never  expire  and  can  be  redeemed  at  any 
hotel — even  our  rivals' — with  our  "Any  Hotel,  Anywhere"  reward.  Rest  assured  that  we'll  be  doing 
our  best  this  year  to  earn  these  awards  yet  again.  To  learn  more  about  our  award-winning  program, 
visit  www.pricrityclub.com/voted1 . 

©2007  Intercontinental  Hotels  Group.  Most  hotels  are  independently  owned  and/or  operated. 


INTERCONTINENTAL 

HOTEIS.J.  «£50«TS 


CR0WNE  PLAZA 


IOTELS     &  RESORTS 


^jff  indigo 


HOTELS  RESORTS 


EXPRESS 
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Thinking  Global,  Acting  Mobile 

New  Jersey-based  global  medical  products  giant  Becton  Dickinson  Company  (BD)  was  founds 
more  than  a  century  ago  on  a  handshake.  The  handshake  and  face-to-face  relationship 
continue  to  be  the  cornerstone  of  its  success.  That's  why  BD  personnel  from  senior  manag 
ment  to  engineers  and  researchers,  take  full  advantage  of  the  company's  two  most  powerf 
business  tools:  a  global-range  Dassault  Falcon  900EX  and  a  transoceanic-capable  Falcc 
2000EX.  "Business  aircraft  create  opportunities  that  you  can't  otherwise  get,"  underscore 
Peter  Bellini,  BD's  director  of  corporate  aviation. 
The  two  Falcons,  jointly  logging  more  than  1 ,1 00  hours  per  year,  fly  direct  to  hundreds  of  local  airports  close  to  customer 
suppliers  and  more  than  70  BD  facilities  throughout  the  U.S.,  Europe  and  South  America. The  jets  not  only  facilitate  custom 
relationships,  but  also  help  keep  wide-ranging  product  development  essential  to  BD's  growth  on  track. "Engineers  or  executive 
can  leave  New  Jersey  in  the  morning,  spend  a  full  day  at  a  plant  in  Columbus,  Nebr.,  or  Sumter,  S.C.,  and  be  home  that  evenin 
says  Bellini. "On  an  airline  schedule,  it's  a  three-day  ordeal. They  can't  afford  that  kind  of  time." 

The  1 2-passenger  Falcon  900EX  typically  flies  the  longest  overseas  routes.  Configured  with  three  distinct  cabin  area 
passengers  can  dine,  work,  relax  or  sleep  comfortably. "We  have  plants  all  over  Europe,  many  in  small  communities,  and  we  cc 
fly  direct,"  Bellini  says. "The  time  saving  is  tremendous,  and  we  can  visit  multiple  cities  each  day"  —  something  highly  unlike 
on  international  flight  schedules. 

The  newer  Falcon  2000EX,  with  spacious  wide-cabin  comfort  and  seating  for  eight,  handles  most  of  the  North  and  Lat 
American  flights.  Bellini  raves  about  the  flight  deck's  high-tech  advances,  including  real-time,  ground-based  weather  informatioi 
heads-up  displays  and  see-through-the-dark,  infrared  "enhanced  vision"  systems  that  make  landings  safe  and  practical  even 
the  worst  weather. The  Falcon  2000EX  cabin  is  also  equipped  with  wireless  networked  phones  and  high-speed  Internet,  so  thos 
aboard  don't  ever  miss  a  beat. "This  is  a  secure  and  private  environment  that's  an  extension  of  our  office,"  Bellini  emphasize 
"It's  a  tremendous  productivity  tool  that  would  be  hard  to  do  without." 


breaking  news  from  Bloomberg,  The 
Wall  Street  Journal,  CNN,  The  Weather 
Channels'  Intellicast  and  ESPN  in  real- 
time. Flexibly  designed  to  integrate 
future  digital  technologies,  Airshow 
combines  multimedia,  3-D  graphics, 
text,  video,  moving  maps  and  flight 
details  in  an  interactive  format  through 
touch  screens  customizable  for  every 
passenger  in  any  seat. 


BUCK  ROGERS  WASN'T 
SO  LUCKY 

On  the  flight  deck,  the  latest  digi- 
tal technology  called  Synthetic 
Vision  takes  safety  and  utility  to 
new  heights,  bringing  flight  crews 
a  wealth  of  critical  information. 
With  3-D,  photo-realistic  virtual 
images  of  the  terrain  below, 
pilots  can  land  safely  in  previously 


prohibitive  conditions.  Combi 
with    Enhanced    Vision,  wr 
incorporates  infrared  sensing, 
flight  crew  benefits  from  clea 
defined  real-world  hazards,  si 
as  vehicles,  airplanes  or  anim 
now  visible  even  when  weathe 
darkness  obscures  the  ground 
addition,  the  latest  Flight  Infor 
tion  System  integrates  real-t 
weather  radar  graphics,  electro 
charts    and    GPS-based  mov 
map  displays. 

The  latest  Dassault  Falcon  z 
Gulfstream  long-range  jets  are  j 
only  using  enhanced  vision,  but 
combining  it  with  military-stl 
heads-up  displays  (HUD),  whi 
visually  overlay  all  the  flij 
parameters  on  the  world  outside 
pilots  maintain  constant  out-tl 
window  views  without  referenc: 
conventional  instruments.  For  i 
traveler,  this  means  you'll 
landing  where  you  want  when  » 
need  to,  without  any  compromi 
to  safety. 


A  shared  vision  starts  with  many  points  of  view. 


At  Rockwell  Collins,  all  our  employees  share  a  singular  vision.  To  be  the  most  trusted 
source  of  communication  and  aviation  electronics  solutions.  We  make  this  vision  a 
reality  by  building  a  diverse  global  culture  that  embraces  teamwork,  innovation  and 
leadership.  To  deliver  smart  solutions  for  our  customers.  If  you  see  things  the  same  way, 
visit  our  website  to  find  out  more. 

Rockwell. 
Co/lms 


www.rockwellcollins.com 


Building  trust  every  day 


Advertisement  24 

The  Enlightened  Business  Traveler 


WORK  HARD,  PLAY  HARD 


Somewhere  between  board 
meetings  on  the  West 
Coast,  client  visits  on  the 
East  Coast  and  the  never- 
ending  pursuit  of  new  busi- 
ness prospects  everywhere  in  between, 
even  the  most  industrious  executives 
need  to  recharge.  With  luxury  proper- 
ties around  the  globe  in  extraordinary 
locations,  Intercontinental  Hotel 
Group  (IHG),  the  world's  largest  and 
most  global  hotel  company,  is  your 
first-class  ticket  to  paradise  or  a  rest 
stop  between  business  meetings.  And 
when  you  fly  direct  with  a  business 
aircraft,  getting  there  is  half  the  fun. 

Consider  InterContinental's  Le 
Moana  Resort  in  Bora  Bora.  Its  lux- 
urious bayside  bungalows  and  over- 
water  suites  mix  all  the  amenities  of 
modern  life  with  the  rustic  charm  of 
a  deserted  island  oasis.  But  when  get- 
away time  is  sparse,  who  wants  to 
spend  most  of  it  getting  there?  With 
access  to  a  private  aircraft,  you  can 
jet  direct  and  your  holiday  begins  the 
moment  you  step  on  board.  That 
means  you  can  treat  yourself  and 
your  family  to  an  exotic  escape,  and 


"We  don't  even  talk  about  the  cost  anymore.  The  experienc 
has  been  so  good  . . .  that  the  conversation  has  shifted  fron 
a  cost-benefit  analysis  to  just  the  benefit." 
Dick  Michaux,  Retired  Executive 


not  return  feeling  like  you  need 
another  vacation. 

If  Bora  Bora  is  out  of  reach,  there 
are  plenty  more  options  to  choose 
from  with  IHG's  premier  Priority 
Club  Rewards  program,  where  you 
can  earn  points  just  for  staying  at  any 
IHG  property,  including  Interconti- 
nental Hotels,  Crowne  Plaza  Hotels 
&  Resorts  and  Holiday  Inn  brand 
properties.  Enrollment  is  free  and  club 
members  can  redeem  their  points  for 
just  about  anything,  anywhere,  at  any- 
time. From  VIP  tickets  and  passes  to 
major  sporting  events,  to  thrilling 
adventures  on  land  or  sea,  to  the  per- 
fect one-of-a-kind  holiday,  if  you  can 


imagine  it,  the  Priority  Club  Rewart 
program  can  make  it  a  reality. 

Want  to  convert  your  hardworkit 
nights  on  the  road  into  the  vacaticj 
of  your  dreams?  Rack  up  your  poir) 
at  any  of  IHG's  3,700  hotels  worl 
wide,  and  you  can  even  redeem  thei 
for  a  stay  with  the  competition.  T| 
overwhelmingly  popular  "Any  Hon 
Anywhere"  loyalty  reward  prograi 
allows  members  to  take  advantage  ; 
over  500,000  hotels  around  the  glotj 
From  the  sultry  beaches  of  Rio  t 
Janeiro  to  the  bright  lights  of  Tokyt 
when  you  fly  direct  on  a  business  aj 
craft,  you  can  have  the  vacation  of 
lifetime,  anytime. 


TAG  Aviation  Personal  Air  Travel 

Choose  Your  Solutic 


Jet  Charter  Arrangements 

TAG  arranges  comprehensive  on-demand  charter  solutions,* 
allowing  you  the  freedom  to  travel  where  you  want,  when 
you  want,  and  with  whom  you  choose.  Choose  your  trip 
and  leave  the  arrangements  to  us. 

Jet  Brokerage 

Whether  acting  as  your  consultant  or  broker,  you  can  rely  on 
TAG  for  assistance  with  aircraft  selection  or  sale.  Transactions 
are  complex,  the  financial  consequences  are  significant  and 
aviation  expertise  is  critical.  Put  experience  on  your  side  to 
maximize  value  of  your  aircraft  acquisition  or  sale. 


Jet  Ownership  Simplified 

Enjoy  your  travel.  TAG's  aircraft  management  services  are 
designed  to  assist  and  enhance  the  safety  of  your  flight 
operations  at  any  base  location  you  choose. 

Whether  you  own  an  aircraft,  a  share,  or  simply  charter  aircraft, 
TAG  Aviation  offers  solutions  meeting  all 
your  personal  air  travel  requirements. 

Let  TAG  build  a  solution  for  you. 


Aviation 

www.tagaviation.com 


Aircraft  Charter  Sales,  JetCard,  Management,  Acquisition  &  Brokerage 


Chicago 

847.367.9024 
hicago@tagaviation.com 


New  York 

914.933.4881 
newyork@tagaviation.com 


Miami 

954.494.9966 
miami@tagaviation.com 


Boston 

617.457.7820 
boston@tagaviation.com 


San  Francisco 

650.696.2319 
sanfrancisco@tagaviation.com 


'Charter  arranged  in  the  US  by  TAG  Aviation  USA,  Inc.  is  operated  by  AMI  Jet  Charter,  Inc.  or  other  FAA  certificated  and  DOT  registered  air  carriers.  CST  #2078988-50. 
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SMALL  JETS,  BIG  IDEAS 


New  highly  affordable 
small  jets  in  develop- 
ment and  already  on 
the  market  are  causing 
quite  a  stir.  Whether 
adding  affordable  utility  to  a  corpor- 
ation's long-range  fleet,  bringing  "air 
power"  to  small  businesses,  enabling 
entrepreneurs  to  be  their  own  com- 
pany pilots,  or  showing  promise  for 
ambitious  air  taxi  services,  small 
light  jets  are  the  new  heavyweights 
when  it  comes  to  economy,  versatili- 
ty and  practicality. 

While  Eclipse  heralded  a  new  era 
when  introducing  the  very  light  jet 
category,  a  host  of  newcomers  are 
waiting  in  the  wings.  In  the  case  of 
rising  sensation  Hondajet,  the  wings 
are  taking  center  stage.  What  began 
as  a  sketch  on  scrap  paper  devel- 
oped into  a  phenomenon.  "Honda- 
Jet  has  a  unique  over-the-wing 
engine  configuration,"  explains 
Michimasa  Fujino,  president  and 
chief  executive  officer  of  Honda 
Aircraft  Company,  Inc.,  and  the 
new  jet's  conceiver  and  designer. 
Many  said  it  couldn't  be  done,  but 
Fujino  defied  conventional  thinking. 
This  maverick  configuration  gives 
the  small  Hondajet  a  generously 
sized  cabin,  complete  with  a  fully 
enclosed  lavatory.  The  breakthrough 
Hondajet  achieves  speeds  topping 
480  mph  and  climbs  to  an  astonishing 
43,000  feet.  With  fuel  consumption 


30%  below  that  of  similarly  sized 
jets  and  significantly  reduced  main- 
tenance requirements,  this  so-called 
"advanced  light  jet"  is  really  living 
up  to  the  Honda  name. 

"I  saw  great  potential  in  the  small 
business  market  for  a  low-cost,  short- 
range,  small  airplane,"  says  Fujino.  "I 
worked  to  create  an  airplane  which 
has  superior  performance  and  com- 
fort, as  well  as  an  affordable  price." 
Of  course,  it  didn't  hurt  that  it  was 
a  Honda.  "People  are  excited  that 
Honda  is  bringing  the  same  commit- 


"|  Having  an  aircraft  of  your  own]  is  not  inexpensive  but 
its  definitely  worth  it.  It's  value  added  to  your  whole  life 
experience.  I  feel  so  lucky  to  be  able  to  spend  so  much  time 
with  my  family.  In  the  end,  isn't  that  what  we  work  for?" 
Elizabeth  Rice  Grossman,  Former  Hedge  Fund  Manager 


ment  to  the  Hondajet  that  we  have  i 
all  of  our  products,"  says  Stepha 
Keeny,  Hondajet  manager  for  corp« 
rate  affairs.  "They  know  value  whe 
they  see  it."  Although  first  deliverie 
aren't  slated  until  2010,  more  tha 
100  customers  are  already  committe 
to  purchasing  the  aircraft,  which  wi 
be  built  in  the  U.S. 

Meanwhile,  industry  celebritie 
like  Cessna  and  Cirrus  are  unveilir 
their  grand  plans  for  small  jets.  I 
addition,  the  Adam  700's  markt 
debut  is  imminent.  Embraer 
already  making  waves  with  the  nc 
Phenom  100  with  its  spaciou 
luxury-car-like  cabin  and  affordab 
small-jet  price  tag.  And  Piper,  Di; 
mond,  Cirrus  and  Eclipse  are  deve 
oping  single-engine  jets  for  th 
owner-flown  market.  Perhaps  a  j« 
in  every  garage  is  an  exaggeratioi 
but  with  fly-it-yourself  mode 
priced  below  a  million  dollars, 
new  realm  of  travel  is  well  withi 
mass-market  reach. 
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THE  NEW  DEAL 


3eals  come  and  go,"  says 
a  large-scale  developer, 
"and  when  there's  a  deal 
to  be  made,  you've  got 
to  be  there  to  make  it. 
ill  about  timing.  So  having  the  jet 
>t  just  a  convenience,  it's  a  neces- 
"  The  chairman  of  a  high-end 
len  equipment  company  agrees: 
^e  see  an  opportunity  somewhere, 
)ounce  on  it,  and  we  just  would 
De  able  to  do  that  if  it  weren't  for 
:ompany  jet." 

access  is  golden,  but  free  time  is 
ious  too.  How  would  you  like 
e  of  both?  With  the  jets,  "our 
?le  save  time,  they  are  less 
^ued  and  they're  more  produc- 
"  says  the  chairman  of  one  major 
1  company.  "You  can't  imagine 
benefits,"  he  adds.  Body  Shop  of 
:rica,  Inc.,  Founder  and  Chair- 
Jerrold  Rosenbaum  could  not 
:  imagined  that  something  that 
he  surface  appears  so  indulgent 
d  actually  be  many  times  more 
tical.  "I  grew  up  a  poor  kid  in 
r  York,  so  I  never  thought  I'd 
:  that  kind  of  luxury  in  my  life," 
xplains,  "but  it  really  pays  off  at 
bottom  line." 


'[With  our  company  plane]  we  can  bring  customers  to  us  so 
they  can  better  understand  our  capabilities,  and  we  can 
bring  our  people  to  the  customer  so  we  can  better  under- 
stand their  culture.  We  have  the  ability  to  do  things  that 
you  just  couldn't  accomplish  any  other  way." 
Dick  Haworth,  Chairman,  Haworth,  Inc. 


THE  HIGH  LIFE  IS  GREAT 
FOR  BUSINESS 

Savvy  executives,  business  owners, 
entrepreneurs  and  individuals  every- 
where are  catching  on  fast,  while 
aircraft  manufacturers  are  only  begin- 
ning to  field  the  booming  demand. 
The  forecast  is  clear  up  ahead,  and 
with  so  many  options  there  has  never 
been  a  better  time  to  reach  for  the  sky. 

The  new-generation  jets  may  look 
small  but  perform  big  and  promise 
unprecedented  efficiency,  ease  of  use 
and  affordability.  Meanwhile,  large, 
wide-bodied  jets  like  Gulfstream's 
ultra-long-range  G550  and  the 
brand-new  Dassault  Falcon  7X,  with 


its  computer-driven,  military-inspired 
"fly-by-wire"  control  system,  are 
showing  unprecedented  ability  to  fly 
anywhere.  In  addition,  their  supreme 
comfort,  state-of-the-art  cabin  elec- 
tronics and  flight-deck  technologies 
add  new  levels  of  safety  and  utility. 
These  new  corporate  jets,  which 
promise  the  highest  levels  of  safety, 
economy,  performance  and  capability, 
figuratively  place  the  world  in  the 
palm  of  your  hand. 

Today's  business  leaders  don't  wait 
for  opportunity  to  knock  —  they  go 
out  and  find  it.  "There's  no  doubt  in 
my  mind  that  our  growth  is  largely 
attributed  to  our  ability  to  be  so  flex- 
ible, nimble  and  immediately  respon- 
sive," says  one  business  executive. 

Are  you  ready  to  reach  the  top? 
A  business  aircraft  can  take  you 
there,  so  fasten  your  seat  belts  and 
prepare  for  takeoff.  ^* 
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markpatiky@cox.net 
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mm  T'S  BEEN  ALMOST  TWO  YEARS  SINCE 

I  Anne  Lauvergeons  personal  Black 
I  Friday.  Her  diary  entry  for  Oct.  28, 
I  2005  reads  "CATA!"— French  short- 
I  hand  for  catastrophe— "Resign?" 
I  Lauvergeon  had  just  heard  that  the 
French  government  had  gone  back  on  pre- 
vious commitments  to  reduce  its  stake  in 
Areva  and  open  the  nuclear  conglomerate  to 
outside  investors.  She  was  livid — having 
fought  hard  to  assemble  Areva  from  the  bick- 
ering factions  of  Frances  state-owned  nuclear 
establishment,  Cogema  (fuel  and  mining) 
and  Framatome  (reactor  building).  It  was 
now  the  worlds  only  one-stop  nuclear  shop, 
selling  raw  uranium  ore,  giant  reactors,  fuel 
reprocessing  and  waste  storage.  But  just  4% 
of  Areva's  shares  trade  on  the  Paris  Bourse. 


Lauvergeons  dream  of  making  Areva  a  fully 
public  company  seemed  as  distant  as  ever. 
"My  mandate  as  head  of  Areva  was 


Anne  Lauvergeon,  France's  nuclear  crusader, 
is  taking  on  the  state — and  the  world. 

By  Joshua  Levine 
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48,  recalls.  "So  I  went  to  the 
president  of  the  republic" — 
Jacques  Chirac  at  the  time — 
"and  said,  'Listen,  if  you  want  to 
get  rid  of  me,  I'll  spare  you  the 
trouble."  I  didn't  want  to  go 
through  six  months  of  yes,  no,  ^^^^ 
yes,  no.  He  said,  'No,  Anne, 
really,  you're  formidable'." 

Hard  to  disagree.  Since  her  controver- 
sial proposal  to  create  a  Nukes  R  Us — which 
one  French  minister  dismissed  back  in  late 
2001  as  "an  industrial  monster  without 
a  future" — Areva  shares  have  increased,  on 
average,  15%  a  year  to  a  recent  S941,  giving 
the  company  a  somewhat  theoretical 
market  value  of  S35.6  billion  In  the  first  half 
of  2007  Areva  pulled  in  revenue  of  S7.3 
billion,  up  6.7%  from  a  year  earlier.  Its 
backlog  stands  at  S45  billion,  with  projects 
in  41  countries  around  the  world. 

Lauvergeon,  number  14  on  FORBES'  list 
of  the  Worlds  Most  Powerful  Women 
(p.126),  is  betting  big  on  the  U.S.  She  already 
sells  half  the  reactor  vessels  going  into 
existing  plants  here,  extending  their  40-year 
licenses  by  another  20  years.  Areva  is  also 
proposing  to  construct  a  S2  billion  centrifuge 


Madame  Nyet 

When  President 
Nicolas  Sarkozy 
asked  Lauvergeon 
to  become  his 
finance  minister, 
she  said  non. 


enrichment  plant  similar  to  the 
Georges-Besse  II  model  it  is 
currently  building  in  Tricastin, 
France.  If  the  Nuclear  Regulator.' 
Commission  approves  the  deal, 
Areva  could  break  ground  as  early 
^^^^  as  2010.  Its  marketing  partner  in 
America,  Constellation  Energy,  is 
also  a  customer  for  two  new  U.S.  reactors,  a 
deal  worth  potentially  as  much  as  S8  billion. 
How  to  keep  radioactive  material  from 
falling  into  malevolent  hands  remains  a  trou- 
blesome question.  So  does  the  matter  of  how 
to  sequester  the  long-lived  waste  of  reactors. 
But  the  questions  themselves  are  no  longer 
nuclear  dealbreakers,  and  green  no  longer 
necessarily  means  antinuke. 

"Politically,  there  remains  plenty  of 
opposition  to  nuclear  power,"  says  Spencer 
Abraham,  energy  secretary  (2001-05)  in 
the  avidly  pro-nuke  Bush  Administration 
and  now  a  lobbyist  for  Areva.  "What's 
changed  is  that  more  people  realize  you 
can't  fight  both  nuclear  energy  and  global 
wanning  at  the  same  time." 

Yet  Lauvergeon  has  engaged  in  fights 
on  multiple  fronts,  even  while  positioning 
Areva  as  a  non-CO:  energy  company, 


rather  than  as  a  nuclear  powerhouse 
she  pushes  for  growth  abroad,  Lauvergeo 
has  crossed  swords  with  governments  an 
rivals  from  West  Africa  to  Asia.  But  th 
most  furious  batdes  have  taken  place  cloj 
to  home.  Powerful  bureaucrats  have  trie 
to  sabotage  her  efforts  to  expand,  diversii 
and  privatize  Areva.  That  will  certain! 
change  under  President  Nicolas  Sarkozy, 
tan  and  free  market  ally. 

Lauvergeon's  enemy  is  not  the  antinuk 
movement — France  gets  80°o  of  its  electri 
in-  from  nuclear  plants — but  her  compam 
peculiar  ownership,  split  among  various  go 
ernment  agencies.  France's  nuclear  arm,  th 
Commissariat  a  l'Energie  Atomique  (CE.* 
controls  nearly  80°o  and  relies  on  Arei 
dMdends  to  cover  much  of  its  S4.3  billic 
annual  budget  for  Chilian  and  military  R& 
and  the  decommissioning  of  old  nucle 
plants.  "Since  Areva's  founding,  we've  pa 
out  more  in  dividends  to  the  CEA  than  we' 
made  in  net  income,"  Lauvergeon  brisdt 
"I  say  to  them,  'How  can  we  compete  if  yc 
keep  systematically  pumping  us?  Fin 
another  way  to  finance  yourself'" 

From  the  start  Lauvergeon  tried  to  pi 
Areva  out  of  the  states  fist  and  seemed 
have  a  shot.  Several  finance  ministers 
first  Francis  Mer,  then  Sarkozy— supports 
the  idea  of  a  partial  privatization.  But  \ 
the  time  Areva's  big  moment  arrived 
2005,  France  had  a  new  finance  ministe 
Thierrv  Breton.  He  and  Lauvergec 
famously  failed  to  click 

Last  spring,  for  instance,  Bretc 
fumed  publicly  that  Lauvergeon  he 
faded  to  inform  him  before  she  push* 
out  the  chairman  of  a  mining  concern 
which  Areva  holds  a  large  stake.  The  ne 
day  she  issued  a  press  release  saying  th 
she  had  indeed  informed  him,  in  effe 
calling  him  a  liar.  The  official  decision 
October  2005  to  freeze  Areva's  corpora 
structure  was  made  by  then  Prime  Mi 
ister  Dominique  de  Mllepin,  but  Bretoi 
thumbprint  stood  out  clearly.  Bretoi 
father  had  worked  for  the  CEA,  and  th 
only  fueled  the  son's  rancor  again 
Lauvergeon,  says  the  Paris  rumor  mill 

The  two  adversaries  clashed  again  es 
lier  this  year  when  Lauvergeon  made  a  n 
at  German  windmillmaker  REpow 
Svstems,  in  which  Areva  had  a  small  stat 
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nd  got  locked  in  a  bidding  war  with 
idia's  Suzlon  Energy.  Twice  she  went  over 
reton's  head  to  President  Chirac  to  get  the 
o-ahead  for  counteroffers,  but  the  deal 
ecame  too  complicated.  "She's  obstinate — 
ametimes  too  obstinate,"  says  a  banker 
lose  to  the  deal. 

Today  there's  a  new  political  wind  in 
ranee,  and  it's  blowing  her  way  President 
arkozy  is  an  admirer.  He  asked  her  to  be 
is  finance  minister  last  May  but  she 
eclined.  "I  would  have  been  surprised  if  she 
ad  accepted,"  says  a  former  colleague, 
^reva  is  her  life."  (Lauvergeon  has  two  chil- 
ren,  Agathe,  8,  and  Armand,  4;  husband, 
•livier,  runs  a  small  company.) 

It  takes  guts  to  turn  down  the  president, 
at  non  is  a  word  Lauvergeon  has  never 
mink  from  using.  One  Areva  colleague  calls 
sr  "Madame  Nyet."  Nor  is  it  the  first  time 
auvergeon  has  skirmished  with  Sarkozy.  In 
303  and  2004  Sarkozy  was  one  of  several 
linisters  who  leaned  on  Lauvergeon  to  use 
reva's  capital  to  bail  out  the  near-bankrupt 
lstom,  the  huge  engineering  concern  (2006 
venue:  $18  billion)  that  makes  conventional 
Dwer  systems  and  fast  trains.  Lauvergeon 
id  stuck  by  Sarkozy  during  his  years  in  the 
alitical  desert.  Saving  Alstom  was  seen  as 
patriotic  duty.  And  yet,  Madame  Nyet  said 
vet,  several  times.  "They  promised  me  a 
ngdom,  but  I  resisted,"  says  Lauvergeon.  "I 
ive  a  little  bit  of  the  peasant  in  me.  When 
>meone  promises  me  a  kingdom,  I  get 
ispicious." 

She  did  offer  to  buy  Alstom's  electrical 
ansmission  and  distribution  business, 
id  ultimately  knocked  the  price  down 
om  the  $2.7  billion  the  government  asked 
i  $1.2  billion.  Today  its  worth  perhaps 
5.4  billion  and  has  buoyed  Areva's  results 
iring  weak  spells  for  the  reactor  business. 

Patrick  Kron,  Alstom's  tough-as-nails 
lief,  received  the  French  Legion  of  Honor 
ir  saving  the  company.  But  if  Alstom  is 
[riving  today,  its  no  thanks  to  Lauver- 
:on,  Kron  is  said  to  feel.  Both  he  and 
lichel  Pebereau,  head  of  BNP  Paribas, 
lstom's  lead  banker,  are  known  to  hold 
)lossal  grudges.  Between  Sarkozy  and 
reva's  boss,  both  famously  scrappy,  there 
e  no  hard  feelings. 

Lauvergeon  is  at  ease  with  power.  She  de- 
wed into  business  through  the  hallways 


of  the  Elysee  Palace,  where  she  scouted 
the  terrain  before  international  summit 
meetings  on  behalf  of  President  Francois 
Mitterrand — an  infamous  ladies'  man.  A 
change  of  government  pushed  Lauvergeon 
into  the  business  world,  where  she  spent 
short  stints  at  Lazard  Freres,  as  a  partner 
in  the  New  York  office,  and  at  telecom  titan 
Alcatel,  as  a  senior  executive  vice  president, 
before  being  drafted  to  replace  the  depart- 
ing head  of  Cogema,  the  fuel  and  mining 
components  of  the  state's  nuclear  appara- 
tus. "To  go  from  an  industry  at  the  height 
of  fashionability  to  one  of  the  most  despised 
institutions  in  France  in  order  to  take  a  two- 
thirds  salary  cut— let's  say  it  was  strange," 
says  Lauvergeon. 

Her  easy  laugh  and  directness  contrasts 
with  the  ingrained  hauteur  of  most  of 
France's  business  elite.  She  is  every  bit  one 
of  them,  of  course,  having  graduated  from 

The  number  for 
nuclear  is  all  over 
the  map,  from 

$4,000 

a  kilowatt  to 

$5,500 
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the  rigorous  Ecole  des  Mines  with  a  specialty 
in  physics.  But  it's  difficult  to  imagine  another 
of  the  austere  tribe  of  mineurs  sponsoring 
France's  contender  in  the  Americas  Cup, 
as  Areva  did,  or  approving  an  ad  campaign 
set  to  the  tune  of  the  1980s  dance  hit  "Funky 
Town."  For  Frances  Fete  de  la  Musique, 
Areva  runs  its  own  disco  where  Lauvergeon 
is  often  on  the  dance  floor  demonstrating 
her  version  of  the  mystifying  French  ritual 
they  call  "le  rock" 

With  Sarkozy  installed  in  the  Elysee 
Palace,  some  kind  of  privatization  is  bound 
to  happen.  Not  a  moment  too  soon  for  Lau- 
vergeon. "There  are  a  number  of  reasons 
we  have  to  open  up  Areva's  capital,  but  the 


number  one  is  that  we  live  in  an  extremely 
competitive  world  and,  as  it  happens,  most 
of  our  competitors  are  publicly  traded,"  she 
says,  referring  to  conglomerates  like  Toshiba, 
Hitachi  and  General  Electric  that  dwarf 
Areva  in  financial  heft. 

The  state  might  sell  shares  (but  not 
enough  to  drop  its  stake  below  51%) 
either  to  the  public  or  to  another  firm. 
Bouygues,  a  construction,  real  estate  and 
telecom  conglomerate  with  revenue  of  $36 
billion,  would  be  a  plausible  buyer;  it 
already  owns  25%  of  Alstom. 

To  pull  off  the  transaction,  Areva 
would  first  have  to  buy  out  the  34%  stake 
that  Siemens  AG  holds  in  Areva's  nuclear 
reactor  division,  valued  at  $1.4  billion  or 
so.  Siemens  and  Alstom  compete  head-to- 
head  in  nonnuclear  turbines,  so  antitrust 
laws  presumably  would  dictate  that 
they  not  be  corporately  connected  via 
Bouygues-Areva.  If  this  happens,  it  is  likely 
that  Lauvergeon's  nemesis  Patrick  Kron 
would  end  up  running  some  combined 
supernuclear  company,  while  Lauvergeon 
would  get  a  consoling  appointment  as  chief 
of  Electricite  de  France,  an  electric  utility 
and  constant  companion  (customer  and 
marketing  partner)  of  Areva.  Sarkozy  has 
close  ties  to  both  Kron  and  Martin 
Bouygues,  who  was  a  witness  at  the  presi- 
dent's wedding  in  1996. 

Lauvergeon  has  heard  rumors  of  her 
demise  many  times  before.  "If  I  add  up 
what  all  the  different  companies  say  they 
want,  it  amounts  to  210%  of  our  total  cap- 
ital, which  is  really  gratifying,"  she  says 
coolly.  Whatever  happens,  it  would  be 
foolish  to  bet  against  her  in  a  political 
dogfight.  Says  an  admiring  colleague  at 
Areva,  "She  loves  a  good  brawl." 

Late  last  year  Areva  lost  a  shootout 
with  Westinghouse  to  supply  China  with 
four  reactors,  a  deal  worth  roughly  $8  bil- 
lion. The  postgame  analysis  gave  the  edge 
to  Westinghouse,  now  owned  by  Toshiba, 
for  allowing  the  Chinese  greater  access  to 
its  technology.  "After  Westinghouse  won 
that  contract,  everyone  said  it's  finished  for 
Areva  in  China,"  says  Lazard  Freres  banker 
Matthieu  Pigasse.  "[Lauvergeon]  said,  'No, 
I'm  going  to  come  back  with  something."' 

And  she  did.  When  the  Chinese 
wanted  to  buy  uranium  for  existing  plants, 
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Lauvergeon  uttered  her  famous  non — not 
unless  they  were  also  willing  to  order  a 
couple  of  new-generation  nukes.  Areva  is 
currently  in  negotiations  with  China 
Guangdong  Nuclear  Power  Co.  for  the  sale 
of  two  reactors. 

Across  the  globe,  to  protect  her  com- 
pany's interests,  Lauvergeon  had  to  travel 
to  Niger  to  convince  its  foreign  minister 
that,  contrary  to  allegations,  Areva  had 
not  supported  rebel  forces  there.  The 
African  nation  supplies  40%  of  Areva's 
uranium,  a  cozy  situation  that  cannot  last. 
After  years  of  languishing  below  its 
extraction  costs,  the  price  of  uranium  ore 


a  single  loop  of  water  picking  up  heat  irom 
the  reactor  and  turning  the  turbine.  Oikilu- 
oro-3  has  a  purported  ability  to  withstand 
a  direct  hit  from  a  Boeing  747.  Areva  is  los- 
ing a  pile  of  money  on  the  reactor  but  hopes 
to  construct  copies  of  the  plant  elsewhere 
at  a  profit.- 

As  in  the  U.S.,  so  too  in  Finland:  Sec- 
ond-guessing by  safety  engineers  during 
construction  causes  constant  readjust- 
ments and  costly  delays.  "It's  true,  we 
underestimated  the  consequences  of  that," 
concedes  Luc  Oursel,  the  new  president  of 
Areva  NP,  the  company's  reactor  division. 
Early  on  Areva  found  problems  with  the 


has  jumped  fivefold  over  the  last  five  years 
to  $105  a  pound  on  the  spot  market.  In 
July  Areva  reached  a  deal  to  buy  Canadian 
uranium  exploration  company  UraMin 
for  $2.5  billion;  the  company  wants  to 
double  yearly  uranium  production  to 
12,000  tons  by  2012.  Areva  makes  a  lot 
more  money  selling  nuclear  fuel  than  it 
does  selling  reactors. 

You  can  see  why  by  looking  at  a  town 
called  Oikiluoto,  deep  in  the  pine  forest  of 
Finland.  That's  where  Areva  is  building 
its  first  EPR  (Evolutionary  Power  Reactor), 
a  1,600- megawatt  monster  designed  to 
compete  with  offerings  from  Toshiba- West- 
inghouse  and  GE-Hitachi.  The  three  differ 
in  technology:  The  French  version  has  one 
loop  of  water  running  through  the  nuclear 
fuel  heating  up  a  second  loop  that  pushes 
the  turbine  blades,  while  the  GE  version  has 


porosity  of  cement  it  was  using  in  Finland. 
Oursel  had  to  dump  a  Finnish  contractor 
and  call  in  help  from  Bouygues,  the  con- 
struction firm  that  is  so  anxious  to  get  in 
bed  with  Areva. 

"The  big  question  for  investors  in 
nuclear  is  how  much  it  costs  to  build  the 
plant,"  says  Jonathan  Baliff,  a  managing 
director  at  Credit  Suisse  Global  Energy 
Group,  who  advises  U.S.  utilities.  "A  gas- 
fired  plant  costs  $1,000  a  kilowatt;  a  new 
coal  plant  costs  $2,700  a  kilowatt.  But  the 
number  for  nuclear  is  all  over  the  map, 
from  $4,000  a  kilowatt  to  $5,500  a  kilowatt. 
Oikiluoto-3  can  help  Areva  put  a  number 
on  a  new  plant,  which  is  a  huge  advantage." 

The  tuition  for  this  kind  of  education 
is  steep.  The  plant  startup  in  Oikiluoto, 
originally  planned  for  2009,  has  been 
pushed  back  to  2011.  The  delays  have 


sparked  whispers  that  Areva's  EPR  con| 
tract  in  China  may  be  in  trouble.  Areva' 
nuclear  reactor  business  lost  $567  millioi 
last  year.  While  Lauvergeon  won't  put 
number  on  it,  the  provision  for  Oikiluoti 
losses  is  running  perhaps  as  high  as  $94! 
million. 

You  wouldn't  know  times  were  tougl 
from  visiting  Chalon  Saint-Marcel,  site  of  tb 
Areva  factory  that  makes  most  of  the  part 
for  the  Finnish  plant.  When  Lauvergeoi 
arrived,  Framatome  had  400  employees  her 
making  replacement  parts  for  existinj 
nukes,  at  a  loss,  as  well  as  plans  to  shut  th 
plant  down.  Lauvergeon  insisted  on  keep 
ing  the  place  open.  Areva,  she  said,  wouh 
have  to  stay  in  the  reactor  building  busines 
if  it  wanted  to  be  in  the  nuclear  game. 


Real  versus  ideal 

Startup  of  Areva's 
new  reactor  in 
Finland  is  already 
delayed  by  two 
years;  losses  are 
S945  million  or  so. 


Today  900  em 
ployees  work  aroun 
cranes  lifting  150 
ton  steam  generator 
forged  from  500-to 
steel  ingots.  Half  c 
Chalon's  productio 
^ is  for  new  reactor: 
Areva  says  the  frac 
tion  will  rise  to  70%  in  three  years.  Arev 
has  preliminary  plans  to  sell  six  EPRs,  £ 
some  point,  in  the  U.S.  It  already  has  two  c 
these  late  models  in  the  works.  Along  wit 
marketing  partner  Electricite  de  Franc* 
the  utility,  Areva  is  working  furiously  t 
submit  license  applications  for  a  couple  c 
reactors  that  would  be  built  on  sites  ths 
already  have  nuclear  plants — one  i 
Calvert  Cliffs,  Md.,  the  other  at  Nine  Mil 
Point,  near  Oswego,  N.Y.  The  customer  fc 
both  reactors:  Constellation  Energy. 

And  if  that  deal  falls  through? 
doesn't  matter,"  says  an  Areva  executive. " 
Constellation  doesn't  take  them,  someon 
else  will."  I 
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Bose®  QuietComfort®  Acoustic  Noise  Cancelling®  headphones. 
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Jse  them  as  a  concert  hall  -  or  a  sanctuary. 


hink  of  them  as  a  reprieve  from  the 
'orld  around  you.  Whether  it's  the  engine 
>ar  inside  an  airplane,  the  bustle  of  the 
ty  or  distractions  in  the  office,  Bose® 
uietComfort®  headphones  help  them  fade 
)ftly  into  the  background  with  the  flic 
f  a  switch.  You  can  savor  delicate 
lusical  nuances  in  places  you 
Duldn't  before.  And  when 
)u're  not  listening  to  music,  you 
an  quietly  slip  into  a  haven 
of  peace  and 
solitude.  Clearly, 
these  are  no  ordinary 
headphones.  It's  no  exag- 
geration to  say  they're 
one  of  those  things  you 
have  to  experience  to 
slieve.  They're  even  available  in  your  choice 
:  styles:  on-ear  and  around-ear. 


On-ear 
QC™3  headphones 


)C2  headphones  (left). 
G  headphones  (right). 


Around-ear 
QC™2  headphones 


FREE 
shipping 
with  your 
order. 


educe  noise  with  Bose  technology.  Our 

;adphones  were  designed  primarily  for  air- 
ane  travelers,  and  that's  where  their 
atented  Bose  technologies  create  the  most 
■amatic  noise  reduction.  But  owners  soon 
ild  us  they  often  use  them  in  other  places 
i  enjoy  their  music  with  greater  clarity.  When 
ie  QC'"2  headphones  were  introduced, 
'chnologyReview.com  said,  "It's  as  if 
imeone  behind  your  back  reached 
jt,  found  the  volume  control 
pr  the  world,  and  turned  it 
way,  way,  down." 
Try  them  when 
you're  on  the 
go,  at  home  and 
in  the  office. 

Enjoy  your  music 
ith  our  best-sounding  head 
hones  ever.  As  Ultimate  Mobility 
agazine  reports,  Bose  headphones  "have 
?en  the  gold  standard  for  years."  Patented 
3se  noise  reduction  and  audio  technologies, 
orking  together,  can  make  any  listening 
;perience  more  enjoyable. 


Better  sound  through  research® 

>se  payment  plan  available  on  orders  of  $299-$1500  paid  by  major  credit  card  Additional  financing  offers  may  be  available  for  select  products.  See  website  for  details.  Down  payment  is  1/12  the  product 
:e  plus  applicable  tax  and  shipping  charges  Then,  your  credit  card  will  be  billed  for  1 1  equal  monthly  installments  with  0%  APR  and  no  interest  charges  from  Bose  Credit  card  rules  and  interest  may  apply 
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incing  and  free  shipping  offer  not  to  be  combined  with  other  offers  or  applied  to  previous  purchases,  and  subject  to  change  without  notice  Risk  free  refers  to  30-day  trial  only  and  does  not  include  return 
Kg.  Delivery  is  subject  to  product  availability  Quotes  reprinted  with  permission  Simson  Garfinkel,  TechnologyReview.com,  7/9/03;  Ultimate  Mobility.  Fall/03 


"...the  most  comfortable  headphone 
we've  ever  worn."  That's  what  Adam 
Frucci  of  SciFi.com  says  about  the  on-ear 
fit  of  the  QC3  headphones. 
If  you  prefer  an  around- 
ear  design,  the  QC2 
headphones  are  equally 

comfortable.  Simply  turn 
them  on  to  enjoy  peace  and 
tranquility.  To  add  Bose 
quality  sound,  attach  the 
audio  cord  and  connect 
them  to  a  home  stereo,  lap- 
top, portable  CD/DVD/MP3 
player  or  in-flight  audio 
system.  They  also  offer  a  fold- 
flat  design  for  easy  storage  in  the 
iTWcarrying  case. 

Call  1-800-901-0256,  ext.  Q5869  to  try 
them,  risk  free.  Choose  the  style  you  prefer. 
The  QC3  headphones  lightly 
rest  on  your  ears.  The  QC2 
headphones  gently  surround 
them.  Both  QC2  and  QC3 
headphones  offer  the  same 
total  (active  pius  passive)  noise 
reduction  and  the  same  acclaimed  audio 
performance.  Your  choice  should  be 
made  on  whether  you  prefer 
around-ear  or  on-ear  head- 
phones. Our  Excitement 
Guarantee  lets  you  try 
them  risk  free  for  30  days. 
Ask  about  using  your  own 
major  credit  card  to  make 
12  easy  payments,  with  no 
interest  charges  from  Bose*  And 
discover  headphones  that  are  very 
different  from  the  rest  -  Bose  QuietComfort 
Acoustic  Noise  Cancelling®  headphones. 

To  order  or  learn  more: 

1-800-901-0256 

ext.  Q5869 
www.Bose.com/QC 


This  Won't 
Hurt  a  Bit 

sio  company  benefits  more  than  WellPoint  from  the 

current  health  care  mess.  New  chief  executive 
Angela  Braly  is  trying  to  put  a  kind  face 

on  this  controversial  business. 


David  Whelan 


TWO  MONTHS  INTO  HER  JOB  AS 
chief  executive  of  health  insur- 
ance giant  WellPoint,  Angela 
Braly,  number  16  on  FORBES'  list 
of  the  World's  Most  Powerful 
Women  (p.  126),  is  on  a  listening 
tour  in  New  Haven,  Conn.  She  makes  a  half- 
hour  stop  in  the  office  of  Marna  Borgstrom, 
the  head  of  the  Yale-New  Haven  Hospital.  Yale 
offers  a  WellPoint  plan  to  its  20,000  hospital 
employees,  who  each  get  full  coverage — unlike 
many  of  the  patients  who  use  the  hospital. 
Borgstrom  is  worried  about  the  cost  of  caring 
for  uninsured  folks  and  deadbeats.  She  favors 
some  kind  of  government  intervention. 

Braly  makes  the  case  that  the  American 
system  could  be  worse,  the  if-it-ain't-broke 
argument.  "In  China  they  roll  you  out  of  the 
hospital  if  you  run  out  of  cash,"  Braly  tells 
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Borgstrom.  She's  skeptical  that  govern- 
ment can  come  to  the  rescue  and  predicts 
that  Medicare  will  run  out  of  money  in 
2014,  five  years  sooner  than  forecasted:  "I 
think  partnering  [among  insurers,  health 
providers  and  employers]  on  cost  and 
quality  is  the  only  solution."  Braly  plugs 
WellPoint's  incentive  policy— paying 
hospitals  more  when  patients  have  fewer 
complications.  She  also  describes  a  new 
bonus  system  that  pays  WellPoint  work- 
ers more  if  the  overall  health  of  its  34  mil- 
lion members  goes  up.  As  the  meeting 
ends,  the  two  women  wish  each  other 
luck,  their  \iews  apparently  unchanged. 

At  the  youthful  age  of  46,  with  only  a 
few  years  of  operational  business  experi- 
ence, Angela  Braly  has  become  the  most 
powerf  ul  woman  in  health  care.  Her  com- 
pany provides  coverage  to  one  in  nine 
Americans,  more  than  better-known 
UnitedHealthcare,  Cigna  or  Aetna.  The 
42,000-employee  behemoth  runs  Blue 
Cross  and  Blue  Shield  plans  in  14  states. 
It's  the  biggest  corporation  in  the  world 
with  a  woman  on  top,  its  sales  of  S56  bil- 
lion bigger  than  those  of  Pepsi,  Archer 
Daniels  Midland,  Kraft  or  Xerox. 

But  in  today's  heated  debate  over 
reforming  health  care,  Braly  might  wish  at 
times  she  ran  a  less  visible  company.  Wefl- 
Points  strength  has  made  it  a  fat  target  for 
people  who  think  that  for-profit  health 
insurers  are  callous  and  evil.  Earlier  this 
year  the  company  settled  lawsuits  with  ten 
patients  who  claimed  that  their  policies 
were  canceled  after  an  injury  or  diagnosis. 
(WellPoint  had  argued  that  they  had 
concealed  preexisting  conditions.)  Doc- 
tors in  several  states  have  filed  class 
actions  claiming  WellPoint  plans  withhold 
payments.  It's  the  only  health  insurer  in 
California  actively  opposing  Governor 
Arnold  Schwarzenegger's  plan  to  provide 
everyone  with  health  insurance. 

In  her  slow  Texas  drawl,  Braly,  who 
was  WellPoint's  general  counsel  before 
getting  the  top  job,  understands  her  chal- 
lenge: aA  Senator  told  me  recently:  'It's 
going  to  be  a  bumpy  road,  and  you  will  be 
the  shock  absorber.  " 

Underneath  the  friendly  veneer  is  a 
hardheaded  negotiator  who  grew  up  pro- 
fessionallv  in  the  healtu-  care- industrial 


Galloping  Costs 


WellPoint  collects  in  premiums  about  $3,300  a  year  on  average  for  each  person  it  fully 
covers.  Historically  that  number  has  grown  at  twice  and  even  three  times  inflation.  But 
due  to  factors  like  taking  on  Medicare  patients  and  pressures  from  employers  to  hold 
down  costs,  the  growth  rate  is  slowing,  says  analyst  Thomas  Carroll  of  Stifel  Nicolaus. 

■  WellPoint  premium  growth  rate 
Consumer  Price  Index 
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Worried  About  Obamacare? 


After  a  steady  run  since  its  2001  offering,  WellPoint's  stock  has  stalled  over  the  last  year,) 
making  it  cheap  to  Warren  Buffett,  who  scooped  up  4  million  shares  recently. 
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complex  and  is  not  about  to  roll  over  for 
the  likes  of  Michael  Moore.  While  she 
talks  about  health  care  reform,  she  insists 
it  must  be  done  by  the  private  sector,  and 
in  measured  steps.  Her  success  as  a  chief 
executive  and  public  figure  will  depend  on 
whether  she  can  smooth  out  bumps  in  the 
health  care  system  while  fending  off 
government  intrusion— and  keep  Well- 
Point a  money  machine. 

Earnings  (including  acquisitions)  have 
risen  55%  a  year  on  average  since  2000,  to 
S3  billion,  while  revenues  have  grown 
37%  a  year.  It  does  big  acquisitions  with- 
out losing  members,  a  fate  rivals  regularly 
experience.  Its  health  plans  have  30%  to 
60%  market  share  and  offer  the  widest 


networks  of  doctors  and  hospitals.  Warre 
Buffett  just  quadrupled  Berkshire  Hatf 
away's  stake  in  the  company  to 
million  shares,  even  though  the  growth 
what  WellPoint  can  charge  is  starting 
slow  (see  charts). 

WellPoint's  history  goes  back  to  tH 
1980s,  when  for-profit  insurers  starte 
winning  business  away  from  nonprot 
Blue  Cross-Blue  Shield  companies.  1 
response,  many  Blues  combined  an 
started  writing  policies  using  data  c 
medical  histories  rather  than  offering  tl 
same  deal  to  everyone  in  a  given  commi 
nity  regardless  of  risk.  The  pushiest  Blu 
converted  to  for-profit,  investor-owne 
companies.  The  final  result  was  \\  ellPoir 
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now  worth  S48  billion,  formed 
after  Indianapolis  insurer 
Anthem,  led  by  Larry  C.  Glass- 
cock, bought  the  larger  Well- 
Point in  2003  and  took  its 
name.  Of  the  100  million  Blues 
customers,  a  third  are  part  of 
WellPoint. 

Braly  began  her  involve- 
ment in  the  health  care  industry  while 
working  at  the  St.  Louis  law  firm  of 
Lewis  Rice  &  Fingersh.  She  had  moved 
there  to  follow  her  accountant  husband, 
Douglas,  when  he  got  a  job  as  treasurer 
of  his  family's  trucking  company.  A  Dal- 
las native,  Braly  went  to  Texas  Tech  and 
then  got  a  law  degree  from  Southern 
Methodist  in  1982.  Her  mother  helped 
pay  Braly's  tuition  at  Texas  Tech  by 


Human  shock 
absorber:  Braly's 
company  is  a  fat 
target  for  people 
who  think  insurance 
companies  are 
callous  and  evil. 


working  as  a  secretary,  atter 
her  father,  an  electrical  engi- 
neer, died  in  a  car  accident 
when  Angela  was  18. 

Known  as  a  workaholic, 
dragging  huge  stacks  of  doc- 
uments home  at  night,  Braly 
became  a  partner  in  corporate 
finance.  A  client,  HealthLink, 
a  small  HMO,  merged  in  1995  with 
RightChoice,  a  Blues  plan,  and  she  was 
given  the  assignment  to  work  out  a  settle- 
ment involving  claims  that  RightChoice 
had  benefited  from  its  parent  company,  a 
nonprofit,  to  the  detriment  of  taxpayers. 
She  proposed  creating  a  foundation  that 
would  pay  for  health  care  for  poor  Mis- 
sourians.  A  judge  rejected  the  settlement. 
Braly  persuaded  the  attorney  general  and 


community  groups  to  get  the  governor  ti 
overrule  the  judge. 

"When  we  were  negotiating  with  th 
governor  and  the  attorney  general,  sh 
was  the  only  one  they  would  listen  to, 
says  John  Riffle,  her  mentor  at  the  lav 
firm.  Saving  the  deal  made  Braly  a  bi 
shot  in  the  small  world  of  for-profit  Blues 
RightChoice  hired  her  full-time  in  1999  a 
general  counsel. 

Two  years  later  WellPoint,  which  hai 
started  as  Blue  Cross  of  California 
bought  RightChoice  for  $1.3  billion,  h 
August  2003  Braly  finally  got  her  chanc 
to  run  the  Missouri  business,  but  he 
time  in  an  operating  position  was  cu 
short  by  another  promotion  a  year  an> 
a  half  later,  this  time  to  general  counse 
of  the  national  holding  compan 
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in  Indianapolis. 

There  she  clicked  with  WellPoint 
chief  Glasscock  and  rode  shotgun  to 
finance  chief  David  Colby  on  the  $6.5 
billion  purchase  of  New  York's  Empire 
Blue's  plans  in  2005.  Then  came  the 
shocker.  In  February  Glasscock,  who  is 
only  58,  announced  he  was  retiring  to 
tend  to  a  family  matter. 

How  Braly,  a  dark-horse  candidate, 
was  selected  to  replace  Glasscock  is  a 
matter  of  some  office  intrigue.  In 
WellPoint's  last  proxy  statement  she 
was  not  even  considered  a  top-level 
executive. 

Board  members  had  screened  200  ex- 
ternal candidates,  but  no  one  stood  out. 
The  board  ran  a  financial  analysis  that 
showed  that  internal  successions  succeed 
more  often  than  outside  hires.  The  board 
then  focused  mainly  on 
Colby,  the  company's 
well-regarded  face  to  Wall 
Street;  John  Watts,  the 
head  of  sales;  and  Braly — 
all  of  whom  said  they 
wanted  the  job. 

Braly  recalls  how 
the  board  asked  her 
whether  she  could  han- 
dle the  job  and  her 
three  kids.  She  replied: 
"This  won't  be  easy.  I  have  a  young 
family."  The  board  knew.  It  had  once 
moved  a  meeting  so  she  could  attend 
her  daughter's  school  piay.  "They 
should  be  asking  men  and  women 
those  questions,"  Braly  says  now.  "They 
knew  I  worked  hard." 

Ultimately  the  board  gave  her  the 
job  because  she  has  "no  ego,"  is  a  good 
listener  and  was  skilled  at  public  pol- 
icy, says  William  Ryan,  a  board  mem- 
ber and  chairman  of  TD  Banknorth  in 
Portland,  Me.  The  conference  call 
announcing  it  was  awkward.  Stock 
analysts  pounced  on  why  Colby  or 
Watts  had  not  been  chosen.  "You  can't 
get  annoyed  that  easily  or  take  it  per- 
sonally," shrugs  Braly,  whose  new  con- 
tract includes  $2.4  million  in  salary 
and  bonuses,  plus  410,000  options. 

It  became  even  more  curious  the 
weekend  before  Braly  started,  in  June. 


The  company  announced  that  Davi 
Colby  had  been  fired  for  "personal  con 
duct  violations."  Later  it  came  out  tha 
he  had  been  carrying  on  romantic  reld 
tionships  with  several  women  at  one* 
one  of  whom  had  sued  the  compan- 
Mark  Hathaway,  the  L.A.  lawyer  wh 
filed  the  suit,  says  that  12  women  in  a 
claim  they  were  dating  Colby,  includin 
one  who  worked  for  the  compan 
Colby  left  with  about  $180  million  i 
stock;  he  did  not  respond  to  a  voice  ma 
left  with  his  attorney. 

Braly  and  others  at  WellPoint  refus 
to  discuss  what  exactly  led  to  the  di: 
missal  or  when  they  first  learned  c 
Colby's  after-hours  entanglements.  II 
March  WellPoint  had  promoted  Colb 
to  vice  chairman  and  given  him  exti 
options.  But  Hathaway,  who  is  now  ref 


WellPoint  is  spending 

$2  million 

attacking 

Governor  Schwarzenegger's 
health  plan. 


resenting  four  of  the  spurned  paramoui 
says  that  his  original  client,  Rita  DiCarl 
had  called  the  company  to  compla 
about  him  six  months  before  he  w. 
fired.  The  decision  to  can  Colby  in  M; 
was  hard  on  Braly,  her  friends  sa 
because  of  Colby's  financial  stature, 
felt  sad,"  Braly  says.  "Dave  had  doi 
great  things  for  the  company." 

Braly  would  rather  not  talk  abo 
how  she  got  the  job.  But  she  doesr 
mind  discussing  how  she  balances  wo 
and  family,  since  so  many  women  a 
her  about  it.  While  in  St.  Louis  Braly  h; 
three  children,  now  ages  17,  14  and  1 
For  her  first  she  took  a  six-mon 
maternity  leave.  She  briefly  consider! 
leaving  the  workforce  to  focus  on  chil 
rearing  but  realized  she  wanted  to  bt 
working  mom.  For  the  second  tv 
children  she  took  shorter  leaves.  "It  w 
a  honeymoon  to  go  back  to  work  ea' 


Braly's 

Prescriptions 

Widen  the  Tent 

The  government  should  expand  Medicaid  and 
other  coverage  for  kids.  WellPoint  is  designing 
new  products  that  target  other  pockets  of  the 
uninsured,  like  young  people  just  out  of  col- 
lege or  retirees  not  yet  qualified  for  Medicare. 

Don't  Expect  One  Size  to  Fit  All 

Insurance  should  be  tailored.  Old  men  don't 
need  maternity  coverage.  Twenty-two-year- 
olds  don't  need  all-you-can-eat  plans. 

Make  People  Accountable 

Pay  incentive  bonuses  to  hospitals  and  doctors 
whose  results  improve.  In  2006  WellPoint  paid 
$140  million  in  these  bonuses.  One  hospital 
was  rewarded  for  speeding  up  the  time  it  took 
to  insert  angioplasty  balloons  into  heart 
attack  patients. 

Focus  on  Big  Items 

Do  more  to  manage  chronic  diseases  like 
diabetes  and  asthma.  Target  high-risk 
pregnancies  to  avoid  premature  birth.  Make 
people  dump  patented  drugs  for  cheaper 
generics. 

Don't  Rock  the  Boat  Too  Hard 

The  free  market  means  new  drugs  and 
devices.  High-tech  procedures  are  expensive. 
Tinker  too  much  and  all  that  goes  away.  Let 
WellPoint  decide  what  treatments  are  the 
most  effective. 
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time,"  she  says.  She  also  joined  the 
mostly  male  Missouri  Athletic  Club. 
"Every  year  my  friend  and  I  would  get 
the  Woman  Athlete  of  the  Year  awards 
because  we  were  the  only  two,"  she  says. 
For  the  move  to  Indianapolis  her  hus- 
band quit  his  job  and  now  watches  the 
kids  and  invests  in  real  estate.  "I  don't 
have  a  great  system.  I  just  have  a  great 
husband,"  she  says. 

Braly  held  her  first  executive  staff 
meeting  in  June  at  her  home,  turning  her 
movie  theater  into  a  conference  room.  She 
catered  it  with  Texas  barbecue,  explaining: 
"I'm  a  terrible  cook." 

There's  some  soft-and-fuzzy  man- 
agement here,  at  least  on  the  surface, 


Wellpoint's  earnings 
have  risen  70 
a  year  on  average 
s  nee  2000,  to 

S3  billion. 


with  a  corporate  philosophy  captured  in 
bromides  like  "Assume  good  intent"  and 
"Curiosity  before  judgment."  The  com- 
pany also  preaches  a  concept  it  calls  the 
Mood  Elevator.  Colleagues  assess  them- 
selves on  a  spectrum  from  "Depressed" 
and  "Angry-Hostile,"  the  two  lowest 
floors,  to  "Grateful"  and  "Wise- Insight- 
ful," the  two  highest.  To  end  meetings 
Braly  will  sometimes  ask  people  to  say 
where  their  mood  elevator  is.  If  too 
many  are  low,  she  may  extend  the 
discussion  so  that  nobody  feels  unloved. 
She  also  likes  to  improvise.  Recently, 
when  discussing  an  initiative,  a  manager 
told  her,  "Well,  we  can  try."  The  next 
time  they  met,  Braly  brought  a  DVD  of 
Star  Wars  for  her  to  watch.  "Do  or  do 
not.  There  is  no  try,"  says  Braly,  in  a 
spot-on  Yoda  voice. 

So  what  is  Braly  trying  to  do  to  keep 
WellPoint  growing  amid  political  pressure 
for  some  kind  of  health  care  reform?  Bralv 


says  that  the  problem  of  uninsured  fami- 
lies can  be  minimized  by  targeting  the 
higher-income  part  of  that  population 
with  new  products  and  expanding  gov- 
ernment programs  to  capture  the  poor 
and  high-risk.  The  solution  is  not  to  pro- 
vide all-you-can-eat  coverage  for  everyone 
because,  as  she  says,  there  isn't  enough 
money  in  the  world.  There  must  be  some 
form  of  market-driven  managed  care.  "We 
have  to  be  disciplinarians  about  cost  and 
quality.  That  will  sometimes  make  us 
unpopular,"  she  says. 

Braly  officially  wants  WellPoint  to 
remake  the  health  care  system  by  turning 
individuals  into  health  consumers.  It 
trumpets  Tonik,  a  $77  per  month  health 
plan  for  young  people  who  go 
without  coverage  because  they 
freelance  or  work  in  retail.  It 
covers  a  few  visits  a  year  and 
then  goes  to  a  high  deductible. 
WellPoint  has  expanded  it  to 
seven  states.  But  despite  the 
hype,  after  two  years  WellPoint 
has  sold  only  70,000  policies. 
"Tonik  has  gotten  more  press 
coverage  than  members,"  says 
David  Olson,  a  senior  vice  presi- 
dent at  rival  California  HMO 
Health  Net. 
And  for  all  the  talk  of  individual- 
directed  plans,  the  company  is  still  reliant 
on  traditional  full-coverage  corporate 
accounts.  Sales  chief  Watts  recently  landed 
Bank  of  America  and  Kroger  as  national 
clients.  Is  there  a  plan  to  move  big 
accounts  such  as  these  to  consumer- 
directed  plans,  which  are  cheaper  for 
employers  and  fit  into  WellPoint's  vision? 
Nope,  says  Watts,  because  such  a  move 
would  hurt  profit  margins.  Rather,  he  says, 
consumer  plans  like  Tonik  will  be  used 
only  to  reach  new  customers. 

Can  a  company  be  both  a  money 
machine  and  reformer?  In  the  last  annual 
report  Glasscock  and  Braly  wrote  that  one 
of  WellPoint's  goals  is  to  "help  stabilize 
health  care  costs  and  premiums."  But  be 
careful  what  you  wish  for.  WellPoint's  new 
finance  chief,  Wayne  DeVeydt,  concedes 
that  price  increases  account  for  half  of 
earnings  growth  each  year  (see  top  chart, 
p.  118).  DeVeydt,  in  fact,  says  that  Well- 


Point's  earnings  would  suffer  if  the 
upward  march  of  health  care  costs  (anc 
the  corresponding  insurance  premiums] 
collapsed  from  its  8%  annual  rate  to  th«| 
2.5%  inflation  rate. 

Then  there's  California,  where  Well 
Point's  image  has  taken  the  worst  beating 
WellPoint  plan  California  Blue  Cross  ha] 
been  savaged  in  newspaper  articles  and  ai 
the  Capitol  for  retroactively  canceling 
plans  of  sick  members  who  it  says  falsifieq 
their  applications.  One  woman  who  withi 
held  information  about  a  yeast  infection 
and  later  got  her  policy  canceled  ended  u[ 
blasting  the  company  in  Michael  Moore" 
Sicko.  (WellPoint  says  privacy  laws  ancj 
lawsuit  settlements  prevent  it  fronj 
explaining  what  really  happened.) 

WellPoint  is  spending  S2  million  to 
attack  Schwarzenegger's  health  plan;  onj 
ad  compares  it  to  the  electricity  deregula) 
tion  that  led  to  blackouts  in  California! 
Braly  argues  that  Schwarzenegger's  plait 
which  requires  that  insurance  companie 
open  the  door  to  all  applicants,  will  fai 
because  healthy  people  will  not  buj 
insurance  until  they  get  sick,  sending  thi 
market  into  a  "death  spiral."  She  says  tha 
in  states  where  insurers  must  offer  cover  I 
age  to  everyone  regardless  of  their  healthl 
premiums  are  three  times  as  high.  "Yol 
need  to  protect  the  individual  markei 
Right  now  it's  very  affordable,"  she  sayj 
Braly  claims  that  the  Massachusetts  uni 
versal  coverage  plan,  which  is  based  oi 
similar  principles,  is  falling  apart  for  th| 
reasons  she  cites,  though  insuranc 
companies  there  deny  that  is  the  case. 

Braly's  stance  annoys  not  just  the  go\. 
ernor's  office  but  also  WellPoint's  rival 
"We  have  spent  a  lot  of  time  trying  to  tall 
them  into  a  more  progressive  position 
says  George  Halvorson,  head  of  Kaise 
Permanente,  the  second-biggest  healt 
plan  in  California  after  WellPoint's  Blu 
Cross  subsidiary. 

Expect  a  standoff,  for  which  Braly 
ready.  "People  will  say,  'Why  don't  yo 
line  up  behind  the  governor?'"  she  say  I 
"That's  not  who  we  are."  She  recoum 
some  good  advice  she  once  receivec 
"You  have  to  know  who  you  are  becaus 
people  will  always  tell  you  who  yo 
should  be." 
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i  Sentosa,  we've  partnered  with  nature  to  keep  the  landscape  lush  and 
jl.  From  carefully  preserving  our  century-old  heritage  trees  to  ensuring 
is  built  beyond  the  tree  canopy,  no  effort  is  spared  in  maintaining  the 
d  fauna.  You'll  find  this  commitment  to  creating  the  perfect  experience 
1hing  we  do  here.  After  all,  your  pleasure  is  our  business. 
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The  Top  10 


As  more  women  now  run  corporal 


i 


Angela  Merkel 

Chancellor,  Germany 

Impressive  leadership 
at  two  global  summits, 
unemployment  at  a 
five-year  low  and  healthy 
GDP  growth  are  why 
Merkel  recently  got  a 
75%  popularity  rating — 
despite  raising  taxes. 


Wu  Yi 

Vice  Premier,  China 

Oversees  an 
economy  set  to 
displace  Germany 
as  the  third  largest, 
while  staring  down 
U.S.  trade 
protectionists. 


Ho  Ching 

Chief  Executive,  Temasek 
Holdings,  Singapore 

Wife  of  prime  minister 
heads  country's 
state-owned 
investment  firm, 
with  $108  billion  in 
net  portfolio  assets. 


Condoleezza 
Rice 

Secretary  of  State,  U.S. 

Her  toughest  diplomi 
challenge  is  defendinj 
Bush  Administration 
policies  against  the 
antiwar  crowd. 


WW  OMEN  ARE  MAKING  VETOd 
J  visible  advances  in  busi- 
ness. In  the  year  since  we 
last  ran  our  rankings  ol 
the  most  powerful  women 
in  the  world,  Angela  Braly  (No.  16)  took 
the  helm  of  insurer  WellPoint,  providing 
health  care  coverage  to  one  in  ten  Ameri- 
cans; the  worlds  largest  money-transfei 
company  Western  Union,  was  spun  ofl 
from  First  Data  under  the  leadership  ol 
Christina  Gold  (56);  and  PepsiCo  s  chiel 
executive,  Indra  Nooyi  (5),  added  another 
tide,  that  of  chairman. 

While  there  have  been  plenty  of  hand- 
wringing  studies  arguing  that  the  glass 
ceiling  for  women  has  turned  into  con- 
crete, we  had  no  difficulty  turning  up 


ofits  and  entire  countries,  getting  on  our  annual  list 

haS  never  been  more  Challenging.  By  Elizabeth  MacDonald  and  ChanaR.Schoenberger 


ira  Nooyi 

sf  Executive, 
siCo,  U.S. 

company's 
0  billion  market 
je  puts  it  not 
behind 
:a-Cola. 


Sonia  Gandhi 

President, 
Indian  National 
Congress  Party,  India 

Her  handpicked 
choice  became 
India's  first  female 
president  this  year. 


Cynthia  Carroll 

Chief  Executive, 
Anglo  American,  U.K. 

This  mining 
conglomerate  has 
interests  in  platinum 
coal,  gold,  industrial 
minerals  and 
diamonds. 


Patricia  Woertz 

Chief  Executive, 
Archer  Daniels 
Midland,  U.S. 

Her  agribusiness 
giant  is  riding  high 
on  global  trade 
and  ethanol. 


Chief  Executive, 
Kraft  Foods,  U.S. 

This  conglomeration  of 
Kraft,  General  Foods 
and  Nabisco  is  now  cut 
free  from  its  tobacco 
(Altria  Group)  moorings. 


Patricia  Russo 

Chief  Executive, 
Alcatel-Lucent,  U.S. 

Her  telecom 
equipment  firm 
battles  younger 
firms  for  a  bigger 
share  in  emerging 
markets. 


business  executives  worthy  of  inclusion 
the  list.  The  remaining  34  are  mostly  in 
/ernment,  a  group  led  by  German 
ancellor  Angela  Merkel  (1).  China's 
e  premier,  Wu  Yi  (2),  gains  power,  by 
r  formula,  as  her  nation's  economy 
nbs;  it  may  soon  eclipse  Germany's  to 
im  the  third-biggest  gross  domestic 
»duct  in  the  world. 

If  women  aren't  being  stopped  by  any 
ling,  it  still  can  be  argued  that  they 
/e  a  tough  go  on  the  way  to  the  top. 
talyst,  a  firm  in  New  York  City  that 
cks  the  progress  of  women  in  corpo- 
e  management  positions,  reports  that 
men's  hold  on  senior  management 
is  in  the  U.S.  has  stayed  essentially  flat 
?r  the  past  four  years.  They  account 


for  15.6%  of  10,145  corporate  officer 
positions  (chief  financial  officer,  chief 
information  officer  or  higher)  in  the  500 
largest  U.S.  corporations. 

Our  ranking  system  starts  with  a  list  of 
women  who  have  crossed  certain  thresh- 
olds. Most  of  them  either  run  companies, 
governments  or  nonprofits,  or  are  close  to 
the  top;  a  handful  have  established  power 
bases  in  other  ways  (an  entertainment 
entrepreneur,  a  judge  and  an  author  have 
been  on  the  list).  The  power  ranking  score 
is  based  on  a  composite  of  visibility 
(measured  by  press  citations)  and  eco- 
nomic impact.  The  latter,  in  turn,  reflects 
three  things:  resume  (career  achievements 
and  titles — so  that  a  prime  minister 
counts  as  more  powerful  than  a  senator); 


the  size  of  the  economic  sphere  over 
which  a  leader  holds  sway;  and  a  multi- 
plier that  aims  to  make  different  financial 
yardsticks  comparable.  For  example,  a 
chief  executive  is  assigned  the  company's 
sales  in  the  economic  impact  calculation, 
while  a  foundation  executive  is  assigned 
the  foundation's  assets.  The  assets  get  a 
higher  multiplier  than  sales.  F 

Assistance:  Catalyst;  Laura  Liswood, 
secretary-genera!  of  the  Council  of  Women  World 
Leaders. 

Reported  by  Megha  Bahree,  Helen  Coster,  Suzanne 
Hoppough  and  Tatiana  Serafin.  Additional  reporting 
by  Erika  Brown,  Victoria  Murphy  Barret,  Heidi  Brown, 
Ryan  Derousseau,  Allison  Fass,  Matthew  Herper, 
Luisa  Kroll,  Claire  Cain  Miller,  Anne  P.  Mintz,  Zina 
Moukheiber,  Cristina  von  Zeppelin  and  David  Vvnelan. 
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Christine  Lagarde 

Minister  of  economy,  finance  and  employment/France 

The  first  woman  finance  minister  of  a  Group  of  Eight  economy,  Lagarde  is  making  her 
mark  as  an  intelligent,  straight-talking  leader.  France's  former  minister  of  trade  and  the 
first  female  chairman  of  the  global  law  firm  Baker  &  McKenzie,  Lagarde  now  has  a  bat- 
tle royal  on  her  hands  helping  conservative  President  Nicolas  Sarkozy  overhaul  the 
French  labor  market.  Reform  proposals  include  a  loosening  of  the  35-hour  workweek 


and  a  plan  to  cut  taxes  by  $14.8  billion. 


—Anne  P.  Mint 


RANK 

NAME 

TITLE/COUNTRY 

1 

Merkel,  Angela 

Chancellor/Germany 

2 

Wu,  Yi 

Vice  premier/China 

3 

Ho,  Ching 

Chief  executive,  Temasek  Holdings/Singapore 

4 

Rice,  Condoleezza 

Secretary  of  State/U.S. 

5 

Nooyi,  Indra 

Chief  executive,  PepsiCo/U.S. 

6 

Gandhi,  Sonia 

President,  National  Congress  Party/India 

7 

Carroll,  Cynthia 

Chief  executive,  Anglo  American/U.K. 

8 

Woertz,  Patricia 

Chief  executive,  Archer  Daniels  Midland/U.S. 

9 

Rosenfeld,  Irene 

Chief  executive,  Kraft  Foods/U  S. 

10 

Russo,  Patricia 

Chief  executive,  Alcatel-Lucent/U.S. 

11 

Alliot-Marie,  Michele 

Interior  minister,  overseas  territories/France 

12 

Lagarde,  Christine 

Minister  of  economy,  finance,  employment/France 

13 

Mulcahy,  Anne 

Chief  executive,  Xerox/U.S. 

14 

Lauvergeon,  Anne 

Chief  executive,  Areva/France 

15 

Sammons,  Mary 

Chief  executive,  Rite  Aid/U.S 

16 

Braly,  Angela 

Chief  executive,  WellPoint/U.S. 

17 

Scardino,  Marjorie 

Chief  executive,  Pearson  Plc./U.K. 

18 

Wu,  Xiaoling 

Deputy  governor,  People's  Bank  of  China/China 

19 

Barnes,  Brenda 

Chief  executive,  Sara  Lee  Corp./U.S. 

20 

Ginsburg,  Ruth  Bader 

Supreme  Court  justice/U.S. 

21 

Winfrey,  Oprah 

Chairman,  Harpo/U.S. 

22 

Whitman,  Margaret 

Chief  executive,  Ebay/U.S. 

23 

Queen  Elizabeth  II 

Queen/U.K. 

24 

Gates,  Melinda 

Cochairman,  Bill  &  Melinda  Gates  Foundation/U.S. 

25 

Clinton,  Hillary  Rodham 

Senator/U.S. 

RANK 

NAME 

TITLE/COUNTRY 

26 

Pelosi,  Nancy 

Speaker,  House  of  Representatives/U.S. 

27 

Bachelet,  Michelle 

President/Chile 

28 

Catz,  Safra 

President,  Oracle/U.S. 

29 

Arnold,  Susan 

President,  global  business,  Procter  &  Gamble/U.S. 

30 

Jung,  Andrea 

Chief  executive,  Avon  Products/U.S. 

31 

McGrath,  Judy 

Chief  executive,  MTV  Networks/U.S. 

32 

Gerberding,  Julie 

Director,  Centers  for  Disease  Control  &  Prevention/US 

33 

Berlusconi,  Marina 

Chairman,  Fininvest  Group/Italy 

34 

Cruz,  Zoe 

Co-president,  Morgan  Stanley/U.S. 

35 

Pascal,  Amy 

Cochair,  Sony  Pictures  Entertainment/U.S. 

36 

Livermore,  Ann 

Executive  vice  president,  Hewlett-Packard/US. 

37 

Chan,  Margaret 

Director-general,  World  Health  Org./Switzerland 

38 

Clark,  Helen 

Prime  minister/New  Zealand 

39 

Livni,  Tzipora 

Foreign  affairs  minister/Israel 

40 

Botin,  Ana  Patricia 

Chairman,  Banesto/Spain 

41 

McCann,  Renetta 

Chief  executive,  Starcom  MediaVest  Group/U.S. 

42 

Ivey,  Susan 

Chief  executive,  Reynolds  American/U.S. 

43 

Yang,  Mian  Mian 

Chairman,  Haier/China 

44 

Cook,  Linda 

Executive  director,  Royal  Dutch  Shell/Netherlands 

45 

Robinson,  Janet 

Chief  executive,  The  New  York  Times  Co./U.S. 

46 

Poon,  Christine 

Vice  chairman,  Johnson  &  Johnson/U.S. 

47 

Faust,  Drew 

President,  Harvard  University/U.S. 

48 

Reynolds,  Paula 

Chief  executive,  Safeco/U.S. 

49 

Tellem,  Nancy 

President,  CBS  Paramount  TV  Entertainment/U.S. 

50 

Halonen,  Tarja 

President/Finland 

Wu  Xiaoling 

Deputy  governor,  People's  Bank  of  China/China 

Prior  to  becoming  China's  number  two  central  banker,  Wu  oversaw  what  is  now 
called  the  State  Administration  of  Foreign  Exchange,  where  she  wrote  and  enforced 
rules  governing  how  the  yuan  was  to  be  used  in  foreign  exchange  transactions. 
Lately  she  has  been  overseeing  the  country's  interest  rate  increases  and  efforts  to 
float  the  yuan  against  the  U.S.  dollar,  as  the  U.S.  urges  China  to  make  its  currency 
more  flexible.  —Megha  Bahree 
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Susan  Arnold 

President,  global  business  units,  Procter  &  Gamble/U.S. 

The  highest-ranking  woman  in  P&G's  1 70-year  history  continues  her  ascent.  In  May 
Arnold,  who  started  as  a  brand  assistant  on  Dawn/Ivory  Snow  27  years  ago,  got  a 
promotion  that  improves  her  chances  of  one  day  succeeding  the  current  chief  execu- 
tive. She  oversees  300  brands  with  revenues  of  more  than  $76  billion,  more  than 
double  her  power  base  a  year  ago.  Arnold  also  now  serves  on  the  board  of  directors 
of  entertainment  giant  The  Walt  Disney  Co.  —Luisa  Kroll 


NK 

NAME 

TITLE/COUNTRY 

1 

Arroyo,  Gloria 

President/Philippines 

2 

Hudson,  Dawn 

Chief  executive,  Pepsi-Cola  North  Arnerica/U.S. 

3 

McKinstry,  Nancy 

Chief  executive  Wolters  Kluwer/Netherlands 

4 

Furs6  Clara 

Chief  executive,  London  Stock  Exchancje/U  K 

5 

Vieira  Meredith 

Coanchor,  The  Toddy  Show/US. 

6 

Gold  Christina 

Chief  executive  Western  Union/U.S. 

7 

Moore  Ann 

Chief  executive  Time  Inc./U.S. 

3 

MrAlpp<;p  Marv 

Prp^iHpnt/lrplanH 

d 

Kroes  Neelie 

European  commissioner  for  competition/Netherlands 

0 

Ruch  1  aura 

First  1  ariv/U  S 

1 

Desmond- Hellmann  Susan 

Prpsidpnt  nrodi  irt  Hpvplonmpnt  Gpnpntprh/ll  S 

2 

Sawyer,  Diane 

Coanchor,  Good  Morning  Amsricd/U.S. 

3 

Courir  Katie 

Anchor  CBS  Ev&ninc/  A/ews/U  S. 

4 

Allen,  Sharon 

Chairman,  Deloitte  &  Touche/U.S. 

5 

Sabanci,  Giiler 

Chairman,  Sabanci  Holding/Turkey 

6 

Ahrendts,  Angela 

Chief  executive,  Burberry/U.K. 

7 

Bakoyannis,  Dora 

Foreign  minister/Greece 

8 

Hadid,  Zaha 

Founder,  Zaha  Hadid  Architects/U.K. 

9 

Johnson,  Antonia  Ax:son 

Chairman,  Axel  Johnson  AB  Group/Sweden 

0 

Brooke,  Beth 

Global  vice  chairman,  Ernst  &  Young/U.S. 

1 

Suu  Kyi,  Aung  San 

Nobel  Peace  laureate/Myanmar 

2 

Al-Ghunaim,  Maha 

Chairman,  Global  Investment  House/Kuwait 

3 

Barrett,  Colleen 

President,  Southwest  Airlines/U.S. 

4 

Amanpour,  Christiane 

Chief  international  correspondent,  CNN/U.S. 

3 

Yan,  Cheung 

Chairman,  Nine  Dragons  Paper/China 

RANK 

NAME 

TITLE/COUNTRY 

76 

Mera,  Rosalia 

Cofounder,  Inditex/Spain 

77 

Sweeney,  Anne 

Cochairman,  Disney  Media  Networks/U.S. 

78 

Carlson  Nelson,  Marilyn 

Chief  executive,  Carlson  Cos./U.S. 

79 

Al-Missned,  Sheikha  Mozah  First  Lady/Qatar 

80 

Chiquet,  Maureen 

Global  chief  executive,  Chanel/France 

81 

Simpson  Miller,  Portia 

Prime  minister/Jamaica 

82 

Queen  Rania 

Queen/Jordan 

83 

Maor,  Galia 

Chief  executive,  Bank  Leumi/lsrael 

84 

Rinehart,  Gina 

Chairman,  Hancock  Prospecting/Australia 

85 

Hefner,  Christie 

Chief  executive,  Playboy  Enterprises/U.S. 

86 

Burns,  Stephanie 

Chief  executive,  Dow  Corning/U.S. 

87 

Snider,  Stacey 

Chief  executive,  DreamWorks  SKG/U.S. 

88 

Barmanbek,  Imre 

Deputy  chairman,  Dogan  Holding/Turkey 

89 

Diogo,  Luisa 

Prime  minister/Mozambique 

90 

Chu,  Lam  Yiu 

Chairman,  Huabao  International  Holdings/China 

91 

Benetton,  Giuliana 

Director,  Edizione  Holding,  The  Benetton  Group/Italy 

92 

Samar,  Sima 

Chairman,  Afghan  Ind.  Human  Rights  Commission 

 -  -  

93 

Mingzhu,  Dong 

Vice  chairman,  Gree  Electric  Appliances/China 

94 

Black,  Cathleen 

President,  Hearst  Magazines/U.S. 

95 

West,  Mary 

Cofounder,  West  Corp./U.S. 

96 

Lazarus,  Rochelle 

Chief  executive,  Ogilvy  &  Mather  Worldwide/U.S. 

97 

Chhabria,  Vidya 

Chairman,  Jumbo  Group/United  Arab  Emirates 

98 

Gadiesh,  Orit 

Chairman,  Bain  &  Co./U.S. 

99 

Al  Qasimi,  Sheikha  Lubna 

Minister  of  the  economy/United  Arab  Emirates 

100 

Johnson-Sirleaf,  Ellen 

HMMMMMMMMi 

President/Liberia 

MMMHHHHMMMHWMMMMMi 

Margaret  Chan,  M.D. 

Director-general,  World  Health  Organization/Switzerland 

Battling  avian  influenza  and  SARS  is  just  one  part  of  Chan's  job  description.  Chan  has 
dedicated  herself  to  minimizing  epidemics  before  they  occur  by  better  disseminating 
information  about  outbreaks  around  the  world.  An  old  hand  at  handling  epidemics, 
Chan  joined  the  Hong  Kong  Department  of  Health  in  1978,  eventually  rising  to  direc- 
tor of  health.  She  moved  to  the  World  Health  Organization  in  2003  and  became 
director  in  2006.  Her  term  lasts  until  June  201 2.  —Ryan  Derousseau 
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st  Powerful  Women 


SB 


Who's  New 

Sixteen  women  from  the  U.S.,  Asia-Pacific,  Europe 
and  the  Middle  East  are  newcomers  on  our  power 


Qatar's  Sheikha  Mozah  Al-Missned 


7  Cynthia  Carroll  Chief  executive,  Anglo  American/U.K. 

16  Angela  Braly  Chief  executive,  WellPoint/U.S. 

37  Margaret  Chan  Director-general,  World  Health  Org./Switzerland 

47  Drew  Faust  President,  Harvard  University/U.S. 

The  first  female  president  at  Americas  oldest  universi 
sits  atop  a  $29.2  billion  endowment. 

56  Christina  Gold  Chief  executive,  Western  Union/U.S. 

Gold  runs  a  $4  billion  money-transfer  business,  sellini 
services  in  more  than  200  countries  and  territories. 

68  Zaha  Hadid  Founder,  Zaha  Hadid  Architects/UK. 

Internationally  renowned  architect  dazzles  with 
groundbreaking  structures  around  the  world. 

75  Cheung  Yan  Chairman,  Nine  Dragons  Paper/China 

76  Rosalia  Mera  Cofounder,  Inditex/Spain 

This  billionaire  is  cofounder  of  one  of  the  worlds  larg 
retailers,  owner  of  the  Zara  brand. 

79  Sheikha  Mozah  Al-Missned  First  lady/Qatar 

She  uses  her  growing  influence  to  promote  education 
development  and  democratic  values  in  the  Arab  worL 

80  Maureen  Chiquet  Global  chief  executive,  Chanel/France 
This  20-year  fashion  veteran  now  runs  ultra-chic 
secretive  fashion  house. 

84  Gina  Rinehart  Chairman,  Hancock  Prospecting/Australia 
Australia's  first  female  billionaire  riding  the  wave 
of  iron-ore  demand,  notably  from  hungry  China. 

90  Lam  Yiu  Chu  Chairman,  Huabao  International  Holdings/China 

9 1  Giuliana  Benetton  Director,  Edizione  Holding,  The  Benetton  Group/ltl 

93  Dong  Mingzhu  Vice  chairman,  Gree  Electric  Appliances/China 

95  Mary  West  Cofounder,  West  Corp./U.S. 

One  of  only  a  handful  of  self-made  billionaires, 
she  took  this  telecom  private  last  year. 

99  Sheikha  Lubna  Al  Qasimi  Minister  of  the  economy/U.A.E. 
She  has  cracked  down  on  stock  market  shenanigans 
introducing  tougher  rules  on  transparency  and 
corporate  governance. 
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The  comfortable,  yet  refined,  Kia  Amanti. 

Sit  back  and  relax  in  the  8-way  power  adjustable*  lap  of  luxury.  Enjoy 
the  spacious  and  well-appointed  interior  with  available  Infinity®  audio 
system.  And  rest  assured,  with  the  safety  of  8-standard  airbags  and 
available  Electronic  Stability  Control  plus  the  power  of  a  264-hp  V6 
engine  and  Sportmatic®  transmission,  your  ride  will  feel  as  good  as  it 
looks.  For  more,  visit  kia.com.  Starting  at  $26,195.t 


KIA  MOTORS 

The  Power  to  Surprise"1 


ranty  is  a  limited  powertrain  warranty.  For  details,  see  retailer  or  go  to  kia.com.  'Standard  on  drivers  seat  only.  ;'MSRP  lor  base  model  is  $26,195.  including  $700  freight  excluding  taxes  title  license  options  and  retailer 
rges.  Model  shown  with  optional  features  costs  more.  Actual  prices  set  by  retailer.  - 


Staying  secure  near 
the  Kremlin:  Sergey 
Veremeenko  with  a 
trio  of  bodyguards. 


USSIAN  BILLIONAIRE  SERGEY 
Veremeenko  is  working  the 
crowd  at  a  caviar-vodka-and- 
cognac-drenched  VIP  recep- 
tion celebrating  Estar  Holdings 


new  $100  million  steel  plant  in  Rostov- 
on-Don,  a  river  port  city  in  southern 
Russia.  He  spots  the  Kremlin-anointed 
governor  who  okayed  the  building 
permits,  site  plans  and  tax  incentives  for 
the  plant.  "In  Russia  nothing  happens 
without  the  approval  of  the  government," 
explains  Veremeenko,  a  25%  owner  of 
Estar,  as  he  hustles  over  to  the  pol  to 
schmooze.  The  party  is  in  a  glass-faced 
city  arts  center  overlooking  a  public  plaza 
where  Estar  has  paid  Sir  Elton  John 
$1.6  million  to  perform  on  this  sultry  July 
evening.  In  the  background,  as  if  on  cue, 
Sir  Elton  croons:  "What  do  I  do  to  make 
you  love  me?" 

That  question  is  likely  never  far  from 
the  51 -year-old  Veremeenko's  mind.  He's 
one  of  a  new  generation  of  Russian 
industrialists  who  owe  their  continued 
prosperity,  in  good  part,  to  making  sure 
President  Vladimir  Putin  and  his  opera- 
tives can,  if  not  love,  at  least  tolerate 
them.  These  demi-tycoons  aren't  as 
powerful  or  independent  as  the  oligarchs 
g  of  Boris  Yeltsin's  era,  yet  their  wheeling, 

O  i 

g  dealing  and  enterprise  are  crucial  to  Rus- 

o  sia's  economy  and  Putin's  power.  Mostly, 

t  they  avoid  the  Western  press.  But  this 

\  summer  Veremeenko  allowed  FORBES  to 

3  tag  along  with  him  for  four  days,  piovid- 
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Russia's  New  Rich 


ing  a  peek  at  the  leashed  version  of  cap- 
italism creating  wealth  in  Russia  today. 

Veremeenko  has  a  net  worth  that  we  es- 
timate at  $1  billion,  built  with  assets  in  4  of 
Russia's  11  time  zones,  including  luxury 
housing  developments  in  Moscow's  north- 
westernmost  suburbs  and  vast  agricultural 
land  in  the  western  regions  of  Tver,  Kaluga 
and  Penza.  His  investments  in  steel, 
mining,  banking  and  microchips  seem 
to  have  been  chosen  with  an  eye  toward 
advancing  the  Kremlin's  agenda  and/or 
avoiding  direct  competition  with  Krem- 
lin favorites. 

Estar  churns  out  yearly  1  million 
tons  of  specialty  metal  products  like 
corrosion-resistant  alloy  and  steel 
plates  used  in  auto  engines,  posing 
little  threat  to  Putin's  friends  at  steel 
giants  Magnitogorsk  and  Severstal. 
Veremeenko's  Central 
Commercial  Bank  in 
Moscow  pushes  loans 
mostly  to  midsize  busi- 
nesses rather  than  to  the 
consumers  being  chased 
by  government-con- 
trolled Sberbank.  Last 
fall,  after  Putin  spoke 
about  the  need  for  the 
country  to  achieve  scien- 
tific and  technological 
superiority,  a  Veremeenko 
company  agreed  to  buy 
the   equipment   at  an 
Advanced  Micro  Devices 
microchip   factory  in 
Germany  and  plans  to 
move  it  to  Russia.  The 
transplanted  factory 
should  begin  operations  in  2009. 

No  surprise  that  Veremeenko  enjoys 
the  good  life— a  chauffeured  Mercedes, 
a  lavish  pad  in  Putin's  gated  suburban 
neighborhood.  Last  year  he  wed  18-year- 
old  Sofia  Arzhakovskaya,  a  ballerina  and 
aspiring  actress,  who  was  then  crowned 
Mrs.  World  2006  in  a  St.  Petersburg 
pageant  some  contestants  claimed  was 
rigged.  He's  now  angling  to  invest  in 
Hollywood,  in  part  to  further  his  new 
wife's  acting  career. 

Hollywood  aside,  Veremeenko  es- 
chews the  foreign  indulgences  of  some  of 
the  oligarchs.  At  the  steel  plant  ribbon- 


cutting,  he  spent  an  hour  quaffing  beer 
out  of  plastic  cups  with  workers  before 
joining  the  VIPs  for  champagne  toasts 
from  glass  flutes.  He  collects  Russian 
religious  art,  not  Picassos.  Asked  if  he 
owns  any  cognac  houses  in  France,  his 
answer  oozes  Mother  Russia.  "My  new 
focus  is  on  producing  and  distributing 


Kremlin's  urging.  Russian  political  experts 
say  Veremeenko  was  a  pawn  in  a  Kremlin 
scheme  to  consolidate  more  power  at  the 
national  level.  Veremeenko  doesn't  deny 
he  was  told  to  can  the  race.  "I  got  the  mes- 
sage pulling  out  [of  the  election]  would  be 
for  the  good  of  my  country,"  he  says. 
"Some  people  think  I  have  bad  relations 
with  Kremlin,  but  this 
is  not  true,"  he  adds. 
Better  for  his  business 
to  be  seen  as  a  Kremlin 
stooge  than  as  its 
enemy. 

Outside  of  that 
episode,  Veremeenko 
has  spent  his  life  toiling 
in  science  and  business, 
not  politics.  His  father 
died  when  he  was  14„ 
and  he  started  working 
part-time  to  help  sup 
port  his  family.  Mean 


Experts  say  Veremeenko 

was  a  pawn  in  a  Kremlin  bid 
to  consolidate  its  power. 


A  billionaire's  life: 
Veremeenko  saw 
new  wife  Sofia 
Arzhakovskaya 
crowned  Mrs.  World 
and  helped  hire 
Elton  John  for  a 
concert  to  celebrate 
a  steel  plant  he 
partly  owns. 


bottled  horse  milk  to  Russian  grocers,"  he 
responds.  "It  has  almost  the  same  nutri- 
ents as  human  breast  milk.  It's  tasty,  very 
good,"  he  adds  in  his  stilted  (but  service- 
able) English. 

But  the  most  striking  contrast  with  the 
old  oligarchs  is  political.  In  2003,  the  same 
year  that  now-jailed  Yukos  founder 
Mikhail  Khodorkovsky  began  his  ill-fated 
foray  into  politics  as  Putin's  opposition, 
Veremeenko  waged  a  campaign  for  presi- 
dent of  his  native  Bashkortostan  region 
(near  the  Ural  mountains) — at  the  behest 
of  the  Kremlin.  Then,  just  before  a  runoff 
election,  he  quit  the  race — again  at  the 


while,  he  earned  a  B.S.  and  Ph.D.  irl 
engineering  from  Ufa  State  Technica 
University.  In  1978  he  took  a  position  as 
a  vice  director  of  the  Western  Siberian 
Engineering  Center  in  the  city  of  Surgut 
In  1989  he  met  Sergei  Pugachyov,  £ 
Putin  pal  who  was  then  a  senior  execu 
tive  at  Saint-Petersburg  Bank. 

Pugachyov  brought  Veremeenko  intc 
banking  and,  in  1992,  a  year  after  the  fal 
of  communism,  the  two  men  started  tht 
International  Industrial  Bank,  known  a: 
MezhpromBank.  Under  Yeltsin  Mezh 
promBank  snagged  billions  of  rubles  ir 
state  deposits  and  secretly  issued  credi 
cards  to  Yeltsin's  daughters,  creating  ; 
political  brouhaha.  Veremeenko  insist 
the  bank  did  nothing  illegal  but  other 
wise  declines  to  discuss  it. 

Still,  MezhpromBank  seems  to  hav> 
been  solidly  run.  After  the  Russian  finan 
cial  system  collapsed  in  1998  the  Work 
Bank  cited  it  as  one  of  only  three  Russiai 
banks  to  have  remained  solvent  and  liquit 
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Beijing  e-TOWXl-Top-ranked 
Industrial  New  City 

e-TOWll  focuses  on  your  needs,  so  you  can  focus  on  your  business! 
Go  to  e-TOWll,  worry  less  and  accomplish  more! 
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during  the  crisis.  It  was  among  the  handful 
of  Russian  banks  picked  to  process  $2  bil- 
lion worth  of  World  Bank  loans  to  Russian 
businesses.  While  many  of  their  competi- 
tors were  preoccupied  restructuring  bad 
loans,  Veremeenko  and  Pugachyov  ex- 
panded—for example,  extending  new 
credit  lines  to  Gazprom,  the  partially 
state-owned  oil  and  gas  giant. 

Then  in  2003  Veremeenko  took  his 
political  detour.  Bashkortostan  was  then 
controlled  by  the  political  machine  of 


That's  when  Rakhimov  flew  to  Mos- 
cow and  made  his  peace  with  Putin, 
handing  over  the  management  of  two 
large  petrochemical  companies  to  Gaz- 
prom, among  other  concessions. 'Almost 
in  lockstep,  Veremeenko  cut  back  his 
campaign  ads  and  publicly  declared  he 
was  ending  his  candidacy.  Little  surprise 
then  that  Rakhimov  coasted  to  victory, 
with  Veremeenko  receiving  fewer  votes 
than  he  had  in  the  first  round. 

Vadim  Deyneko,  acting  general  direc- 


which  requires  permission  from  both  fed' 
eral  and  city  officials.  "I  show  them  tha' 
when  I  make  plants  more  efficient,  I  can 
use  the  space  for  projects  that  offer  bettei 
returns,  like  office  buildings.  That  mean; 
more  tenants,  more  tax  revenue,  mon 
economic  growth,"  he  says.  He's  almos 
finished  constructing  one  office  tower  anc 
has  won  approval  for  another. 

Like  any  Russian  entrepreneur,  Vere 
meenko  still  faces  political  risks.  Fo: 
example,  Estar  Holding  could  be  taker 


X 


t  i  1 

i 

I  |  ,1 

Murtaza  Rakhimov,  who  was  resisting 
Putins  push  for  a  single,  national  legal  sys- 
tem and  more  central  control.  To  pressure 
him  the  Kremlin  encouraged  friendly 
corporations  like  Gazprom  and  Mezh- 
promBank  to  enter  Bashkortostan  and 
compete  with  Rakhimov-associated 
monopolies,  and  recruited  Veremeenko 
to  run  against  Rakhimov. 

Veremeenko  quit  his  bank  job,  sold 
his  stakes  in  MezhpromBank  and  Russian 
Coal  for  an  estimated  $350  million  and 
took  to  the  political  stump  with  an 
anticorruption  message.  The  local  election 
board  twice  rejected  his  candidacy,  but 
federal  electoral  commissions  and  supe- 
rior court  judges  finally  got  him  on  the 
ballot  two  weeks  before  the  election. 
Veremeenkos  campaign  got  a  boost  when 
800,000  prefalsified  ballots  printed  by 
someone  sympathetic  to  Rakhimov  were 
discovered.  It  cost  the  boss  some  votes  in 
the  first  round  and  set  up  a  Rakhimov- 
Veremeenko  runoff. 


tor  of  Central  Commercial  Bank,  notes 
that  some  uninformed  wags  "started  to 
say  Sergey's  political  loss  meant  he  was  not 
on  friendly  terms  with  the  Kremlin."  But, 
he  adds,  those  questioning  Veremeenkos 
future  didn't  understand  Russian  politics. 

Veremeenko  had  little  trouble  getting 
back  into  business — or  into  sectors  of 
interest  to  the  Kremlin.  Within  two  years 
he  had  put  down  $40  million  for  his 
Estar  stake  (now  worth  $250  million) 
and  purchased  a  tiny  Moscow  bank  for 
$3.5  million.  (He  has  injected  $125  mil- 
lion of  capital  into  the  bank.) 

He  also  picked  up  a  two-thirds  stake — 
the  federal  government  owns  the  rest — in 
the  All-Russian  Institute  for  Light  Alloys 
(commonly  known  as  Vils)  on  a  125-acre 
plot  in  the  elite  Kuntzevo  district  of 
Moscow.  There,  Soviet-era  factories  make 
titanium  and  aluminum  parts  used  for 
civil  and  military  aircraft  engines  and  hel- 
icopter rotors.  A  decent  business,  but  the 
real  treasure  is  in  redeveloping  the  land, 


Putin  calls  the 
Orthodox  Church 
"integral"  to  society. 
Veremeenko  eyes 
a  new  church  he 
himself  paid  to  build. 

over  (at  a  below-market  price)  by  the  stat 
weapons  export  agency  Rosoboronexpor 
which  has  already  rolled  up  titanium  pre 
ducers  and  now  shows  interest  in  specialt 
alloys.  Or  Veremeenko  could  face  grief 
it  turns  out  his  vast  landholdings  wer 
purchased  through  the  same  kind  of  shad 
owy  deals  with  collective  farmers  that  le 
government  officials  to  imprison  on 
wealthy  developer  and  send  another  flee 
ing  in  2007.  (He  says  they  weren't.)  An 
then  there's  the  drain  from  employee  the 
and  official  favors.  (He  estimates  the  tw 
combined  come  to  5%  of  sales.) 

Ah,  but  at  least  it's  the  devil  he  know 
Recently,  when  Veremeenko  decided  t 
invest  in  the  American  movie  biz,  he  w£ 
shocked.  "At  first  I  came  to  Hollywoo 
asking,  'How  much  money  you  need?'  Bi 
then  you  only  get  eaten  by  sharks,"  h 
says.  "Nov/  I  am  thinking  smarter.  I  ai 
learning  the  rules."  Arguably  about  £ 
opaque  and  treacherous  as  the  rules  h 
has  mastered  back  home.  I 
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"Wh 


erever 


you  re  heading,  CORT 
will  be  there.1" 


Wherever  your  company  and 
your  employees  are  heading, 
across  town,  the  country  or 
around  the  world,  we'll  be  there. 
We'll  be  there  with  all  the 
necessary  things  that  make  your 
transition  smooth,  effective  and 
efficient. 

Everything  from  online  apartment 
locating,  touring  services,  hotel 


reservations  and  car  rentals,  to 
the  world's  largest  inventory  of 
rental  furnishings  for  offices  and 
residences. 

CORT  helps  you  stay  flexible 
and  productive  in  the  constantly 
changing  environment  of  today's 
business.  And  we  do  it  seamlessly, 
with  single-point  accountability, 
with  our  hundreds  of  local 


Warren  Buffett 

Chairman, 
Berkshire  Hathaway 
Owner,  CORT- 


delivery  and  customer  service 
capabilities  all  across  the  US 
and  in  over  50  countries  around 
the  globe. 

If  you're  reading  Forbes,  chances 
are  where  you're  heading  is  up. 
Fast.  And  CORT  can  help  you  get 
there.  As  our  boss  Warren  Buffett 
says,  "We'll  be  there." 


CORT 


V/herever  you're  heading, 
we'll  be  there. 

A  Berkshire  Hathaway  Company 


Visit  us  at  CORT.com  or  call  CORTline  at  1-888-360-CORT  (1-888-360-2678)       CORT  com 


Sempra  Energy 


Gas  Guzzler 

Sempra  Energy  is  doing  the  unthinkable:  building 
LNG  plants  in  North  America  |  By  Christopher  Helman 


FROM  THE  JETTY  WHERE 
early  next  year  giant 
tanker  ships  will  begin 
unloading  cargoes  of] 
liquefied  natural  gas, 
workers  sometimes  spot  gray 
whales  heading  down  the  Baja 
coast  to  calving  spots  near  Cabo 
San  Lucas.  Early  plans  for  the 
$1.1  billion  Energia  Costa  Azul 
project  called  for  a  sonar  system 
to  warn  the  leviathans  not  toi 
come  too  close  to  the  LNG  termi- 
nal. Its  owner,  Sempra  Energy, 
has  spent  $1  million  funding 
research  on  the  whales. 

More  unusual  still:  The  project 
will  be  the  first  ever  LNG  receiving; 
and  regasification  terminal  on  the 
West  Coast  of  North  America.  That 
it  is  in  Mexico,  not  the  U.S.,  comes, 
by  dint  of  California's  rejection  of  alii 
LNG  proposals  on  environmental! 
and  security  grounds.  But  northern 
Mexico,  desperate  for  reliable  gasi 
supplies  to  fuel  its  thriving  manu- 
facturing sector,  couldn't  afford  to  be 
so  absolutist.  "We  said  let's  pretend 
we're  building  this  on  the  California) 
coast,"  says  Donald  Felsinger,  chief 
executive  of  Sempra  Energy.  The 
state  will  receive  via  Sempra'si 
pipelines  more  than  half  the  1  bil- 
lion cubic  feet  of  gas  delivered  to 
Baja  LNG  each  day.  Sempra,  the 
parent  company  of  Southern  Cal- 
ifornia Gas  and  San  Diego  Gas  & 
Electric,  sees  the  gas  bringing 
much  needed  diversity  of  supply  to 
avoid  a  repeat  of  the  2000  western 
power  crisis. 

To  win  the  terminal  contract 
Sempra  beat  out  five  other  energy 
companies.  Chevron  wanted  to 
build  offshore  near  the  environ- 
mentally sensitive  Coronado 
Islands,  while  Marathon  Oil  won 
few  fans  with  a  plan  to  build  in 
Tijuana,  a  few  miles  down  coastal 
Highway  1  from  the  site  of 
Donald  Trump's  new  oceanfront 
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FORUM 


COMMITTED  TO 
IMPROVING  THE  STATE 
OF  THE  WORLD 


_eadership  for  the 
2 1  st  Century  —  Applied 


On  September  4—8, 2007  in  Dalian,  China,  more  than  250  of  the 
world's  young  leaders  representing  6  continents  and  61  countries 
will  convene  at  the  third  annual  Young  Global  Leaders  Summit. 


Their  mission:  to  define  what  it 
2 1  st  century,  and  to  help  shape 

Each  year  the  World  Economic 
Forum  recognizes  200  to  300  of  the 
most  dynamic  leaders  under  40  years 
of  age  in  the  realms  of  business, 
politics,  academia,  the  media  and  civil 
society  as  Young  Global  Leaders.  The 
purpose  of  the  community  is  to 
build  a  global  network  of  decision 
makers,  improve  their  knowledge 
and  leadership  abilities  and  serve  as 
a  catalyst  for  projects  that  help 
address  key  global  issues. 

In  Dalian, Young  Global  Leaders  will 
participate  in  an  intense  and  creative 
workshop,  which  will  challenge  them 
not  only  to  understand  the  major 


means  to  be  a  leader  in  the 
the  future  of  leadership. 

trends  facing  our  world  now  and  in 
the  future,  but  to  begin  to  conceptualize 
interconnections  between  these 
trends  and  how  they  are  reshaping 
the  context  in  which  we  all  operate. 
Moreover  Young  Global  Leaders  will 
be  challenged  to  articulate  the  skills 
and  knowledge  these  trends  will 
require  of  them  over  the  next  5,  10 
and  I  5  years,  and  be  encouraged  to 
come  up  with  ways  to  develop  and 
apply  those  skills  in  their  unique 
leadership  environments. 

It's  Leadership  for  the 
2 1  st  Century  —  Applied. 


'  The  YGL  Summit  is  a  chance  for  some  of 
the  world's  most  dynamic  individuals  to 
learn  together,  get  inspired  by  each  other 
and  ultimately  become  better  leaders." 

—  David  Aikman 

Director 

The  Forum  of  Young  Global  Leaders 


One  can  also  hope  that  the  many  Chinese 
managers  in  their  20s  and  30s  today  will 
grow  to  become  leaders  tomorrow.  So  far 
Western  companies  and  investors  have 
provided  most  of  the  training,  but  increasingly 
,  —  the  growing  tip  of  the  iceberg  — 
successful  Chinese  executives  and  entrepre- 
neurs in  China  and  abroad  have  begun  to 
set  examples  and  invest  both  their  time  and 
financial  resources  in  teaching  and  fostering 
leadership.  One  can  imagine  a  future  where 
inexpensive  products  will  no  longer  be  the 
only  Chinese  export  and  Chinese  leaders 
will  become  teachers  and  investors  in  other 
parts  of  the  world." 

—  Bo  Shao 

Young  Global  Leader 
Chairman 

NovaMed  Pharmaceuticals,  Inc 


For  more  information,  please  contact: 
The  Forum  of  Young  Global  Leaders 

www.younggloballeaders.org 
ygl@weforum.org 


Sempra  Energy 

high-rise  condo.  Sempra  chose  the  site 
farthest  from  the  U.S.  border  (40  miles), 
for  its  minimal  visual  impact.  Hidden 
behind  a  steep  ridge,  it's  nearly  invisible 
frona  the  coastal  highway.  "Nobody 
thought  we'd  get  to  the  finish  line 
because  we  were  just  a  little  company," 
says  Felsinger.  "But  we  approached  it 
assuming  we  would  have  no  corners  cut 
for  us." 

In  fact,  Mexico's  regulations  for  LNG 
terminals  are  stricter  than  those  imposed 


Beating  out  five  other  energy 
companies:  Sempra's  LNG 
terminal  in  Baja,  California. 


San  Diego 


Tijuana 


Sempra  natural  gas  pipelines: 
—  existing  lines 
....  under  construction 


%  Tecate 


Energia 
Costa  Azul 


I  u- 

by  the  U.S.  The  giant  thermos-bottle 
tanks  that  receive  the  minus-260-degree- 
Fahrenheit  LNG  are  big  enough  to  hold 
three  stacked  Boeing  777s  and  then 
some.  Uncle  Sam  requires  a  single  con- 
tainment wall  for  such  tanks;  Mexico 
calls  for  two,  at  an  added  cost  of  $30 
million  per  tank  (Baja  LNG  has  two  so 
far).  Sempra  likes  the  safer  technology  so 
much  it's  employing  it  at  its  other 
LNG  terminal  being  built  in  Cameron 
Parish,  La. 

Sempra  has  permits  in  place  to  build 
a  third  LNG  receiving  station,  in  Texas. 
Many  energy  companies  have  tried  and 
failed  to  site  even  one  terminal.  What's 
more,  Sempra  has  also  joined  with 
Kinder  Morgan  and  ConocoPhillips  to 


build  the  $4.4  billion  Rockies  Express 
pipeline  to  carry  natural  gas  from  fields 
in  the  Rockies  1,700  miles  to  Ohio. 

Sempra  today  looks  very  different 
than  it  did  in  1998,  when  it  was  created 
in  the  merger  of  two  southern  California 
utilities.  Since  then  revenues  have 
increased  at  an  8.5%  annual  clip  to  $11.5 
billion  last  year,  its  net  profits,  17.5%  to 
$1.3  billion.  (At  a  recent  $54  shares  have 
returned  12%  a  year.)  Most  of  that 
growth  has  come  from  the  nonutility 
business,  which  Felsinger,  the  former 
boss  of  SDG&E,  took  over  at  the  time  of 
the  merger  and  built  almost  from 
scratch.  "It  was  one  of  those  life 
moments,"  says  Felsinger,  59.  "My  wife 
had  just  passed  away  from  cancer;  the 


kids  were  grown.  I  thought,  why  not?  I'l 
have  some  fun,  and  if  I  fail  I'll  go  di 
something  else." 

The  first  piece  was  Sempra  Commodii 
ties,  a  small  energy  trading  operatioi 
launched  at  Drexel  Burnham  Lambert,  thei 
acquired  by  AIG.  But  an  insurer  wasn't  thi 
right  place  for  the  trading  company.  Stevei 
Prince,  founder  and  head  of  the  divisior 
wanted  to  hitch  to  an  energy  compan 
looking  to  build  assets  like  power  plant: 
pipelines  and  LNG  terminals  that  coul 
backstop  trading  position 
Says  he:  "The  more  you  caj 
vary  what  you  do  to  the  phy 
ical  commodities,  the  mor 
opportunities  you  have  to  tak 
advantage  of  inefficiencies 

While  Prince's  unit  wa 
barred  from  sharing  infoi 
mation  with  Sempra's  regu 
lated  utilities,  the  trader 
had  a  granular  view  of  th 
marketplace  that  helpe 
Felsinger  see  opportunitk 
early.  The  chief  one:  th« 
U.S.  demand  for  nature 
gas  was  fast  eclipsing  th 
ability  of  producers  to  sup 
ply  it.  This  was  a  big  dea 
because  Sempra,  th 
nation's  largest  gas  utilit 
was  building  a  fleet  of  ga; 
fired  power  plants.  As 
hedge  against  soaring  g; 
prices  Felsinger  bougr 
two  low-cost  coal-fire 
power  plants  in  Texas  for  $335  millioi 
"The  day  we  bought  them,  we  sold  the 
output  forward  for  five  years  an 
locked  in  a  10%  return."  The  pric 
of  gas  soared.  So  did  the  value  of  tl 
plants:  In  2005  Sempra  sold  them  for 
$700  million  pretax  gain. 

Baja  Mexico  was  especially  vulnerab 
to  tightening  gas  supplies  and  ripe  i 
opportunity  for  Sempra.  Geographical 
cut  off  from  the  pipelines  of  sta 
monopoly  Pemex  that  feed  the  rest  of  tl 
country,  Baja  relies  on  gas  from  Califo 
nia.  Since  the  1990s  Sempra's  predece 
sors  had  been  feeding  gas  to  Baja  ar 
won  the  contract  to  outfit  the  town 
Mexicali  with  gas  lines. 

In  the  coastal  resort  town  of  Rosari 
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four  digital  dream  is  about  to  come  true, 

Seoul  Digital  Media  City,  DMC 

ie  digital  era  is  advancing  at  the  speed  of  light.  Seoul  Digital  Media  City  (DMC)  clearly  spells  out  the 
ture  of  the  digital  industry.  There  is  synergy  when  media,  entertainment  and  digital  industries  meet, 
id  its  most  remarkable  and  constructive  effects  are  taking  place  right  now  in  Seoul. 

Seoul  is  one  of  the  most  digitalized  cities  in  the  world.  The 
world's  most  sophisticated  internet  users  and  digital  leaders 
call  Seoul  home.  With  top-notch  digital  experts  based  here, 
Seoul  is  the  city  most  suited  to  nurture  the  digital  industry  and  take  it 
to  the  next  level.  The  Seoul  Metropolitan  Government  is  a  step 
above  other  city  administrations  in  terms  of  its  interest  in  and 
support  for  the  digital  industry.  The  most  representative  of  the  city's 
efforts  is  DMC  development  plan,  which  has  been  promoted  since 
2000.  Careful,  systematic  steps  are  being  taken  to  bring  the  project 
to  completion  by  2010. 

Seoul  Digital  Media  City  (DMC), 
the  Future  Mecca  of  Digital  Media 

DMC  is  being  constructed  in  Sangam-dong,  Seoul's  transportation 
hub  that  offers  convenient  access  to  Incheon  International  Airport, 
major  highways  and  Seoul's  extensive  metro  subway  system.  This 
sweeping  project  aims  to  integrate  various  information  and  media 
industries,  including  broadcasting,  game,  film  and  animation. 
Through  DMC,  Seoul  has  realized  a  business  model  that  ties 
together  the  development,  production  and  distribution  mechanisms 
of  the  world's  top  media  contents.  Connecting  Seoul  and 
^^^^fe  the  world  through  M&E  technology  and  product 


SMG  invites  you  to  Seoul,  the  leading  digital 
media  brand  city 
Oh  Se-hoon,  Mayor  of  Seoul 

Seoul  Digital  Media  City  is  a  new  brand  of  Seoul.  Seoul 
Digital  Media  City  or  DMC,  which  is  being  constructed  in 
Sangam-dong,  will  be  a  3.6-million-square-meter 
complex  that  features  Millennium  Park,  a  game  plaza  and 
a  video  broadcasting  center.  The  greatest  appeal  of  the 
DMC  is  the  strong  backing  it  is  receiving  from  the  Seoul 
Metropolitan  Government.  DMC  promises  to  provide  the 
best  possible  investment  environment  with  its  one-stop 
dministrative  services  and  a  foreign-investment-area 
designation  that  comes  with  tax  exemptions. 


dream.  While  the  growth  of  the  digital  industry  so  far  has  been  focused 
on  technology  development,  it  is  Seoul's  assessment  that  the  future 
of  the  digital  industry  lies  in  media  contents  development. 
Thanks  to  the  widespread  popularity  of  Korean  television  shows, 
drama  and  music,  a  network  for  Korea's  contents  industry  is  already 
taking  shape  in  Asia.  If  the  entertainment  and  digital  media  industries 
join  forces  with  this  established  network  under  the  DMC  framework,  it 
will  lead  to  the  creation  of  a  comprehensive  industry  whose  growth 
will  be  incomparable  in  terms  of  its  stability  and  effectiveness. 
Although  the  digital  industry  has  already  achieved  stellar  growth,  the 
pace  of  its  development  and  the  extent  of  its  quantitative  expansion 
thus  far  has  only  been  the  beginning.  Possibilities  of  the  emergence  of 
new  industries  will  be  endless  when  existing  industries,  such  as 
television,  music,  film,  animation  and  online  education,  form  a 
cooperative  union  with  the  digital  industry. 
DMC  aspires  to  become  a  digital  Mecca  that  serves  as  the  world's 
portal  and  laboratory  for  digital  innovations. 


)ul  City's  Support  and  Incentives 

ther  selling  point  of  DMC  is  the  generous  and  enthusiastic  support  of  Seoul  City.  The  city's  policy  goal  is  the  creation  of  a 
rable  investment  environment,  and  investor-friendly  measures  are  already  in  place,  including  tax  exemptions,  one-stop 
linistrative  services  and  quality  residential,  educational  and  medical  facilities.  In  addition,  20  million  residents  in  the 
iter  Seoul  area,  including  1 0  million  in  the  city  of  Seoul  alone,  are  digital  savvy.  As  such,  Seoul  is  the  best  test  marketto 
}Q  consumer  reactions  to  state-of-the-art  digital  technologies.  When  DMC  is  completed  in 
1  over  2,000  small-to  medium-sized  venture  companies  will  begin  operations  and  total 
uctions  worth  more  than  8  trillion  won  are  expected  to  be  generated.  Needless  to  say,  DMC's 
vth  potential  is  beyond  imagination.  That  is  why  DMC,  which  is  being  developed  as  an  eco- 
dly  residential,  work  and  leisure  complex,  cannot  but  deserve  a  closer  look. 
Z,  whose  construction  is  set  to  be  completed  in  three  years,  has  become  one  of  the  most 
nising  investment  destinations  for  this  very  reason.  To  take  advantage  of  the  ever-changing 
al  media  era,  this  is  a  moment  of  opportunity  that  cannot  be  missed. 


Sempra  Energy 


old  shacks  share  ocean  views  with  new 
$250,000  condos  built  for  gringos. 
Before  2000  the  vista  wasn't  so  buena: 
The  Presidente  Juarez  power  plant, 
fueled  by  tankers  of  crude  oil,  spewed 
thick  black  smoke  over  the  town.  Sem- 
pra contracted  with  Mexico's  electricity 
monopoly  to  overhaul  the  plant  to  run 
on  clean-burning  gas  delivered  by  a  23- 
mile  pipeline  it  built  from  the  border. 
Rosarito's  air  cleared,  and  the  plant  even 
had  excess  power  to  sell  into  the  Cali- 
fornia grid. 

The  western  power  crisis  hit  months 
later.  Gas  prices  spiked  on  short  supply, 
and  Sempra,  struggling  to  keep  U.S. 


power  plants  supplied  with  gas,  cut  off  its 
75  million  cubic  feet  a  day  of  gas  deliveries 
to  Rosarito.  The  plant  had  to  fire  up  its 
oil  burners  again.  Furious,  Mexican 
politicians  vowed  to  end  reliance  on  U.S. 
gas  for  20%  of  the  nation's  supply  and 
announced  support  for  LNG  projects  on 
the  east  and  west  coasts. 

At  first  blush  this  didn't  make  much 
sense.  Mexico  has  enormous  reserves  of 
gas,  probably  as  much  as  63  trillion 
cubic  feet  (roughly  three  years  of  U.S. 
consumption).  But  Pemex  focuses  its 
scanty  capital  budget  on  oil.  To  spur  gas 
output  in  the  huge  Burgos  basin  that 
borders  the  U.S.,  Felipe  Calderon,  now 
president,  then  energy  secretary, 
supported  the  liberalization  of  gas 
production.  That  allowed  Pemex  to 
bring  in  foreign  operators  like  Repsol, 
Schlumberger  and  Lewis  Energy  of  San 
Antonio  to  drill  for  gas. 

But  LNG,  which  can  be  delivered  for 
an  all-in  cost  of  as  little  as  $4  per  million 
BTUs,  is  ultimately  cheaper  than  building 
out  the  pipelines  to  move  Mexican  gas  to 
Baja.  What's  more,  even  before  Sempra 
began  building  the  plant,  it  hedged  away 
all  its  project  risk  by  leasing  out  half  the 
1  billion  cubic  feet  per  day  of  capacity  for 
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20  years  to  Shell.  For  the  other  half, 
Sempra  contracted  to  buy  LNG  for  20 
years  from  BP's  Tangguh  project  in 
Indonesia.  The  BP  deal  guarantees  Sempra 
gas  at  a  discount  to  the  price  on  the  U.S.- 
Mexico border,  locking  in  a  nice  spread. 
The  company  expects  its  LNG  business  to 
generate  $100  million  in  annual  income 
by  201 1.  Felsinger  believes  that  as  U.S.  gas 
demand  outstrips  production,  having  a 
secure  supply  in  Baja  will  become  very 
valuable  to  Sempra. 

Energy  traders  were  the  villains  of 
the  2000-01  crisis.  Enron,  Dynegy,  El 
Paso  and  Reliant  all  faced  legal  retribu- 
tion and  later  disbanded  their  trading 


arms.  Sempra  escaped  relatively  un- 
scathed: Last  year  it  settled  for  $350  mil- 
lion in  a  class  action  accusing  it  of 
colluding  with  western  gas  pipeline 
operators  to  divvy  up  the  market  and 
limit  construction  of  new  pipelines. 
(Felsinger  insists  there  was  no  collusion 
but  that  Sempra  couldn't  bear  the  risk 
of  a  jury  judgment  that  could  have 
run  as  high  as  $23  billion,  with  treble 
damages.) 

Much  of  Sempra's  trading  consists  in 
providing  price  hedges  to  industrial 
customers  to  smooth  their  costs  of  gas, 
electricity,  steel,  zinc  or  anything  else. 
Sempra  Commodities'  Prince  says  85% 
of  his  contracts  are  for  less  than  two  years 
and  in  very  liquid  markets.  Contrast  that 
with  the  likes  of  Enron,  where  traders 
would  enter  10-  to  15-year  positions  in 
illiquid  markets  and  make  big  bets  for  the 
house  account.  Sempra  can  make  good 
money  with  less  risk  by  backing  up  a 
market  position  on  the  price  of  gas  with 
physical  supplies  of  gas  coming  in 
through  Baja  or  Cameron. 

Felsinger  credits  the  trading  guys 
with  the  idea  of  teaming  up  with  Kinder 
Morgan  on  a  pipeline  to  ease  the  transit 
of  western  gas  to  the  East  Coast.  They 


saw  that  with  the  existing  maze  o 
pipeline  interconnections  it  was  prohibi 
tively  expensive  to  move  Rockies  gas  to 
the  Northeast.  A  new  direct  pipelin* 
could  charge  $1  per  thousand  cubic  feeti 
Enough  gas  producers  paid  in  advand 
for  the  right  to  inject  their  gas  into  th4 
pipeline  that  the  group  raised  the  entin 
$4.4  billion  construction  cost  befon 
turning  a  shovel  of  dirt.  As  with  Baj; 
LNG,  Sempra  will  profit  by  leasinj 
capacity  and  trading  gas.  Sempra  is  thj 
second-biggest  gas  marketer  nationwide 
after  BP. 

But  even  with  customers  ponying  u| 
the  project  financing,  there's  a  limit  t< 
how  many  huge  infrastructure  deal] 
Sempra  can  handle.  That's  because  th 
collateral  needs  of  the  fast-growing  trad 
ing  business  threaten  to  overwhelm 
Sempra's  balance  sheet.  From  almos 
nothing  a  decade  ago,  trading  no^ 
accounts  for  nearly  $500  million  in  n« 
income  (36%  of  Sempra's  total).  Its  $3' 
billion  worth  of  market  positions  i 
backed  by  $7.5  billion  in  lines  of  credit- 
nearly  half  Sempra's  market  cap. 

Sempra  needed  a  partner  with 
higher  credit  rating  than  its  BBB+  and  th 
liquidity  to  back  growth.  Felsinger  foun 
an  ally  in  the  Royal  Bank  of  Scotlanc 
which  in  July  agreed  to  pay  $1.3  billio 
and  to  cosign  all  the  obligations,  in  retur 
for  30%  of  the  first  $500  million  in  annu 
profits  and  70%  of  the  balance.  RBS  has 
long  history  in  project  finance,  wit 
$37  billion  raised  for  LNG  projects  ov< 
the  past  five  years. 

What's  next?  Felsinger  isn't  throug 
with  Baja.  At  the  LNG  terminal  Sempra 
building  its  dock,  pipelines  and  vapo 
ization  equipment  big  enough  to  expar 
capacity  to  2.5  billion  cubic  feet  a  da 
The  region  is  a  valuable  asset  for  anotb 
reason:  In  July  Felsinger  inked  a  deal 
provide  Southern  California  Edison  wi 
250  megawatts  of  wind  power  for  I 
years  from  a  wind  farm  planned  for  tl 
Baja  town  of  La  Rumorosa.  Eac 
2-megawatt  turbine  costs  $3  million.  Ar 
with  California  mandating  that  utiliti 
get  20%  of  their  power  from  renewab 
sources  by  2010,  Felsinger  is  thinkii 
big:  "We  want  to  build  1,000  megawal 
and  import  the  rest  to  the  U.S." 


Sempra  can  make  good  money  with 
less  risk  lacking  up  a  market  position 

of  gas  coming  in 
through  Baja  or  Cameron. 
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A  seat  at  the  table:  Millbrook  Capital's  Clay  Lift  lander  and  Jerome  Lande  could  be 
board  members  after  the  security  company's  next  annual  meeting. 

the  newest  Brink's 

J 

m  1    a?  1 

Fight  Club 

Who  really  runs  Brink's,  Chief  Michael  Dan  or  two 
rabble-rousers  at  hedge  fund  Millbrook  Capital? 
Dan  won't  like  the  answer  By  Michael  Maiello 


LAY  LIFFLANDER  AND  JEROME 
Lande  can  be  impossible  to 
please.  The  managing  duo  of 
hedge  fund  Millbrook  Capital 
put  $80  million  into  security 
titan  Brink's  in  November  2003,  when 
the  stock  was  at  $20.  Less  than  four  years 
later  it  has  almost  tripled  to  $56,  while 


the  S&P  500  is  up  only  37%  in  that  time. 

Yet  Lifflander  and  Lande  soon  may 
move  to  fire  the  chief  executive  of  Brinks, 
Michael  Dan — for  lousy  performance. 
Though  they  hold  a  mere  8%  stake  in  the 
company,  by  the  fall  they  could  launch  a 
proxy  fight  to  grab  4  seats  on  the  12- 
member  Brinks  board.  Chairman  Dan  is 


up  for  election  next  spring.  Dan's  glarii 
flaw:  He  had  the  temerity  to  ignore  tht 
homegrown  plan  to  divide  Brink's  in 
two  companies,  one  for  armored  true' 
and  the  other  for  burglar-alarm  systems 
The  Millbrook  duo  insists  splittii 
up  Brink's  would  let  the  stock  soar  agai 
to  $80  a  share.  Lifflander  argues  th 
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Activists 


he  Brink's  chief's  main  motivation  for 
ipposing  a  dissection  is  selfishness: 
Bigger  company,  more  pay,"  he  says. 

Brink's  and  Dan  himself  won't  com- 
rient  on  the  spat,  but  Dan,  age  57  and  paid 
7  million  in  total  compensation  last  year, 
ould  be  on  the  firing  line  by  the  time  his 
hareholders  meet  next  spring.  The  L 
aen — Lifflander  and  Lande — are  joined  in 
his  ruckus  by  another  dissident  fund, 
'irate  Capital,  whose  chief,  Thomas  Hud- 
on,  won  a  seat  on  the  Brink's  board  in 
/lay.  A  Pirate-commissioned  poll  of  the 
lundred  largest  shareholders  in  Brink's 
hows  most  of  them  support  Millbrook's 
ireakup  idea.  Pirate  owns  5%  of  Brink's 
nd  will  vote  for  a  board  that  would  pursue 
split-up. 

The  bust-up  is  priority  one  for  the 
ledge  fund,  which  has  generated  20% 
eturns  annually,  net  of  fees,  since  Mill- 
irook  set  up  for  business  in  1996.  Brink's 
ccounts  for  a  third  of  Millbrook's  $900 
nillion  in  total  assets.  It  started  meddling 
n  Brink's  business  soon  after  buying  its 
take.  Lifflander  and  Lande  in  2005  suc- 
eeded  in  getting  Dan  to  sell  off  an 
inprofitable  airfreight  division  and  to  buy 
iack  $530  million  in  stock,  and  those 
noves  are  the  major  reason  Brink's  share 
irice  is  up  sharply. 

Millbrook  also  has  its  next  fixer-upper 
n  sight:  Unisys,  the  old-line  computer 
naker  and  continual  comeback  candidate, 
"he  fund  accumulated  a  10%  stake  last 
ear  at  $5  to  $7  a  share,  and  the  stock  is  up 
»nly  30  cents  or  so  since  then.  Lifflander 
ays  the  company  has  too  many  parts  and 
hould  sell  off  its  old  mainframe  division. 
Jnisys  won't  comment,  saying  only  that 
t  has  heard  from  the  Millbrook  guys. 
*Jo  doubt  it  will  be  hearing  more  from 
hem,  soon. 

A  cadre  of  complainers,  from  hedge 
unds  and  private  equity  firms  to  icons  like 
]arl  Icahn,  is  wielding  big  influence  in 
nore  companies,  despite  owning  relatively 
mall  stakes.  Their  ranks  grew  after  the 
ech-bubble  bust  of  2000  and  its  after- 
nath,  stoked  by  Sarbanes-Oxley,  gun-shy 
>oards,  angry  individual  investors  and 
ed-up  institutional  holders. 

"Some  boards  need  to  be  awakened  to 
he  fact  that  a  company  can  be  destroyed 
>y  caving  in,"  says  James  MacGregor  of 


Abernathy  MacGregor,  a  public  relations 
firm  that  defends  managements  under 
fire.  MacGregor  calls  activist  shareholders 
"this  decade's  boardroom  bogeyman." 

Sometimes  the  results  are  dubious: 
The  board  of  Walt  Disney  Co.  stripped 
Michael  Eisner  of  the  chairman's  tide  in 
2004  when  Disney  shares  had  risen  38%  in 
the  previous  year.  Directors  and  sharehold- 
ers were  stirred  up  by  a  1%  holder:  Roy  Dis- 
ney, 70-year-old  nephew  of  the  late  founder. 
Robert  Nardelli  was  driven  from  Home 
Depot  in  January  despite  doubling  sales  and 
almost  tripling  profits  in  six  years.  His  $120 
million  pay  package  and  a  stalled  stock 
price  drew  the  ire  of  Relational  Investors 
manager  David  Batchelder,  who  later  was 
named  to  the  board. 

Still,  the  troublemakers  often  are  suc- 


cessful, and  investors  are  better  off  for  it. 
Four  professors  from  Duke,  Columbia, 
Vanderbilt  and  the  University  of  San 
Diego  have  studied  almost  900  fights  by 
130  hedge  funds  since  2001.  They  found 
the  hedge  funds  got  management  to  do 
what  they  had  urged  40%  of  the  time. 
Another  25%  of  the  time  they  got  at  least 
some  concessions.  Half  the  funds  owned 
fewer  than  10%  of  the  companies  they 
targeted. 

The  most  aggressive  hedge  funds  gen- 
erate a  "large  positive  abnormal  return" 
of  5%  to  7%  after  an  activist  has  filed 
its  holdings  with  the  SEC.  The  effect  lasts 
a  year  after  the  commotion  begins.  The 
targets'  stocks  rise  highest  when  they  are 
forced  to  sell  off  divisions. 

At  Millbrook,  with  offices  in  Manhat- 


LOUD  AND  PROUD 


These  are  the  investment  funds  that  other  investors  and 
company  managers  should  watch  out  for. 

BREEDEN  CAPITAL  |  Richard  Breeden 
Assets:  $1  billion 

Known  for:  Former  Securities  &  Exchange  Commission  chairman. 
Current  target:  Applebee's.  Wants  four  board  seats. 

ICAHN  PARTNERS  |  Carl  Icahn 
Assets:  $7  billion 

KNOWN  FOR:  Most  recently,  forcing  Time  Warner  into  a  $20  billion  stock 
buyback. 

Current  target:  Motorola.  Failed  to  win  a  board  seat  this  year  but  might  not 
be  finished. 

GREENLIGHT  CAPITAL  I  David  Einhom 

Assets:  $4  billion 

Known  for:  Joined  the  board  of  New  Century  Financial,  demanding  changes  to 
protect  the  company  from  subprime  housing  loan  risk.  Quit  when  subprime 
collapsed. 

Current  target:  His  own  reinsurance  company,  which  he  plans  to  bring  public 
this  year. 

PIRATE  CAPITAL  |  Thomas  Hudson 
Assets:  $1  billion 

Known  for:  Took  over  the  board  of  prison  company  Cornell  in  2004. 
Current  target:  Angelica,  a  linen  supplier  to  the  health  care  industry.  Hudson 
wants  the  company  sold. 

RELATIONAL  INVESTORS  |  Ralph  Whitworth  &  David  Batchelder 
Assets:  $7  billion 

Known  for:  Forcing  Robert  Nardelli  to  quit  his  post  as  chief  of  Home  Depot. 
Current  target:  Sprint.  Recently  purchased  1  %  of  the  stock. 
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Activists  

tan,  Lifflander  and  Lande  are  more 
patient  than  most  provocateurs.  They 
spend  more  than  a  year  on  every  invest- 
ment, running  through  a  tour-step 
process  that  starts  with  "management 
support"  and  "collaborative  discourse" 
and  devolves  into  "aggressive  advocacy" 
and  then  "proxy  fight." 

The  fund  was  born  from  a  blind  trust 
for  John  Dyson,  who  served  as  New  York 
City's  Deputy  Mayor  for  Economic  Devel- 
opment under  Rudy  Giuliani  in  1993. 
Dyson  is  the  son  of  Charles  Dyson,  a 
banker  who  is  credited  with  inventing  the 
leveraged  buyout  in  the  1950s.  In  Dysons 
employ  Lifflander  ran  the  small  portfolio 
as  a  buyout  fund  for  three  years. 

When  Dyson  left  office  in  1996,  he 
invested  $2.7  million  with  Lifflander,  who 


bought  shares  at  $20  apiece  in  2003, 
Brink's  owned  an  air  freight  shipping 
company:  Bax  Global.  Brink's  Chief  Dan 
liked  its  strong  business  in  China,  but  at 
the  time  it  was  losing  $10  million  a  year. 
Brink's  also  had  unfunded  pension  liabili- 
ties for  a  shuttered  mining  company. 

Lifflander  and  Lande  watched 
silently  to  see  if  Dan  could  make  Bax 
profitable.  By  2005  Bax  was  barely  cash 
flow  positive  (less  than  $1  million),  and 
Brink's  stock  was  down  23%  that  year. 
Time  for  stage  three:  aggressive 
advocacy.  Lande  and  Lifflander  sent  an 
open  letter  to  Dan  urging  him  to  sell  Bax 
and  use  the  cash  to  end  the  mining 
company's  pension  problems. 

Even  giving  away  Bax,  they  argued, 
would  result  in  a  37%  boost  to  the  stock 


pany  at  $80  a  share)  in  a  56-page  dea 
book  that  they  sent  to  Dan,  the  boarq 
and  the  SEC.  At  the  time  all  eyes  were  oij 
Pirate. 

Dan  placated  Pirate  in  February  wid 
a  board  seat.  Just  when  Brink's  seemed  a 
peace,  Lifflander  and  Lande  took  ove 
Pirate's  role,  aggressively  arguing  that  thl 
armored-car  side  of  the  company,  with  it) 
expensive  equipment,  is  dragging  dow< 
the  value  of  the  home-security  side. 

In  July  Millbrook  sent  a  letter  to  Dal 
arguing  that  his  company  was  underval 
ued,  citing  the  higher  earnings  multipll 
at  a  European  rival. 

On  Aug.  2  Dan  responded  to  Mil 
brook  as  Brink's  reported  its  earnings.  H| 
rejected  all  of  Millbrook's  proposal 
Then  he  reported  that  quarterly  revenue 


Millbrook's  four-step  process  starts  with  "management 
support"  and  "collaborative  discourse"  and  devolves  into 
"aggressive  advocacy"  and  then  "proxy  fight." 


put  up  $300,000,  and  they  launched  Mill- 
brook  as  a  hedge  fund.  Dyson  remains 
the  firm's  chairman,  and  they  now  have 
$900  million  under  management. 

Millbrook's  first  battles  were  fought 
on  microcap  fields.  In  1996  it  tried  to  buy 
Eastern,  a  138-year-old  padlockmaker  in 
Naugatuck,  Conn.  Millbrook's  $15-a- 
share  offer  valued  Eastern  at  $40  million. 
Eastern's  board  refused  to  sell.  Millbrook 
bought  6%  of  the  stock  and  threatened  a 
proxy  fight,  calling  for  Stedman  Sweet, 
chief  executive  for  37  years,  to  be 
replaced.  Sweet  retired  in  1997,  and  since 
then  Eastern's  market  cap  has  risen  to 
$94  million. 

Millbrook  sold  its  stake  (reaping  a 
111%  profit)  and  instead  acquired  a  pri- 
vate lock  company,  Hudson  Lock,  and 
then  another,  ESP  Lock  Products.  In  2000 
they  merged  their  private  lock  companies 
with  Acme,  a  small,  public  electrical 
equipment  manufacturer,  forming  Key 
Components,  which  Millbiook  sold  to  a 
rival,  Actuant,  for  $315  million  in  2004. 

As  Millbrook  left  the  lock  business,  it 
found  Brink's  and  its  armoi  s  and 
home  security  products.  Wi  hrm 


price.  Bax  had  lost  $50  million  over  five 
years,  and  Brinks  was  worth  more  with- 
out it.  Dan  ignored  them.  The  two  parties 
sparred  politely  in  conference  calls  with 
Wall  Street  analysts.  In  September  2005 
Lif  flander  sent  Dan  a  list  of  bankers  with 
good  reputations  in  the  transportation 
industry.  It  included  dealmakers  from 
Deutsche  Bank,  Goldman  Sachs  and 
Morgan  Stanley. 

In  January  2006  Brink's  sold  Bax  to 
German  shipping  company  Deutsche 
Bahn  for  $1.1  billion.  Brink's  shares 
climbed  from  a  predeal  low  of  $30  to  $52 
when  the  sale  was  completed.  Months 
later  Pirate  Capital  pushed  Dan  to  find  a 
buyer  for  the  entire  company.  Millbrook 
opposed  a  sale  at  Pirate's  price  of  $60  or 
so  a  share. 

As  Pirate  and  Dan  engaged  in  a  public 
fight  over  the  company's  future,  Millbrook 
lurked  in  the  background.  (The  activist 
funds  don't  collaborate  and  don't  talk  to 
each  other  because  the  SEC  forces  them  to 
disclose  any  backstage  collusions.) 

In  December  2006  Millbrook  laid  out 
its  scenario,  along  with  alternatives 
(including  an  outright  sale  of  the  corn- 


had  climbed  13%  to  $790  million  am 
that  net  income  of  $28  million  wa 
down  8%  from  a  year  ago.  Wall  Stre« 
analysts  were  mostly  pleased,  but  th 
stock  dropped  3%. 

On  the  conference  call  Dan  refuse 
to  say  if  the  board  unanimously  backe) 
him.  Wayne  Archambo,  a  fund  manage 
from  BlackRock,  complained,  "I've  owne 
your  stock  for  four  years.  We've  bee 
patient  here,  as  many  other  shareholdei 
have.  I  think  you  have  an  obligation  t 
elaborate  on  why  you're  not  pursuin 
these  alternatives." 

Five  days  later  Pirate's  Thomas  Hue 
son,  the  Brink's  board  member,  sent  Da 
a  public  letter  revealing  that  he  had  hire 
proxy  firm  D.E  King  &  Co.  to  poll  the  1C 
largest  shareholders  in  Brink's  and  th. 
67%  of  them  want  the  board  to  reconsidi 
the  split.  That  has  Lifflander  and  Lane 
thinking  they  can  run  a  slate  of  four  dire, 
tors  (themselves  and  two  outsiders)  wh 
could  pull  a  coup  d'Dan. 

Brink's  will  likely  hold  its  annu 
meeting  next  May,  as  it  did  last  year.  Th 
gives  Lifflander  and  Lande  a  few  montl 
to  try  and  scare  the  fight  out  of  Dan. 
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National  Payroll  Week 
September  3-7, 2007 


National    Payroll  Week 

celebrates  the  hard  work  of 
America's  1 56  million  wage  earners 
and  the  payroll  professionals  who 
pay  them.  Together,  through  the 
payroll  withholding  system,  they 
contribute,  collect,  report,  and 
deposit  approximately  $1 .6  trillion, 
or  64.3%,  of  the  annual  revenue  of 
the  U.S.  Treasury. 

i  More  information  and  resources  are 
available  at: 

www.nationalpayrollweek.com 


American  Payroll  Association 
www.  amer  icanp  ayroll .  org 

Comdata 

www.comdata.com 


"Other  than  the  medical  community,  we 
in  the  payroll  industry  need  to  have  the 
highest  accuracy  rate  of  any  profession,"  says 
Dan  Maddux,  executive  director  of  the 
American  Payroll  Association.  "If  the  payroll 
is  not  100%  correct,  the  result  is  chaos." 

For  companies,  maintaining  the  status  quo 
with  regard  to  payroll  is  a  risky  practice, 
particularly  as  costs  of  traditional  paycheck 
systems  rise  and  as  regulatory  pressures  — 
such  as  those  resulting  from  the  Sarbanes- 
Oxley  Act  —  increase.  Employers  who  are 
willing  to  analyze  their  options  carefully  can 
reap  a  great  return  on  their  investment.  To 
build  awareness  about  the  payroll  process 
and  its  effect  on  the  bottom  line  for 
business,  the  APA  is  celebrating  National 
Payroll  Week  from  Sept.  3  to  Sept.  7. 

Demystifying  the  Payroll 

There  are  three  particular  areas  where 
new  technology  is  having  the  greatest 
impact  on  payroll,  says  Maddux:  electronic 
payroll  (e-payroll)  practices;  Web-hosted 
software  that  allows  employees  to  access 
vital  business  information  remotely;  and  the 
ability  to  reduce  costs  by  seamlessly  out- 
sourcing business  functions  to  anywhere  in 
the  world. 

Electronic  Payroll 

Advances  in  technology  and  consumer 
acceptance  have  made  e-payroll  easier 
than  ever,  and  have  revolutionized  the  way 
companies  pay  their  employees,  says  Mad- 
dux. Corporations  across  the  nation  have 
shifted  to  e-payroll  functions  such  as 
direct  deposit,  payroll  debit  cards  and  elec- 


money,"  says  Maddux.  "Employers  at 
reap  benefits,  since  electronic  payr 
delivery  is  significantly  less  expensive  th 
traditional  paper  checks." 

New  Software 

Software  as  a  Service  (SaaS)  is  a  relativi 
new  software  application  delivery  mo4 
that  allows  approved  individuals  to  instan 
access  vital  business  information  over  0 
Internet.  SaaS  providers  offer  hosted,  onli 
software  application  services  that  alh 
employees  to  work  remotely  from  anywht 
there  is  an  Internet  connection.  IT  servit 
that  can  be  provided  as  SaaS  include  sen 
installation  and  management,  softwi 
upgrades,  log-in  management,  datab; 
administration  (DBA)  support,  hardw; 
maintenance,  backup  and  recovery  m; 
agement,  capacity  planning,  inventc 
management,  application  performar 
tuning,  and  server  monitoring  and  mz 
agement.  These  convenient  features 
available  through  Web  self-service  for  t 
genera]  employee  population  and  manag 

Going  Global 

Global  outsourcing  is  another  tre 
expected  to  grow  stronger  in  2008,  s 
Maddux.  Many  companies  have  opted 
outsource  partial  or  whole  busini 
functions  to  vendors  located  in  otl 
countries.  Offshoring  comes  with  inhen 
risks,  the  largest  being  the  potential  co 
promise  of  private  company,  employ 
and  client  information  such  as  So< 
Security  numbers,  addresses  and  payrc 
related  data.  In  the  APA's  2006  "Gem 


'An  organization  with  a  true  commitment  to  eliminating 
paper  can  work  with  an  experienced  partner  who  can 
make  the  transition  to  electronic  pay  easier." 

Carole  Ford,  Vice  President  o 
Payroll  Services,  Comdata  Cc 


tronic  pay  stubs.  A  combination  of  all 
three  allows  a  company  to  go  paperless  in 
its  payroll,  which  saves  a  significant 
amount  of  time  and  money  overall. 
"Employees  benefit  from  electronic  payroll 
because  they  can  save  money  by  eliminat- 
ing check-cashing  fees  and  get  greater 
access  to  their  financial  information  and 


Paid  in  America"  online  survey,  85% 
respondents  said  they  are  not  confid' 
their  personal  information  would  be  k 
private  if  their  paychecks  were  proces; 
overseas,  and  77%  said  they  would  not 
happy  if  their  paychecks  were  proces: 
overseas.  "As  these  statistics  show,  Ame 
can  companies  should  be  careful  that  tl 


Advertisement  3 


not  lose  the  trust  of  their  employees 
sn  it  comes  to  ofFshoring  payroll,"  says 
ddux.  But  he  adds,  "Companies  that 
ce  data  security  and  effective  employee 
ununications  priorities  can  realize  suc- 
with  global  outsourcing." 

e  Paycaxd  Pioneer 

or  nearly  four  decades,  Comdata  has 
n  at  the  forefront  of  payment  innova- 
is.  "We  revolutionized  the  concept  of 


the  payroll  is  not 
)0%  correct,  the  result 
chaos." 

Dan  Maddux, 
Executive  Director, 
American  Payroll  Association 


:tronic  payments  beginning  with 
:king  companies,  and  in  the  process 
iched  the  Comdata  Card,  a  payment 
ition  that  helped  drive  an  industry,"  says 
•ole  Ford,  vice  president  of  payroll 
dees  at  Comdata  Corp.  Within  the  last 

years,  the  company  has  moved  its 
card  to  large  retailers,  movie  theater 
ins  and  restaurants,  all  of  which  have  a 
;e  base  of  employees  who  do  not 
essarily  have  traditional  bank  accounts, 
bday,  Comdata  is  an  industry  leader 
h  a  suite  of  flexible  financial  solutions 
1  services  that  improve  efficiency  and 
fitability,  and  now  touch  financial 
isactions  of  all  kinds.  "Our  integrated 
tncial  solutions  are  changing  the  way 
npanies  manage  data,  pay  their  employ- 
,  process  merchant  transactions  and 
nage  spending  on  key  business  purchases 
n  travel  to  fuel,"  she  says.  A  pioneer  in 

concept  of  stored  value,  Comdata  has 
damentally  changed  the  retail  industry 
nigh  gift  card  solutions, 
"he  payroll  industry  also  has  been  flinda- 
ntally  changed  by  the  emergence  of  the 
roll  card,  which  eliminates  the  paper 
check  and  the  costs  and  inefficiencies 
>ciated  with  it.  One  recent  study  shows, 
example,  that  companies  can  reduce  their 
roll  costs  by  up  to  40%  when  they  switch 
n  printed  checks  to  electronic  pay. 
Some  of  the  industries  that  benefit  most 
m  paycards  include  retail,  hospitality, 
:aurant,  temporary  staffing  and  health 
;,"  says  Ford.  "These  industries  experience 


some  of  the  highest  turnover  among  their 
hourly  employee  base,  which  means  that 
direct  deposit  administration  is  over- 
whelming." The  paycard  streamlines  the 
administration  process  and  allows  employ- 
ees without  bank  accounts  to  access  their 
earnings  without  resorting  to  expensive 
check-cashing  facilities.  "It's  a  win-win 
situation  for  everyone,"  says  Ford. 

Implementing  a  total  electronic  pay 


program  doesn't  have  to  be  difficult.  "An 
organization  with  a  true  commitment  to 
eliminating  paper  can  work  with  an 
experienced  partner  who  can  lead  the 
way  with  marketing  tools  and  employee 
training  to  make  the  transition  to 
electronic  pay  easier,  and  provide  more  of  a 
'what's  in  it  for  me'  prospect  for  the 
employee,"  says  Ford.  "With  the  paycard, 
everybody  wins." 


Payroll  Cards  — 
More  than  money, 
it's  more  convenient 


With  employees  constantly 
moving,  telecommuting,  working 
seasonally  and  often  not  even 
keeping  a  bank  account,  payroll 
can  be  painful  and  needlessly 
costly.  Comdata"  is  the  answer. 
Our  paperless  payroll  solutions 
cut  costs  and  increase  the  ease 
of  paying  your  people.  Comdata 
pioneered  putting  payroll  on  a  card, 
making  payday  more  convenient. 
Call  1-800-833-6130  to  learn  more. 
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Fined 


for  Noncompliance 


if^pShe  IRS  assessed  employ- 
ers $13  billion  dollars  in 
penalties  and  interest  for 
noncompliance  with  pay- 
roll tax  laws  last  year.*  Many 
of  those  fines  could  have  been 
prevented  if  the  payroll  depart- 
ments in  those  companies  had 
done  their  jobs  correctly.  Is  your 
payroll    department  keeping 
your  company  safe? 

Payroll  is  one  of  the  most 
heavily  regulated  areas  of  busi- 
ness. Not  just  anybody  can  lead 
today's  dynamic  payroll  team. 
This  complex  task  demands  the 
knowledge,  skills,  and  training 
of  a  Certified  Payroll  Profession- 
al (CPP).  Just  as  the  accounting 
profession  has  its  CPA,  the  gold 
standard  for  professional  com- 
petency in  the  payroll  field  is 
the  CPP.  By  making  sure  your 
company's  payroll  department 
is  staffed  by  Certified  Payroll 
Professionals,  you  are  making 
an  investment  that  will  return 
a  high  dividend. 

STAY  FRIENDLY 
WITH  THE  IRS 
As   savvy   CEOs   and  CFOs 
know,  the  payroll  department 
is  the  company's  command 
center  for  compliance  with 
mandates  from  the  IRS,  De- 
partment of  Labor,  Social 
Security  Administration, 
Office  of  Child  Support  En- 
forcement, and  the  Depart- 
ment of  Homeland  Security, 
in  addition  to  being  the  de- 
partment that  cuts  the  pay- 
checks. The  payroll  depart- 
ment keeps  your  company 
in  compliance  with  federal 
and  state  laws  governing  mini- 
mum wage  and  overtime,  the 
Sarbanes-Oxley  Act,  and  state 
child  support  withholding  re- 
quirements. It  calculates,  with- 
holds, and  deposits  payroll  taxes 


for  federal,  state,  and  local  ju- 
risdictions -  $1.6  trillion  yearly 
on  the  federal  level  alone. 

These  tasks  must  all  be 
executed  accurately,  on  time, 
and  in  the  proper  manner.  If 
any  function  is  performed  in- 
correctly— if  the  tax  deposits 
are  late,  if  child  support  is  not 
deducted  properly,  if  new  hires 
are  not  reported  on  time — your 
company  will  be  in  noncompli- 
ance. Fines  for  such  violations 
can  add  up  quickly,  costing  a 
company  thousands,  and  even 
millions,  of  dollars. 

As  a  strategic  partner 
in  your  company's  manage- 
ment structure,  your  payroll 
department  is  charged  with 
maintaining  compliance,  le- 
veraging efficiencies,  reducing 
costs,  and  contributing  to  your 
profitability.  Internally,  payroll 
professionals  regularly  team 
with  many  of  your  company's 
departments,  including  human 
resources,  benefits,  finance,  ac- 
counting, IT,  and  legal. 

CPPS  PROVIDE  HIGH  ROI 
Established  by  the  American 
Payroll  Association  in  1985,  the 


Sarbanes-Oxley  has 
made  payroll  more 
important  than  ever. 

Is  your  payroll 
department  keeping 
you  safe? 


Certified  Payroll  Professional 
designation  is  awarded  to 
individuals  who  have  passed  a 
rigorous  exam,  covering  the  full 
range  of  payroll  knowledge— 
from      administration  and 


*Source:  IRS  Data  Book,  FY  2006,  Publication  55b,  Table  17.  Chief  Financial  Officer. 
Revenue  Financial  Management  OS:CFO:R 


compliance,  to  systems  and 
accounting.  Moreover,  CPPs 
maintain  their  certification 
through  continuing  education, 
so  their  knowledge  is  regularly 
updated.  This  is  a  must  in  a 
world  of  constantly  shifting 
regulations,  procedures,  and 
technology. 

Many  top  companies 
employ  Certified  Payroll 
Professionals,  and  some  of  the 
larger  and  more  successful 
among  them  have  programs 
that  recognize  and  reward 
payroll  certification.  Companies 
that  employ  CPPs  include 
some  of  the  country's  best- 
run  organizations,  such  as 
Starbucks,  ADP.  Adobe,  Johnson 
&  Johnson,  and  Toyota,  just 
to  name  a  few.  As  CPPs, 
these  individuals  bring  an 
extraordinary  skill  set  to  their 
payroll  departments.  Through 
proven  performance  and 
leadership,  they  merit  the  career 
advancement,  respect,  and 
rewards  they  have  garnered.  By 
keeping  your  company  safe  and 
in  compliance  with  the  Internal 


Revenue  Code,  Fair  Lai 
Standards  Act,  Sarbanes-Osl 
Act,  and  more,  your  teaml 
Certified  Payroll  Professioil 
will  quickly  provide  a  s| 
return  on  your  investment. 

EYE  ON  THE  FUTURE 
Is  your  company  planning 
expand   its   global  preser 
A   CPP    can  determine 
payroll   and  employment 
consequences.  Would  you 
to  automate  and  re-engir 
your   workforce  manageir 
system  to  increase  efficien 
while    eliminating  regula 
compliance  risk?  A  CPP  can  1 
you  make  the  right  decisions 
you  want  to  stay  in  complk 
with  the  Sarbanes-Oxley  i 
CPPs  know  how  to  do  t 
part. 

Payroll  is  far  too  impor 
to  a  company's  bottom  line  t 
left  to  underqualified  indiv 
als.  Protect  your  organizati 
compliance.  When  you  net 
payroll  professional,  insist 
a  Certified  Payroll  Professi' 
(CPP). 


Go  to  www.americanpayroll.org  to  find  out  more. 


iarn  how  to  strengthen  your  paycheck 
www.nationalpayrollweek.com. 
hile  there,  take  the  NPW  survey  for 
chance  to  win  a  free  paycheck.* 


^lebrate  payday  and 
3  payroll  professionals 
10  pay  us  during 
itional  Payroll  Week, 
jptember  3-7,  2007. 
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Whether  you  are  an  experienced  investor  or  a  novice,  this  guide 
can  help  you  pick  the  right  funds  and  save  on  expenses  and  taxes. 
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Call  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other 
information.  Read  and  consider  it  carefully  before  investing.  An  investment  in  a  money  market  fund 
is  not  insured  or  guaranteed  by  the  Federal  Deposit  Insurance  Corporation  or  any  other  government 
agency.  Although  a  money  market  fund  seeks  to  preserve  the  value  of  your  investment  at$l  per  share, 
it  is  possible  to  lose  money  by  investing  in  such  a  fund. 

©2007  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


Mutual  Fund  Survey 


Back  in  the  Game 

Bill  Gross'  fabled  Pimco  Total  Return  had  an  embarrassing 
spell  because  he  was  too  cautious.  Today,  with  blood  on  the 
floor,  he  is  gambling  again  |  By  Bernard  Condon 


NOW,  IN  THE  MIDDLE  OF  THE  CREDIT  MARKETS' 
dark  hour,  is  the  time  for  the  bond  king  to  reclaim 
his  crown.  William  H.  Gross,  who  used  to  dazzle 
the  investing  world  with  his  prescient  fixed -income 
plays,  has  been  a  disappointment  lately.  This  is  his 
moment  to  turn  things  around.  So  he  is  making  some  risky  bets. 

Gross,  63,  is  one  of  those  investment  figures  whose  every 
utterance  is  quoted  and  parsed  for  meaning.  As  manager  of  sto- 
ried $103  billion  (assets)  Pimco  Total  Return,  the  world's  largest 
bond  fund,  he  has  a  long  history  of  beating  the  Lehman  Brothers 
Aggregate  Bond  Index,  the  benchmark  of  the  fixed-income  set. 
He  hired  Alan  Greenspan,  the  former  Federal  Reserve  chairman, 
as  a  Pimco  consultant  in  May  2007,  and  Wall  Street  greeted  the 
event  as  an  alliance  of  godlike  figures. 

But  Gross  took  a  wrong  turn.  He  got  too  conservative.  Two 
years  ago  he  shifted  out  of  risky  securities  like  corporate  junk 
bonds  and  into  safe  stuff  like  Treasurys  that  would  be  lifted  by 
Federal  Reserve  interest- rate  cuts,  sure  to  be  made  to  save  a  flag- 
ging economy. 

The  Fed's  cuts,  though,  never  came.  Neither,  until  recently, 
was  there  any  evidence  of  a  coming  wave  of  corporate  defaults.  In 
2006  Gross  shocked  his  fans  by  lagging  the  index.  Investors  put 
less  money  into  his  funds.  Things  got  so  bad  at  one  point  that  he 
took  took  nine  days  off  from  the  office  to  try  to  regain  his 
instincts. 

"People  were  saying,  'Hey,  Gross  lost  it,'"  recalls  Gross,  the 
founder  and  chief  investment  officer  of  Pacific  Investment  Man- 


agement, now  a  unit  of  insurer  Allianz  AG.  "It  felt  like  abject  fai 
ure."  Or  rather,  he  adds,  like  the  Yankees  when  they  don't  make 
to  the  World  Series. 

Of  the  five  largest  bond  funds,  Total  Return  has  the  wor 
12-month  record,  at  4.4%  (appreciation  plus  interest  income 
but  the  best  ten-year  annual  tally,  at  5.9%.  Investors  pay  dear 
for  Gross'  services:  The  fund  has  the  highest  fees  of  the  Big  Fiv 
at  0.9%  of  assets  yearly  and  a  3.75%  sales  load  (see  table,  p.  156, 

Gross  is  a  self-effacing  guy  who  pads  around  Pimco's  Nev 
port  Beach,  Calif,  office,  an  unknotted  tie  draped  around  h 
neck.  He  freely  admits  that  his  head  can't  instantly  conjure  i 
numbers  and  stats,  and  he  often  asks  underlings  at  meetings 
refresh  his  memory.  He's  a  creature  of  habit  who  dogged 
attends  to  rituals:  the  hour  and  a  half  of  yoga  and  exercise,  tl 
early  dinner  at  5:30  p.m.,  the  Sunday  walk  with  his  wife. 

Still,  the  current  crisis  spells  opportunity  to  him,  and  h 
juices  are  flowing.  To  monitor  the  frenzied  trading  in  Europ 
Gross  is  getting  to  the  office  way  early  now,  3  a.m.  or  so.  And  hi 
on  the  phone  with  consultant  Greenspan  more  often  lately- 
three  times  in  one  recent  week. 

He  sees  the  current  crunch  as  a  perfect  opportunity  to  b; 
some  nice  trophies.  Until  this  summer  spreads  between  Tre 
surys  and  most  bonds,  even  junk,  were  too  narrow  to  bother  ta 
ing  the  risk  of  owning  them.  Lately,  however,  they  have  blov 
out.  Junk  bonds,  yielding  on  average  just  2.9  percentage  poir 
over  comparable  Treasurys  in  January,  are  today  yielding  4 
points  more,  according  to  Merrill  Lynch.  This  is  enough,  he  sa) 
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to  compensate  him  for  the  risk  of  owning  this  paper.  It  takes 
time,  Gross  says,  to  turn  around  a  fund  larger  than  the 
economies  of  134  countries,  yet  he's  bent  on  doing  this. 

Fortunately  for  him,  everyone  else  seems  to  be  selling,  mean- 
ing good  buys  can  be  had.  A  self-described  "curmudgeon  of 
credit,"  Gross  is  among  the  most  ardent  pessimists.  He  thinks  a 
cumulative  fall  in  home  prices  of  10%  is  "very  possible."  And  if 
that  happens,  a  recession  may  loom.  Thus  Gross  expects  a  sizable 
one-point  drop  in  the  Fed  funds  rate  from  5.25%. 

"This  is  Tiger  Woods  walking  up  the  15th,  and  he  needs  a 
birdie,"  he  says.  "This  is  why  you  spend  so  much  time  on  the 
range.  This  is  a  good  moment." 

And  he  has  the 


over  Treasurys  has  gotten  so  wide,  having  climbed  by  2  percent 
age  points  in  just  six  weeks.  If  the  yield  spread  narrows,  junk 
prices  will  go  up  (relative  to  Treasury  prices).  A  4.5-point  spread,) 
he  says,  is  "pretty  attractive,"  if  the  economy  "muddles  through." 

But  if  Gross  is  a  bull,  he's  a  discriminating  one.  He  won't  buy 
the  debt  of  papermaker  Weyerhaeuser  or  retailer  NordstromJ 
despite  slight  widening  in  their  spreads  over  Treasurys  lately) 
Sales  for  both  companies  will  fall  if  the  economy  tanks,  he  says, 
As  with  bonds,  so  equities.  While  Gross  says  stocks  are  "not  unat 
tractive"  right  now,  he  recommends  investors  avoid  cyclicals 
especially  stocks  dependent  on  the  U.S.  consumer,  who,  he  has 
been  warning,  has  too  much  debt  to  keep  spending.  Compound 


Once  and  Future  King? 

Bill  Gross'  Pimco  Total  Return  has  lost  its  supremacy  among  big  bond  funds.  It  seeks  a  restoration. 


PERFORMANCE 
UP  DOWN 

FUND 

TOTAL  RETURN 
LATEST  10-YEAR 
12  MONTHS  ANNUALIZED 

ASSETS 
7/31/07 
($BIL) 

EXPENSES 
PER 
$100 

American  Funds  Bond  Fund  of  America-A 

5.4% 

5.7% 

$32.7 

$0.62' 

Pimco  Total  Return-A 

4.4 

5.9 

103.3 

0.90' 

4 

Vanguard  GNMA  Fund-lnv 

5.3 

5.6 

22.6 

0.21 

Vanguard  Short-Term  Inv  Grade-lnv 

5.7 

5.0 

19.0 

0.21 

Vanguard  Total  Bond  Market  Index-lnv 

5.5 

5.5 

49.1 

0.20 

Performance  through  July  31.  'Maximum  sales  charge  of  3.75%. 

Sources:  Forbes;  Upper. 

firepower:  an  enor- 
mous cash  hoard,  30% 
of  assets.  Assets  are 
selling  at  discounts  to 
those  who  can  pay 
fast,  now  that  the 
liquidity  has  evapo- 
rated. Gross  once  was 
criticized  for  his  cash 
buildup.  Now  it's  an 
opportunity. 

Gross  has  bought 
mortgages  on  million- 
aires' homes,  German 
government  paper,  Brazilian  debt,  foreign  currencies  and,  yes, 
junk  bonds.  The  change  in  junk  land  is  especially  gratifying  to 
Gross.  Before  the  spreads  blew  out,  Gross  likened  junk  investors 
to  "prisoners  in  an  isolation  ward"  for  accepting  without  protest, 
even  gratefully,  the  "thin  gruel"  of  low-yielding  issues  offered  up 
by  private  equity  shops.  My,  how  the  world  changed  in  such  a 
short  period.  "People  are  running  for  the  hills,"  he  says.  "So  we 
can  take  positions  off  them." 

Earlier  this  summer  he  scored  a  win  when  Cerberus  Capital 
Management  came  peddling  junk  to  back  its  takeover  of 
Chrysler.  Gross  zeroed  in  on  a  $4  billion  issue,  for  Chrysler's 
finance  arm,  at  the  London  Interbank  Offered  Rate  of  5.4%  plus 
3  percentage  points.  No  one  was  biting.  In  stepped  Gross,  deliv- 
ering $2  billion  in  just  three  days.  What  he  got  in  return:  Libor 
plus  5  points,  for  a  total  10.4%.  In  recent  weeks  he's  also  bought 
$50  million  of  Ford  Credit  notes  at  Libor  plus  5.5  points. 

Other  recent  purchases  he  has  made  at  a  discount  include 
5.85%  Time  Warner  Cable  bonds  due  May  2017,  yielding  6.4%  to 
maturity.  He  likes  the  company's  strong  pricing  power:  People 
want  their  cable  TV  and  will  pay  for  it.  He  also  likes  refiner  Valero 
Energy's  6.125s,  maturing  in  June  2017,  and  utility  Duke  Energy's 
6.45s  of  October  2032. 

Gross  has  put  $1  billion  into  the  High- Yield  Credit  Default 
Index.  Here  he's  making  a  bullish  bet  on  a  junk-based  derivative. 
If  junk  bond  prices  rebound,  he'll  make  money  on  the  index. 
And  why  should  their  prices  firm  up?  Because  that  yield  spread 


ing  consumer  woes,  he  says,  will  be  $1  trillion  in  adjustable 
mortgages  set  to  notch  upward  over  the  next  year,  meaninj 
disposable  income  will  take  a  hit. 

But  Gross  is  gleeful  about  overseas  markets,  especially  in  fast 
growing  developing  countries.  One  stock  he'd  consider  buying,  i 
he  were  a  stock  picker:  Coca-Cola,  trading  recently  at  2 1  times 
earnings.  Coke  gets  72%  of  its  sales  abroad. 

At  Pimco's  offices  overlooking  the  Pacific  there's  little  to  sug 
gest  the  fund  is,  as  Gross  puts  it,  in  a  "feeding  frenzy."  In  the  lasi 
few  hours  the  Dow  Jones  industrial  average  has  fallen  1.4%  ano 
corporate  bond  yields  are  gyrating.  Yet  the  mood  is  muted  oi 
Pimco's  80-person  trading  floor.  Gross  crosses  the  floor  in 
white  polo  shirt.  He  looks  calm  and  somehow  utterly  in  com 
mand.  He  delivers  a  quiet  word  here,  a  wry  observation  there. 

At  another  time  he  takes  a  call  from  Greenspan,  whicl 
lasts  for  two  hours.  They  talk  about  panic  spreading  to  th 
commercial  paper  market,  about  the  weak  housing  sector  an« 
falling  auto  sales. 

Gross'  mid- August  view  on  Fed  funds:  Bernanke  will  hold  of 
cutting  for  a  bit,  so  as  not  to  look  like  he's  caving  in  to  Wall  Streei 
But  cut  he  will,  a  percentage  point  within  a  year.  That  said,  it  ma 
already  be  too  late  to  revive  an  economy  that  Gross  believes  i 
"close  to  the  rocks." 

Indeed,  Gross  has  a  good  track  record  at  timing  his  moves  t< 
Fed  actions  and  to  the  dips  and  swells  of  the  economy.  Anticipat 
ing  trouble  in  early  2000,  he  started  buying  Treasurys  and  cut 
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ting  exposure  to  corporate  bonds,  right  before  the  market 
cracked  in  March.  In  September  2002  he  got  bullish  on  corpo- 
rates  again  on  a  hunch— correct— that  a  recovery  was  gathering 
strength.  Gross'  miscues  of  the  past  two  years  are  a  rare  happen- 
stance. Apart  from  loading  up  on  Treasurys  and  dumping  junk 
early,  expecting  the  slowdown  of  2006,  he  bought  eurodollar 
futures,  which  would  rise  smartly  if  Bernanke  had  cut  rates. 

In  May  came  a  mea  culpa  of  sorts.  Gross  wrote  in  his 
monthly  commentary  to  investors  that  he  had  underestimated 
the  boost  to  the  U.S.  from  strong  growth  overseas.  The  glass  was 
"half  full,"  he  declared,  urging  investors  to  exploit  "globalization 
and  all  of  its  wondrous  benefits— high  growth,  low  inflation, 
accelerating  profits  and  benign  interest  rates." 

Investors  drove  Treasury  prices  down  after  Gross  published 
this,  thinking  he  had  turned  optimistic  on  the  US.  But  they  had 
misread  him,  or  didn't  read  him  at  all.  Although  Gross  has  con- 
ceded he  made  a  "big  mistake"  in  getting  conservative  so  early, 
he  was  quite  clear  that  he  still  expected  the  U.S.  was  headed  for 
trouble— thus  he  counseled  people  to  look  abroad.  He  never  sold 
his  eurodollar  futures.  In  fact,  he  has  bought  $10  billion  more  in 
recent  weeks,  bringing  his  bet  in  this  sphere  to  $45  billion.  And 
those  Brazilian  bonds  he  acquired?  They're  denominated  in  reals, 
Brazil's  currency,  to  take  advantage  of  their  steady  appreciation 
against  the  dollar.  He  also  likes  the  6%  Citigroup  bond  maturing 
in  March  2017  because  of  the  bank's  global  presence. 

Back  at  the  Pimco's  Newport  Beach  offices,  he  monitors 
bid/ask  spreads  for  commercial  paper,  which  for  him  act  as  a  dis- 
tant early  warning  system.  He's  particularly  focused  on  the  paper 
issued  by  ten  European  banks,  because  their  economies  have 
been  doing  well.  If  bids  aren't  sufficiently  high  to  suit  him,  he'll 
know  that  trouble  is  brewing  on  the  Continent.  But  then  he  con- 
cedes he's  driving  blind. 

"It's  like:  Where's  Waldo?  You  don't  know  where  [the  trouble] 
is,  or  what  it's  going  to  morph  into,"  he  says.  "There's  a  surfeit  of 
suspicion." 

A  few  days  later  the  commercial  paper  market  does  freeze  up. 
The  trouble  this  morning  turns  out  not  to  be  in  Paris  or  London 
or  Frankfurt  but  in  Northbrook,  111.  A  firm  called  Sentinel  Man- 
agement Group  isn't  allowing  clients  to  access  their  money.  "I 
think  it's  a  money  market  fund,"  says  Gross.  "I  don't  even  know." 

It  doesn't  matter.  Somehow  fear  of  subprime  borrowers'  not 
paying  mortgages  back  has  shifted  into  fear  of  illiquidity  at  any 
financial  firm,  no  matter  how  solid.  And  that  fuels  panic,  leading 
to  sweet  opportunity  this  morning  for  Gross:  Thornburg  Mort- 
gage, which  lends  to  millionaires  who  tend  to  pay  back  their 
loans,  isn't  able  to  roll  over  its  own  loans.  This  despite  the  fact 
that  delinquencies  on  Thornburg's  $56  billion  loan  book  are  a 
tiny  0.2%.  Regardless,  the  Santa  Fe  company  needs  to  sell  assets  at 
discount  to  someone,  anyone,  with  cash. 

By  the  end  of  the  day  Gross  has  bought  $325  million  worth  of 
Thornburg's  floating  rate  mortgages.  Yield:  Libor  plus  1.5  points, 
quadruple  what  a  mortgage  would  have  yielded  a  week  earlier. 

"Everyone  is  selling  risky  assets,"  he  says.  "We've  been  out  of 
the  market.  Well,  now  we're  back  in."  F 
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An  Opening  for 
Closed-Ends 

Their  once  minuscule  discounts 
have  widened  enough  to  make 
them  interesting  again.  We  cull 
out  the  best  of  the  bunch. 

By  David  Armstrong 

AT  LONG  LAST  YOU  CAN  GET  SOME  DECEN 
deals  on  closed-end  funds.  The  operative  won 
here  are  "some"  and  "decent."  These  days  only 
few  closed-ends  are  bargains.  And  they  arei  p 
screaming  bargains.  They're  just  decent  buys. 
A  closed-end  is  a  fund  with  a  fixed  asset  base  and  shar 
that  trade  like  shares  of  an  industrial  corporation.  That  sha 
price  can  be  higher  or  lower  than  the  "net  asset  value"  p< 
share,  the  proportionate  value  of  the  fund's  portfolio.  If  tl 
price  is  lower,  you  might  have  a  bargain  on  your  hands. 

Before  we  delve  into  the  arithmetic  of  discounts,  let's  loc 
at  what's  good  and  what's  bad  about  this  form  of  investme 
company.  What's  good  is  that  the  portfolio  manager  can  inve 
with  a  freer  hand,  using  leverage,  for  example,  or  buying  stak 
that  would  be  hard  to  unload  on  short  notice.  That's  becau 
the  fund's  shareholders  have  no  right  to  redeem  their  share 
taking  assets  away.  They  can  get  out  only  by  finding  oth' 
investors  willing  to  take  fund  shares  off  their  hands. 

What's  good  about  closed-ends  is  also  what's  bad.  Tl 
manager  has  a  captive  audience.  He  can  do  a  rotten  job  witl 
out  having  to  worry  about  assets  leaving.  Proxy  battles  fc 
closed-end  funds  are  pretty  rare. 

About  the  discounts:  They  are  wider  than  they  were  a  fe 
months  ago,  with  quite  a  few  in  the  10%-to-15%  range.  Th 
means  you  buy  a  $100  portfolio  for  $85  to  $90.  Earlier  in  tl 
decade  you  could  find  yawning  discounts,  at  20%  to  30° 
During  the  lengthy  bull  market  that  started  in  late  2002,  tho: 
discounts  narrowed  or  vanished.  The  median  at  the  end  i 
May  was  1.8%.  Now,  with  the  summer  market  meltdown,  di 
counts  are  widening  again.  According  to  Lipper  researcher 
the  median  gap  has  expanded  to  5.7%. 

If  you  are  lucky,  you  buy  when  the  discount  is  high  and  st 
when  it  has  narrowed.  That  narrowing  gives  you  a  capital  gai 
that  comes  on  top  of  whatever  performance  the  fund  manag< 
delivered  on  your  share  of  the  portfolio.  But  it  is  unwise  I 
assume  that  discounts  will  narrow  over  time.  If  you  buy  at  <r 
cents  on  the  dollar,  you  may  well  be  selling  at  85  cents  sorm 
day,  too.  Perhaps  you  can  hope  for  a  narrowing  if  you  buy  tl 
fund  at  a  discount  that  is  deeper  than  it  has  usually  been. 


Even  without  any  narrowing  of  the 
iscount,  you  can  make  a  small  gain 
om  your  85-cent  dollars.  For  that,  look 
the  payouts  on  the  fund.  Suppose  the 
;t  asset  value  is  $100  per  fund  share, 
id  that  you  bought  at  a  15%  discount, 
ly  the  fund  distributes  dividends 
ncome  or  capital  gains)  at  a  10% 
inual  rate.  Your  $10  dividend  check  is 
imething  you  effectively  bought  for 
lly  $8.50.  You  made  $1.50  right  there. 

That  $1.50,  however,  comes  with  a  cost  attached.  That  cost  is 
ie  overhead  and  management  fees  run  up  by  the  operator  of  the 
ind.  Should  the  expenses  run  to  $1.50  a  year  per  $100  of  net 
sets,  then  your  bargain  closed-end  is  not  a  bargain  at  all.  Its 
ore  of  a  break-even  proposition. 

So  here  are  some  guidelines  to  finding  closed-ends: 

•  Buy  when  the  discount  is  at  the  deep  end  of  the  histori- 
il  range. 

•  Buy  at  a  discount  that  is  big  in  comparison  to  the  fund's 
penses.  For  an  equity  fund  don't  bother,  unless  the  discount  is  at 
ist  ten  times  expenses.  For  a  bond  fund  the  product  of  the  yield 


and  the  discount  should  exceed  the 
expense  ratio. 

•  Look  at  the  performance.  For  our 
table  we  cut  out  stock  funds  that  failed  to 
beat  the  market  averages  over  the  past 
three  years  (the  S&P  500  for  U.S.  stock 
funds,  or  the  EAFE  index  for  foreign 
ones).  That  leaves  fairly  slim  pickings. 

•  Never  buy  a  new  closed-end.  The  funds 
are  offered  at  a  premium  (to  pay  the  under- 
writer). Why  pay  $  1 .07  for  a  $  1  portfolio  that 

is  all  but  certain  to  sink  eventually  to  95  cents  or  less  on  the  dollar? 

It  seems  that  there  is  no  shortage  of  fools  willing  to  pay  a 
premium  for  a  closed-end.  Thus  far  this  year  there  have  been  33 
initial  offerings  of  closed-ends.  At  first  blush  they  look  enticing. 
These  newbies  boast  an  average  starting  distribution  yield  of 
9.4%.  Many  are  using  a  mind-spinning  array  of  financial  tricks 
to  get  there,  including  covered-call  strategies,  jumping  into  high- 
yielding  stocks  just  long  enough  to  capture  the  dividend,  then 
moving  on  or  investing  in  total-return  swaps  and  equity-linked 
notes.  This  all  is  voodoo.  Take  a  pass  on  the  dollar  that  someone 
wants  to  sell  you  for  $1.07.  Wait  and  buy  it  for  85  cents.  F 


Passing  Muster 

These  closed-ends  have  decent  discounts,  yields  and  expenses — and  beat  their  market  benchmarks.  So  they're  worthy  buys. 


Developed  Markets 

DISCOUNT 

YIELD 
(NAV) 

TOTAL  RETURN 

3-YEAR 
ANNUALIZED 

EXPENSES 
PER 
$100 

ASSETS 
7/31/07 
(SMIL) 

Central  Securities 

-11.9% 

1.2% 

15.1% 

$0.50 

S659 

Cohen  &  Steers  REIT  &  Utility  Income 

-11.8 

6.4 

15.4 

1.15 

1,304 

Cohen  &  Steers  Select  Utility 

-13.1 

4.5 

20.3 

1.16 

1,230 

DWS  RREEF  Real  Estate 

-10.2 

7.3 

15.1 

0.93 

355 

Eaton  Vance  Tax-Advantaged  Dividend  Income 

-10.4 

5.5 

20.5 

0.95 

2,205 

ING  Clarion  Global  Real  Estate  Income 

-10.5 

11.9 

26.1 

0.98 

2,037 

John  Hancock  Tax-Advantaged  Dividend  Income 

-12.1 

5.4 

12.5 

0.87 

891 

Swiss  Helvetia 

-13.9 

0.0 

20.3 

1.17 

666 

Emerging  Markets 


ASA  Limited 

-13.1 

1.3 

24.0 

0.63 

714 

Central  Europe  &  Russia 

-12.0 

0.9 

45.9 

1.04 

934 

China  Fund 

-137 

0.6 

43.9 

1.23 

740 

India  Fund 

-14.3 

0.0 

49.9 

1.41 

2,390 

Korea  Fund 

-10.3 

0.9 

42.8 

0.89 

1,126 

Mexico  Fund 

-14.1 

0.6 

49.3 

1.20 

999 

Morgan  Stanley  Asia-Pacific 

-13.9 

1.2 

26.5 

1.16 

843 

Bond  Funds 

BlackRock  Corporate  High  Yield  Fund  V 

-11.4 

8.3 

7.8 

0.93 

455 

VanKampen  Bond 

-11.8 

5.0 

4.2 

0.59 

213 

Performance  through  July  31.  Sources:  Forbes;  Upper. 
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Another  reason  to  switch  to  T.  Rowe  Price: 

7  of  the  "best 
mutual  funds 
you  can  buy" 


MONEY"  magazine,  2/07 


Seven  T.  Rowe  Price  funds  were  recently  included  on  MONEY  magazine's  list  of 
70  "best  mutual  funds."*  MONEY  magazine  chose  its  list  based  on  low  cost,  a 
history  of  putting  investors'  interests  first,  and  a  consistent  investment  strategy. 

AtT.  Rowe  Price,  we  apply  the  same  disciplined  investment  approach  to 

every  fund  we  manage.  And  we  keep  costs  low — offering  funds  with  no  loads,  no 

commissions  or  sales  charges,  and  expense  ratios  below  their  Lipper  averages. 

Our  investment  approach  is  just  one  of  the  things  that  makeT.  Rowe  Price  unique. 

Before  you  invest,  discover  all  the  differences  that  go  into  the  management  of 

T.  Rowe  Price  funds.  And  find  out  how  we  can  help  you  meet  your  investment  goals. 


The  more  you 
the  more  we're  different:' 


ne.  The  funds  on  the  MONEY  70 "  were  carefully  selected  using  the  collective  experience  and  knowledge  of  the  staff  of  MONEY  magazine.  Some  of  the 
ent  approach,  low  expenses,  and  a  history  of  integrity  on  the  part  of  the  management.  The  ending  date  for  performance  was  12/15/06.  The  publicatic 
2/07.  MONEY  and  MONEY  70  are  registered  trademarks  of  Time  Inc.  Used  with  permission. 
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Choose  from  over  90  no-load  funds  including  7  on  the  MONEY  70  "Best": 


Average  annual  total  returns  as  of  6/30/07  1  Year       5  Year     1 0  Year    Expense  Ratio* 


Blue  Chip  Growth  Fund  (TRBCX): 
Invests  in  medium  and  large  blue  chip  companies 

Emerging  Markets  Stock  Fund"  (PRMSX): 
Invests  in  companies  in  developing  countries"' 
Equity  income  Fund  (PRFDX): 
Invests  in  large,  dividend-paying  companies 

International  Discovery  Funcf(PRIDX): 
Invests  in  small  to  mid-size  global  companies-" 

New  Era  Fund  (PRNEX): 

Invests  primarily  in  the  energy  sector* 

New  Horizons  Fund  (PRNHX):  I 
Invests  in  smaller,  faster-growing  companies" 

Retirement  Funds: 

Portfolios  of  up  to  15  T.  Rowe  Price  funds  adjusted  to  match  a  target  retirement  dat* 


20.87% 

10.34% 

6.83% 

0.81% 

51.04% 

31.02% 

12.29% 

1.26% 

22.59% 

11.90% 

9.49% 

0.69% 

33.90% 

27.41% 

16.95% 

1.24% 

26.12% 

23.27% 

14.35% 

0.66% 

15.20% 

15.29% 

9.47% 

0.82% 

Current  performance  may  be  lower  or  higher  than  the  quoted  past  performance,  which  cannot  guarantee  future 
results.  The  Emerging  Markets  Stock  Fund's  short-term  performance  is  highly  unusual  and  cannot  be  sustained. 
Share  price,  principal  value,  and  return  will  vary,  and  you  may  have  again  or  loss  when  you  sell  your  shares.  To  obtain 
the  most  recent  month-end  performance,  call  us  or  visit  our  Web  site.  "The  performance  information  shown  does 
not  reflect  the  deduction  of  a  2%  redemption  fee  on  shares  held  for  90  days  or  less.  If  it  did,  the  performance  would 
be  lower.  International  investing  involves  special  risks,  including  currency  fluctuations,  factors  such  as  natural 
disasters,  market  illiquidity,  or  political  instability  in  commodity-rich  nations  can  have  a  negative  impact  on  the 
fund.  "Stocks  of  small  companies  are  subject  to  more  abrupt  or  erratic  price  movements  than  larger-company 
stocks.  wMONEY  based  its  selection  on  experience  of  the  firm,  reasonable  fees,  and  high  percentage  of  assets  in 
stocks.  The  higher  a  fund's  allocation  to  stocks,  the  greater  the  risk.  The  funds  invest  in  many  underlying  funds 
and  are  exposed  to  the  risks  of  different  areas  of  the  market 


Call  our  Investment  Guidance  Specialists  or  visit  our  Web  site  for  more  information  or  to  open  an  account. 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other 
information  that  you  should  read  and  consider  carefully  before  investing.  All  mutual  funds  are  subject  to  market 
risk,  includingpossible  loss  of  principal. 


troweprice.com/start 


1.800.541.8354 


T.Roweftice 


INVEST  WITH  CONFIDENCE 


Average  annual  total  return  figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  "The  funds'  expense  ratios  are  as  of  their  fiscal 
years  ended  December  31, 2006  (except  for  Emerging  Markets  Stock  and  International  Discovery  Funds,  which  are  as  of  their  fiscal  years  ended  October  31, 2006). 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  MPM0N075652 


Mutual  Fund  Survey 


Who's  in  Charge  Here? 

After  the  mutual  fund  scandals  hit,  the  panacea  was  supposed  to  be 
independent  fund  boards.  Too  bad  good  governance  is  not  synonymous 
with  good  performance.  By  Tatiana  Serafin 


SO  ARE  WE  ANY  BETTER  OFF? 
Four  years  ago  the  mutual  fund 
world  was  rocked  by  two  scan- 
dals. Some  managers  were  let- 
ting favored  investors  trade 
fund  shares  after  the  4  p.m.  market  close. 
Others  allowed  hedge  funds  to  make 
quick  in-and-out  transactions  with  fund 
shares,  thus  hurting  portfolio  perfor- 
mance for  the  ordinary  investor. 

The  remedy  offered  up:  independent 
boards.  Require  that  the  vast  majority  of 
directors  overseeing  the  funds  be  out- 
siders. Also  mandate  that  the  board  chair- 
men not  be  part  of  the  advisory  compa- 


nies like  Fidelity  and  Vanguard  that  run 
the  money  and  market  the  funds. 

And  lo,  it  all  came  to  pass,  even 
though  there's  no  federal  edict  to  do  this. 
A  postscandal  Securities  &  Exchange 
Commission  rule  ordering  that  boards  be 
75%  independent  and  all  chairmen  be 
outsiders  got  struck  down  twice  in  court, 
in  2005  and  2006,  on  the  ground  that  no 
cost-benefit  analysis  had  been  performed. 
And  the  SEC,  under  a  new  chief,  Christo- 
pher Cox,  seems  in  no  hurry  to  revive  the 
rule.  No  matter.  Some  80%  of  funds  have 
since  appointed  at  least  three  out  of  four 
independent  directors,  and  a  bit  more 


than  half  of  firms  have  at  least  one  board 
with  an  independent  chairman. 

Okay.  So  are  we  any  better  off?  Well, 
nothing  like  the  late-trading  or  market- 
timing  scandals  have  recurred — thus  far. 
Fund  fees  have  come  down  a  bit.  Foil 
domestic  actively  managed  funds  the 
(unweighted)  average  annual  expense 
ratio  has  dipped  from  1.56%  of  assets  ini 
2003  to  1.45%  today.  Whether  the  inde- 
pendent trustees  are  the  catalyst  here 
remains  unclear.  Competition  may  have 
been  the  driving  force.  Actively  man-i 
aged  funds  are  getting  a  lot  o| 
competition  these  days  from  passive) 
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begins 

today 


We're  defined  by  what  we 
pass  on  to  the  next  generation. 
That's  why  ConocoPhillips 
is  developing  alternative 
fuels.  Through  our  alliance 
with  Tyson  Foods,  the  world's 
largest  meat  processor, 
we're  gearing  up  to  produce 
clean-burning,  renewable 
diesel  fuel.  We're  improving 
environmental  performance 
and  stretching  traditional  fuel 
supplies  by  using  energy  more 
efficiently.  So  we  can  pass 
on  what  matters  ...  to  the 
ones  who  matter  most. 


ConocoPhillips 

Energy  for  tomorrow 


www.conocophillips.com 

©  ConocoPhillips  Company.  2007.  All  rights  reserved. 
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vehicles  like  index  funds  and  exchange- 
traded  funds. 

Aside  from  stopping  hanky-panky 
and  waste,  youd  think  that  the  investors' 
champions  on  these  boards  would  push 
for  better  performance.  If  they  are, 
they  aren't  producing  very  dramatic 
results. 

We  calculated  composite  performance 
for  the  U.S.  equity  funds  in  12  large  fund 
families,  going  back 
five  years.  This  is  not  a 
simple  matter  of  aver- 
aging the  five-year 
performances  of  all  of 
today's  equity  funds. 
Such  a  calculation  is 
polluted  by  what's 
called  survivorship 
bias — the  ability  of 
fund  vendors  to  make 
bad  funds  disappear. 
Instead  our  statisticians 
took  a  year-by-year 
average  of  equity  per- 
formance, weighted  by 
each  fund's  assets  at 
midyear,  and  strung 
those  five  numbers 
together  to  get  the 
family's  stock  market 
performance. 

Separately,  we  got 
ratings  from  Morning- 
star,  the  investment 
researchers,  on  the  qual- 
ify of  governance  for  funds  at  the  families. 
Momingstar  bases  its  reviews  on  such  mat- 
ters as  the  relationships  between  directors  and 
fund  firms,  quality  of  shareholder  reports  and 
each  firm's  regulatory  record  to  see  if  it  has 
run  afoul  of  regulators  in  the  past  three 
years.  FORBES  has  compiled  a  composite 
"stewardship"  grade  based  on  Momingstar 
data  for  12  best-performing  funds  since 
2002  (see  table). 

Do  the  good  guys  finish  first?  Not 
exactly — there's  scant  connection  between 
stewardship  and  results.  Morningstar 
nonetheless  remains  a  big  believer  in 
stewardship.  It  is  in  the  midst  of  revamp- 
ing its  scoring  system  so  that  having  an 
independent  chairman  will  help  a  fund 
get  a  higher  stewardship  grade.  Laura 


Pavlenko  Lutton,  who  heads  the  mutual 
funds  governance  project  at  Morningstar, 
insists  that  a  connection  exists  between 
the  independence  of  the  boards  and  the 
likelihood  of  better  performance. 

The  SECs  position  is  somewhere  in  the 
middle,  that  board  independence  has 
nothing  to  do  \rith  improving  fund  per- 
formance but  is  useful  in  eliminating  con- 
flicts of  interest— that  is,  in  keeping  the 


The  Rewards  of  Virtue 

A  low  composite  stewardship  grade  and  no  independent  fund  board 
chairman  doesn't  spell  a  punk  performance.  See  Legg  Mason. 


FUNDFAMLY 

z-?:,i 

ASSETS 
5:  . 

CHARMAN 

Legg  Mason 

15.7 

S75 

No 

c 

Columbia 

153 

72 

Yes 

c 

T  Rowe  Price 

15.1 

163 

No 

B+ 

Janus 

14.6 

65 

Yes 

c+ 

Franklin  Templeton 

14.5 

~- 

Yes 

c 

Davis 

14.1 

51 

\: 

A 

Vanguard 

13.8 

563 

No 

B 

Fidelity 

13.4 

507 

No 

B 

American  Funds 

133 

463 

Yes 

B+ 

Fidelity  Advisor 

13.0 

64 

NA 

B 

Amer  Century 

10.9 

57 

Yes 

C+ 

Putnam 

10.9 

50 

Yes 

c 

Sources:  Forbes  Momingstar. 


business  honest.  At  the  other  extreme 
from  Morningstar  is  the  fund  industry's 
lobby  group,  the  Investment  Company 
Institute.  The  ICI  says  no  federal  require- 
ment should  exist  on  board  independ- 
ence; the  matter  should  be  up  to  each 
board  The  ICI  says  that  paying  these  extra 
outsiders — directors  each  make  around 
SI 00,000  per  year  for  their  efforts  oversee- 
ing funds — is  an  unnecessary  economic 
burden  that  delivers  no  identifiable  return 
to  fund  shareholders. 

Legg  Mason  has  no  independent 
chairman  and  a  composite  Morningstar 
stewardship  grade  of  C.  Still,  it  is  the 
best-performing  fund  family,  with  a 
15.7%  showing.  Onetime  scandal  goat 
Putnam,  now  gone  straight,  also  merits  a 


C,  and  has  the  group's  worst  return,  i 
least  Morningstar  gives  it  brownie  poin 
for  letting  directors  rule  on  how  the  fun 
should  vote  company  proxies;  almost  a 
other  boards  delegate  the  function  t 
fund  managers. 

The  American  Funds  family  also  h; 
an  independent  chairman  and  th; 
golden  75%  for  each  fund.  Its  results  has 
been  excellent.  With  a  B-n  one  of  the  to 
twelve's  best  grade 
it  enjoys  a  squeaks 
clean  reputatio 
regarding  imprope 
trading  practices.  Bi 
.American  is  not  with- 
out sin.  Despite  a 
these  Galahads  on  th 
boards,  it  reward 
brokerages  that  pus 
its  funds.  Its  system  c 
running  funds  wit 
multiple  manager 
keeps  investors  in  th 
dark  about  how  muc 
of  the  pot  each  con 
trols  and  how  \ 
each  does. 

The  question  arise 
whether  "independ 
ence"  is  more  forn 
than  substance.  To  th 
SEC  the  Dreyfus  fun* 
mmmmm^mmr         board's  chairman 
Joseph  DiMartino,  i 
an  independent  That 
odd,  because  he  is  the  company's  forma 
president.  .And  he's  paid  well  enough  bt 
might  be  reluctant  to  bite  the  hand  tha 
feeds  him,  by,  for  example,  voting  to  cut  ai 
expense  ratio.  DiMartino  is  responsible  fbi 
180  portfolios,  and  is  paid  S857.400  annu 
ally  for  his  services. 

"Board  independence  is  a  completi 
nonissue,"  says  .Amy  Lancellotta,  managj 
ing  director  of  the  Independent  Directon 
Council,  an  offshoot  of  the  ICI.  "Thj 
market  has  taken  care  of  it" 

Our  advice  to  investors:  Pay  a  lot  a 
attention  to  costs  and  turnover.  Pay  son* 
to  past  performance,  and  to  whether  thi 
manager  who  delivered  those  past  result! 
is  still  around  to  pick  your  stocks.  Pay  ver) 
little  to  who  the  chairman  is.  F 
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Index  Plus 


You  could  have  beaten  a  traditional  index  fund  with  an  equal-weighted 
one  over  the  past  decade.  So  equal-weighted  funds  are  better?  Nope. 

By  Michael  Maiello 


jm  T'S  EASY  TO  TRACK  THE  OVER- 
I  all  stock  market.  Just  buy  an 
I  index  mutual  fund  or  exchange- 
I  traded  fund  that  follows  the 
I  S&P  500  or  the  broader  Wilshire 
5000.  These  funds  are  cheap  and  over 
the  last  five  years  have  beaten  72%  of 
the  actively  managed  funds  available. 

How  boring.  How  unremunera- 
tive  for  the  vendors  of  index  funds. 
Competition  has  cut  the  price  of 
these  products  to  as  low  as  a  tiny 
0.08%  of  assets  per  year.  It's  hard  to 
make  a  living  on  that  kind  of  fee. 

So,  naturally,  Wall  Street  has 
come  up  with  an  enhanced  index 
fund.  It  costs  a  little  extra,  but  delivers 
better  results,  supposedly.  The  new 
gimmick  is  the  equal-weighted  index. 
Yes,  it  would  have  beaten  a  traditional 
cap-weighted  fund  over  the  past  ten 
years.  But  this  outperformance  is  not  nec- 
essarily due  to  the  inherent  superiority 
of  the  concept.  The  better  results  are  prob- 
ably a  fluke. 

A  conventional  index  fund  sizes  each 
stock  position  in  proportion  to  the  market 
value  of  the  target  company.  ExxonMobil's 
market  value  is  $463  billion.  Department 
store  chain  Dillard's  is  worth  $2  billion.  In 
the  S&P  500,  the  Exxon  stake  is  worth  337 
times  the  Dillard's  stake.  In  an  equal- 
weighted  fund  the  two  positions  would  be 
the  same  in  value. 

The  theoretical  argument  tor  equal 
weighting  goes  like  this.  When  a  stock 
gets  hot,  a  cap-weighted  fund  naturally 
rides  it  up,  since  its  stake  climbs  in  value 
in  lockstep  with  the  company's  market 
cap.  An  equal-weighted  fund,  however, 
can't  be  so  passive.  It  is  forced  by  its  rules 
to  sell  off  a  portion  of  winning  stakes  and 
reinvest  the  money  in  market  laggards. 
This  rebalancing  is  a  good  thing  if  hot 


stocks  have  a  tendency  to  get  too  hot 
while  losers  tend  to  get  too  cheap.  This  is  a 
big  assumption,  one  that  may  or  may  not 
be  true. 

When  Rydex  launched  an  equal- 
weighted  exchange-traded  fund  four  years 
ago,  its  director  of  portfolio  management, 
Charles  Tennes,  articulated  the  case  for 
equal  weighting:  "The  quarterly  rebal- 
ancing imposes  a  disciplined  process  of 
buy-low-sell-high." 

Standard  &  Poors  did  a  study  of  hypo- 
thetical returns  on  an  equal- weighted  S&P 
500  index  since  1990.  This  index,  with  all 
stocks  at  0.2%  of  the  portfolio,  would  have 
averaged  an  annual  return  of  1 1.4%,  com- 
pared with  9.8%  for  the  traditional  index. 
As  for  real-money  returns,  equal  weight- 
ing looks  very  good.  The  Morgan  Stanley 
Equally- Weighted  S&P  500  mutual  fund, 
debuting  in  1997,  has  awarded  investors 
9%  annually,  or  three  percentage  points 
better  than  the  cap-weighted  Vanguard 


500.  The  Rydex  S&P  Equal  Weight  ETF  hi 
scored  an  annual  18%  since  2003,  foi 
points  better  than  the  SPDR,  a  cap-or 
ented  ETF  tracking  the  S&P  500,  put  out  t 
State  Street  Global  Advisors. 

Rydex  and  Morgan  Stanley  have  eac 
been  able  to  raise  over  $2  billion  for  the 
maiden  efforts,  and  to  command  premiui 
fees  for  these  funds.  The  Rydex  ETF  costs  4 
basis  points  (0.4%  of  assets  annually),  whic 
is  four  times  as  much  as  the  conventional] 
weighted  SPDR.  Morgan  Stanley's  equall 
weighted  index  fund  costs  63  basis  point! 
or  seven  times  as  much  as  the  cheapest  c 
the  index  500  funds. 

•  The  cap-focused  versions  still  dwai 
the  Rydex  and  Morgan  Stanley  product 
(the  Vanguard  500  has  $122  billion  ii 
assets),  but  equally  weighted  funds  ar 
gaining  in  popularity,  especially  througl 
ETFs.  Rydex  last  year  started  nine,  base* 
on  its  own  indexes  that  cover  areas  fron 
health  care  to  tech.  In  Britain  fans  of  equa 
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weighting  are  clamoring  to  modify  the 
FTSE  100  (the  largest  100  names  on  the 
London  Stock  Exchange)  so  that  no  com- 
pany can  have  a  weight  larger  than  5%. 
The  number  one  stock  there,  HSBC  Hold- 
ings, currendy  has  a  7.2%  weighting. 

Now  look  closely  at  the  theoretical 
argument  for  equal  weighting.  This  says, 
in  effect,  that  Wall  Streets  herd  instincts 
tend  to  push  stocks  to  extremes.  Some- 
times that's  true. 

Not  always,  though.  Google  was 
already  a  hot  stock  in  2004,  when  it  had 
doubled  from  its  offering  price  to  SI 70. 
But  that  was  no  time  to  be  lightening 
your  position;  the  stock  has  since 
climbed  to  $512.  Dillard's  was  already  a 
laggard  in  May  at  S40;  the  retailer  has 
continued  downhill  to  S24.  While 
Exxon's  weight  in  the  S&P  500  has  been 
climbing  in  recent  years,  that  doesn't 
make  the  stock  overpriced.  Exxon  costs 
only  12  times  trailing  earnings. 

Certainly,  some  Wall  Street  suc- 
cesses have  been  built  on  betting 
against  the  herd.  Following  a  contrarian 
strategy  was  how  John  Neff  made  a 
long-term  winner  out  of  Vanguard 
Windsor.  Nonetheless,  momentum 
players  have  also  done  well.  Favoring 
stocks  with  strong  relative  performance  is 
the  essence  of  the  Value  Line  stock  rating 
system,  which  has  been  on  a  mosdy  win- 
ning streak  for  the  past  42  years. 

"The  idea  that  a  tiny  company  should 
have  the  same  weight  as  Microsoft  in  your 
portfolio  is  dumb,"  says  Clifford  Asness, 
manager  of  AQR  Capital,  an  immensely 
successful  quantitative  hedge  fund. 

Now  consider  an  alternative  explana- 
tion for  the  success  of  Morgan  Stanley's 
equally  weighted  index  fund:  Smaller 
companies  have  been  beating  big  ones  on 


Wall  Street.  They  often  do  so  for  long 
stretches.  Then  the  tide  reverses. 

In  the  S&P  study  the  equal-weighted 
index  surpassed  the  cap-weighted  kind 
in  10  out  of  17  years.  Sure  enough,  in 
each  of  those  10  years,  small  caps  beat 
large.  If  small  caps  finish  2007  ahead  of 
large  caps,  it  will  be  for  the  eighth  year 
in  a  row.  The  longest  small-cap  run  in 
history  (10  years)  took  place  between 
1974  and  1983. 


lasting  several  years  is  not  evidence  th 
the  sector  is  a  better  buy  now. 

The  Nasdaq- 100  is  a  tech-laden  baski 
of  the  largest  100  stocks  in  the  Nasc 
Composite.  Investors  have  long  been  abl 
to  buy  this  via  a  cap-weighted  ETF  noi 
known  as  PowerShares  QQQ.  But  in  Ap 
2006  an  equal-weighted  alternative  we 
live,  the  First  Trust  Nasdaq- 100  Equj 
Weighted  Index  ETF.  Since  then  the  ca 
weighted  offering  has  edged  past  t" 


All  Created  Equal? 


Equal-weighteds  don't  always  triumph.  Right  after  the  Morgan  Stanley  version's 
1997  start,  the  cap-weighted  Vanguard  500  led.  Large  stocks  were  then  on  top. 
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Morgan  Stanley  Equally-Weighted  S&P  500-A 


'97       '98        '99        '00  '01 


A  correction  in  small  caps  might 
already  be  under  way.  Since  the  S&P  500 
peaked  on  July  19,  the  equally  weighted 
funds  have  fallen  a  bit  behind.  Both  the 
Rydex  ETF  and  the  Morgan  Stanley  fund 
have  lost  9%  since  then,  a  point  more  than 
the  cap-scored  index's  8%  decline. 

Cap-weighted  funds  are  heavier  in 
telecom,  energy  and  banking.  The  equal- 
weighted  approach  favors  consumer 
stocks,  materials  companies  and  utilities. 
Each  sector  has  its  good  years  and  its 
bad  years.  A  winning  streak  for  a  sector 


'02        '03        '04       '05        '06  '07 


First  Trust  ETF,  13%  to  11%. 

The  point  of  indexing,  as  Vanguarc 
founder  John  Bogle  has  long  said,  is  t« 
accept  the  market's  return.  Cap  weightinj 
represents  that  in  its  purest  sense.  Equa 
weighting  is  really  akin  to  a  very  simpl 
quantitative  program,  meant  to  beat  thi 
market  (just  like  any  actively  managec 
fund).  If  most  actively  managed  funds  fai 
to  do  so  over  a  long  period  of  time,  there 
a  good  chance  that  the  equally  weightec 
approach  will  fail  as  well. 


Not  the  Same 


For  S&P  500  funds,  equal-weighted  ones  have  since  their  inceptions  outrun  cap-scored  alter  egos.  But  in  the  short  time 
there's  been  an  equal-weighted  Nasdaq-100  fund,  the  traditional  kind  has  won.  And  all  the  cap-weighteds  are  cheaper. 


CATEGORY                             EQUAL  WEIGHTED  (INCEPTION  DATE) 

ANNUALIZED 
TOTAL  RETURN' 

EXPENSES 
PER 
$100 

EXPENSES 
ANNUALIZED  PER 
CAP  WEIGHTED                   TOTAL  RETURN'  $100 

S&P  500  Index  Funds  Morgan  Stanley  Equally-Weighted  S&P  500-A  (7/1997) 

9.0% 

S0.63 

Vanguard  500  Index  Fund-lnv        5.9%     SO.  18 

S&P  500  ETF            Rydex  S&P  500  Equal  Weight  ETF  (4/2003) 

17.6 

0.40 

SPDR  Trust  Series  1                   13.4  0.10 

Nasdaq  1 00  ETF        First  Trust  Nasdaq-1 00  Equal  Weighted  Index  (4/2006) 

9.2 

0.60 

PowerShares  QQQ  Trust  Series  1    14.5  0.20 

'Since  the  inception  of  the  equal-weighted  funds.  Source:  Upper. 
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Premal  Shah 

President,  Kiva.org 

Micro-loans  in  developing  countries 


Ask  Premal  Shah  Why  He  Loves  His  BlackBerry 

Our  website,  Kiva.org,  lets  people  make  low  interest  micro-loans  to  the  working  poor  in 
developing  countries.  A  little  seed  capital  can  buy  a  sewing  machine,  a  rickshaw-the  means 
to  self-sufficiency.  My  BlackBerry®  is  the  tool  I  use  to  constantly  check  how  we're  progressing. 
Kiva  is  growing  so  fast,  ifs  nonstop  interaction  with  people  all  over  the  world., At  any  moment, 
I  need  to  know  what's  going  on,  and  be  able  to  respond  quickly  and  creatively.  My  BlackBerry 
is  a  liberating  phenomenon."  . 

Find  out  why  people  love  BlackBerry,  or  tell  us  why  you  love  yours,  at  www.blackberry.com/ask. 


":  BlackBerry 


w 


Research  In  Motion  Limited.  All  Rights  Reserved.  The  BlackBerry  family  of  related  marks,  images  and  symbols  are  the  exclusive  properties  and  trademarks  of  Research  In  Motion  Limited 
image  is  simulated.  Check  with  service  provider  for  service  plans  and  supported  features. 
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The  Honor  Roll 

If  the  recent  market  rout  has  you  thinking 
about  survival,  you'll  like  these  funds. 

By  William  Heuslein 


IN  A  SHAKY  MARKET  LIKE  THIS 
summer's,  we're  reminded  how  hard 
preserving  wealth  can  be.  That's 
why  you  should  seek  out  the  funds 
with  consistent,  proven  perform- 
ances in  both  bearish  and  bullish  cli- 
mates. We  look  for  those  in  publishing 
our  annual  Honor  Roll  of  mutual  funds. 

The  2007  Honor  Roll  class  is  mostly  a 
familiar  bunch,  reflecting  the  importance  of 
consistency  in  our  scoring  formula.  Eight  of 
the  ten  funds  from  last  year's  cast  make  an- 
other appearance.  The  two  2007  list  rookies: 
the  Perritt  N  licroCap  Opportunities  Fund,  run 
by  Michael  Corbet!  and  Gerald  Perritt  (Per- 
ritt is  a  former  FORBES  financial  columnist); 
and  the  Value  Line  Emerging  Opportunities 
Fund,  managed  by  Stephen  Grant 

From  the  2006  class  the  conspicuous 
no-shows  are  Weitz  Partners  Value  and 
Weitz  \  alue.  Indeed,  this  is  the  first  time 
since  1999  that  money  man  Wallace  Weitz 
does  not  have  a  fund  on  the  list  Why?  Look 
no  further  than  the  besieged  Country-wide 
Financial,  a  big  Weitz  holding. 

Ronald  Muhlenkamp  is  also  a  sizable 


stakeholder  in  Countrywide,  but  he 
somehow  managed  to  hang  around  and 
claim  a  spot  on  the  Honor  list  for  the  sev- 
enth consecutive  year.  While  some  of 
Muhlenkamp's  picks  have  gone  awry — 
read:  his  home  builder  selections  from  a 
couple  years  back  and  Countrywide 
today — still,  his  long-term  performance  is 
solid.  He  had  particular  success  with  big 
positions  in  energy  firms. 

The  Bruce  Fund  scores  two  A+  grades 
this  year,  just  as  it  did  in  2006.  That  is  a 


tall  order,  to  be  a  winner  in  both  bull  a 
bear  markets.  Father-son  duo  Robert  a 
Jeffrey  Bruce  of  Chicago  run  an  eclec 
S365  million  portfolio  spread  amo 
stocks,  bonds  and  cash.  Bruce  is  grad 
on  the  curve  against  stock  funds.  Amo 
their  largest  holdings:  Arena  Resourc 
Amerco  and  ATP  Oil  &  Gas. 

To  evaluate  long-term  performan 
we  examine  how  well,  or  poorly,  fun 
have  fared  over  four  market  cycles.  T 
starting  point  for  this  survey  is  Jan.  '. 
1994.  Honor  Roll  funds  have  to  earn  a 
grade  or  better  in  down  markets  and  a 
or  better  in  up  markets.  In  other  won 
capital  preservation  matters  a  lot  here.  H 
of  our  group  of  ten  funds  score  either  an 
or  an  At  for  their  bear  market  showing 

Contenders  must  pass  a  number  of  otr 
stringent  tests.  The  managers  must  ha 
been  on  the  job  for  at  least  six  years;  a  ne" 
bie  can't  ride  on  the  boffo  showing  of  I 
predecessor.  We  also  want  portfolio  div« 
sification.  Thus  sector  funds  don't  get  in  At 
a  fund  must  be  open  to  new  investors 

We  figure  out  hypothetical  investme 
results  in  dollar  terms  after  factoring 
any  sales  commissions  and  taxes  paid 
an  upper-income  investor  who  deploy 
SI 0,000  on  Jan.  31, 1994.  As  usual,  we  fa 
tor  in  the  tax  on  distributed  capital  gai 
but  not  on  the  unrealized  appreciation 
the  fund's  shares.  We  rank  the  winnii 
funds  from  1  to  10  by  this  criterion. 

Honor  Roll  Winners 


PERK* 
UP 

FUNIV800  PHONE 

CONSECUTIVE 
YEARS  ON 

ROLL 

_:ss 

LEAD 

TOTAL 

:r„:v 

HYPOTHETICAL 
NVESTMENT 
RESULTS3 

5A_E5 

PER 
$100 

Bruce'872-7823 

3 

-25.8% 

Robert  Bruce 

16.7% 

S65,090 

-:  :a: 

S0.94 

29:: 

i 

Keeley  Small  Cap  Value/533-5344 

4 

-24.8 

John  Keeley  Jr 

15.5 

62,777 

4.50:: 

139 

18 

Mairs  &  Power  Growth/304-7404 

3 

-20.1 

William  Frek 

14.9 

57,936 

:=: 

0.69 

4 

A+ 

DelafieM/221-3079 

3 

-29.7 

Multiple  managers 

14.8 

53,819 

:a: 

132a 

72 

B 

Third  Avenue  Value/443-1021 

4 

-25.4 

Martin  Whitman 

14.1 

51,566 

_:  z'zz 

1.08 

7 

B 

Muhlenkamp/860-3863 

7 

-31.0 

Ronald  Muhlenkamp 

13.0 

50,495 

-:  :  =  : 

1.06 

12 

A 

Stratton  Small-Cap  Value/634-5726 

3 

-25.8 

Gerald  Van  Horn 

13.3 

48.930 

-:  :=: 

121 

29 

B 

Osterweis'866-236-0050 

4 

-26.0 

John  Osterweis 

13.7 

48,403 

no  load 

121 

50 

B 

Perritt  MicroCap  Opportunities/33 1-8936 

-36.2 

Multiple  managers 

14.1 

47,461 

129 

26 

B 

Value  Line  Emerging  Opportunrties/243-2729 

-363 

Stephen  Grant 

13.0 

45,722 

-:  :=: 

1.16 

24 

test  lass  sustained  c-ing  any  unbroken  string  of  monthly  losses  since  1/31/94.  Total  return  (average  annual)  for  domestic  funds  from  1/31/94  to  7/31*7  before  deducting 
and  taxes.  3Hypoth-°:  aS  .  :  „e  or  731AJ7  of  $10,000  invested  1/31^4.  after  load  and  taxes.  Assumptions:  Capital  gains  and  income  distributions  are  taxed  at  the  highest 
inal  ratein  effect  a:      tune.  Loads  applied  at  7/31*7  rate.  ^Lesser  of  security  sales  or  purchases  divided  by  average  net  assets  a:  Net  of  absorption  by  fund  sponsor. 
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An  Eye  for  Restructuring 

How  John  Keeley  makes  big  bucks  in  smaller  companies  making 
transitions— such  as  out  of  bankruptcy.  By  William  Heuslein 


WHEN  JOHN  KEELEY  JR-'S  SMALL  CAP 
Value  Fund  joined  the  FORBES  Honor 
Roll  of  mutual  funds  in  2004,  it  had 
SI 50  million  in  assets.  Now,  making 
its  fourth  consecutive  appearance  on 
our  list,  its  a  S5.1  billion  portfolio 
generating  S48  million  a  year  in  man- 
agement fees  and  other  revenue. 

Over  the  four  market  cycles  we 
use  for  fund  evaluations  (early  1994 
through  July),  Keeley  Small  Cap  Value  has  produced  an 
annualized  15.5%  total  return.  The  large-company 
S&P  500  returned  10.5%  over  the  same  time.  So  far  in 
this  years  wild  ride  (through  Aug.  22)  Keeley  Small  Cap 
Value  is  up  6.4%,  ahead  of  the  overall  market 

Luck  or  skill?  Some  of  both  for  this  Chicagoan. 
Keeley  s  good  luck  is  that  the  last  few  years  have  been 
kind  to  smaller  companies.  Keeley  s  skill  is  finding  value 
in  murky  situations:  companies  exiting  bankruptcy  or 
being  spun  off  from  larger  companies;  thrifts  and 
mutual  insurers  in  the  process  of  converting  to  public 
ownership;  and  utilities  in  trouble  with  regulators  or 
those  that  have  gone  outside  their  area  of  expertise  and 
are  now  in  distress.  Sometimes  he  likes  a  company  just 
because  it's  cheap  relative  to  its  book  value. 

Tech  and  health  care  outfits  don't  usually  strike 
Keeley's  fancy.  For  the  past  three  years,  Keeley  says,  the 
fund  has  been  underweighted  in  financials  because  of 
the  rise  in  interest  rates  and  the  shape  of  the  yield  curve. 

Among  the  173  names  in  the  portfolio  there's  a 
definite  industrial  tint,  nearing  40%  of  assets.  While 
173  stocks  may  seem  a  big  number — it's  double  what 
the  portfolio  held  three  or  four  years  ago — Keeley  says  thev  have 
one  necessary  trait  in  common:  their  simplicity.  "They  don't 
have  a  lot  of  moving  parts,"  says  Keeley,  67.  "So  they're  relatively 
easy  to  follow" 

Recent  strong  performers  for  Keeley  include  Foster  Wheeler, 
the  engineering  and  construction  outfit  that's  benefiting  from  global 
infrastructure  growth,  up  96%  this  year,  even  with  the  market's 
summer  pullback  Another  is  energy  services  provider  McDer- 
mott  International,  a  64%  gainer  in  2007  at  last  count  There's  a 
murky  situation  that  kept  investors  away  for  a  while:  McDermott's 
Babcock  &  Wilcox  unit  exited  bankruptcy  last  year.  But  now 
Babcock  is  contributing  nicelv  to  profits  and  order  backlogs. 

In  July  came  new?  that  another  Keeley  holding,  Chaparral 


Steel,  a  spinoff  back  in  2005  from  concrete  company  Texas  Indu: 
tries  (also  a  Keeley  holding),  is  being  acquired  for  S4.2  billion  i 
cash.  Its  soon-to-be  new  o^ner:  Gerdau  Ameristeel,  the  U.S.  sut 
sidiary  of  Brazil's  Gerdau  SA,  the  big  Latin  American  steelmake 
Keeley  had  bought  more  of  Chaparral  after  the  2005  spinoff.  H 
saw  a  stock  trading  at  SF2  with  a  S24  book  value  that  was  cas 
flow  positive.  Gerdau  is  paying  S86  a  share. 

If  you  had  invested  ten  grand  with  John  Keeley  and  his  turr 
around  investment  strategies  in  January  1994,  you'd  be  sittin 
pretty  now,  with  S62.777.  That's  after  a  maximum  4.5%  sale 
load,  expenses  and  hypothetical  federal  taxes.  Keeley  is  sittin 
prettier.  The  company  that  manages  this  fund  is,  we  estimati 
worth  S250  million,  and  Keelev  owns  all  of  it  I 
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■lope  is  always  good.  But  more  than  ever,  investors  are  realizing  the  importance  of  creating  a  well-diversified  investment 


itrategy— and  sticking  to  it.  For  over  109  years,  Nuveen  Investments  has  offered  the  solutions  you  need  to  help  control 


)ortfolio  volatility.  Along  with  our  specialized  asset  managers  — NWQ,  Rittenhouse,  Nuveen,  Symphony,  Santa  Barbara 
ind  Tradewinds— we  offer  a  full  range  of  quality  investment  management  solutions.  Solid  products.  A  solid  plan. That's 


i  solid  strategy.  Learn  about  other  smarter  ways  to  be  conservative:  contact  your  financial  advisor  or  visit  nuveen.com. 


NUVEEN 

Investments 

Smarter  ways  to  be  conservative. 

There  are  risks  in  any  investment,  and  it  is  important  to  evaluate  the  risks  against  any  potential  rewards 
and  to  determine  your  tolerance  for  risk  when  selecting  an  investment.  ©2007  Nuveen  Investments,  Inc. 


Retirement.  Let's  make  the  most  of  it. 

There's  a  mighty  big  "if"  in  each  of  our  lives  and  it  has  to  do  with  retirement.  "If"  you  want  to  protect  what  you've  worked  so 
hard  to  accumulate,  you  need  the  right  partner.  As  a  leader  in  individual  insurance  and  employee  benefits,  MetLife  helps  you 
map  out  a  smooth  transition  from  work  to  retirement  and  beyond.  Starting  with  your  existing  coverage,  our  representatives 
work  with  you  to  create  your  personal  retirement  safety  net.  Protecting  retirements  for  over  100  years,  MetLife  has  the  expertise 
and  financial  strength  to  make  guarantees  for  the  "if"  in  life. 


Call  1-888-MetLife  or  visit  our  new  website: 
www.metlife.com/retirement 


MetLife 


Guarantees  for  the  if  in  life." 


Guarantees  apply  to  certain  insurance  (not  securities  and  investment  and  advisory)  products  and  are  subject  to  product  terms,  conditions,  exclusions  and! 
limitations  and  the  insurer's  claims-paying  ability  and  financial  strength.  Metropolitan  Life  Insurance  Company,  New  York,  NY  10166.  MetLife  Investors  USA 
Insurance  Company,  Irvine,  CA  92614.  ©2007  MetLife,  Inc.  PEANUTS  ©UFS.  Inc.  L04076634(exp0408)MLIC-LD 
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looby  Prize 

arket-neutral  funds  are  supposed  to  do  well 
good  times  and  bad.  Phoenix  has  managed 
do  badly  in  bad  times  and  good. 
I  Peter  J.  Schwartz 


JB  ARKET-NEUTR  A I  Mil  LA  I 
[MM  funds  are  supposed  to  work 

W  I  magic  with  their  portfolios, 
ung  money  in  both  bull  and  bear 
■kets.  Phoenix  Market  Neutral  has 
led  the  concept  on  its  head.  It  does 
rly  in  both. 

That's  why  the  $70  million  fund  wins 
year's  Booby  Prize.  Part  of  a  $22.5  bil- 


lion fund  family  owned  by  the  Phoenix  Cos., 
Phoenix  Market  Neutral,  in  its  own  investor 
reports,  compares  itself  to  two  benchmarks, 
the  90-day  Treasury  bill  and  the  S&P  500. 
The  comparisons  aren't  pretty.  Bills  have  av- 
eraged a  return  of  2.72%  a  year  over  the  past 
five  years,  stocks  9.8% — while  Phoenix  has 
averaged  a  1.4%  annual  loss.  (That's  for  the 
A  shares;  you  would  have  fared  even  worse 
with  the  B  and  C  classes.) 

Contributing  to  this  sorry  result  but 
not  entirely  explaining  it  is  the  burden- 
some 2.2%  annual  expense  ratio. 

The  stinker  was  founded  in  1998,  fol- 
lowing a  federal  law  that  repealed  restric- 
tions on  mutual  funds  adopting  long/short 
strategies.  Before  that  only  private  hedge 
funds  had  a  free  hand  in  simultaneously 
going  long  and  selling  short.  In  its  brief  life 
span  the  fund  has  had  four  switches  in 
management.  The  fifth  and  latest  crew, 
Carlton  Neel  and  David  Dickerson  of 
Zweig  Fund  in  New  York,  came  back  for  a 
second  tour  of  duty  in  2003. 

The  fund  can  blame  its  recent  misfor- 
tune on  the  financial  services  sector. 
CompuCredit,  a  subprime  lender  down 
42%  year  to  date,  and  automotive  lender 
AmeriCredit,  off  27%,  were  among  the 
fund's  largest  holdings  earlier  this  year. 
Other  losers:  Merrill  Lynch,  Capital  Trust 
and  Ramco-Gershenson  Properties  Trust, 
all  down  between  15%  and  30%  for  the 
year.  Buy-and-hold  isn't  quite  the 
philosophy  here.  The  annual  turnover 
rate  in  the  300 -stock  portfolio  is  a  dizzy- 
ing 285%. 

TFS  Capital,  which  runs  a  $239  million 
market-neutral  fund,  has  proposed  a 
takeover  of  its  Phoenix  counterpart.  Not  a 
bad  idea.  This  Phoenix  isn't  likely  to  rise 
from  its  ashes.  F 


Find  out  how  long  YOU 
will  need  money. 


Go  to  metlife.com/retirement. 

The  more  you  know,  the  better  you 
can  plan.  That's  why  we've  created 
the  Life  Expectancy  Calculator.  It 
helps  you  estimate  your  life-span  so 
you  can  determine  whether  your 
desired  income  will  be  sustainable 
over  the  course  of  your  retirement. 
Visit  metlife.com/retirement  and  click 
on  Toolbox  to  find  the  Life  Expectancy 
Calculator  and  many  other  tools 
to  help  you  build  the  right-sized 
retirement  safety  net. 

MetLife 

Guarantees  for  the  if  in  life." 
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Domestic  Stock 
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FUND 

TOTAL  RETURN 
10-YEAR  LATEST 
ANNUALIZED     12  MONTHS 

Kinetics-Internet  Fund 

20.7% 

22.2% 

CGM  Realty  Fund 

19.7 

24.7 

Bruce  Fund 

18.8 

6.9 

T  Rowe  Price  Media  &  Telecom 

17.8 

45.5 

FMI  Focus  Fund 

16.9 

20.7 

CGM  Realty  Fund 

19.7% 

24.7% 

Bruce  Fund 

18.8 

6.9 

Vanguard  Energy  Fund-lnv 

16.9 

19.7 

AIM  Energy  Fund-A 

16.2 

18.6 

Fidelity  Select-Natural  Gas 

16.1 

15.3 

The  present  stock  market  is  a  reminder  why  FORBES 
grades  funds  separately  for  bull  and  bear  market  perform- 
ance. Our  tables  in  this  section  highlight  several  groups  of] 
funds  that  have  held  up  well  in  previous  bear  markets. 

We  also  cite  Best  Buy  funds,  those  combining  good] 
risk-adjusted  returns  with  low  costs  of  ownership.  (Our 
cost  formula  looks  at  both  one-time  sales  commissions) 
and  the  annual  burden  of  fees,  overhead  and  trading  com-| 
missions.)  We  measure  performance  of  Best  Buys  over  thei 
past  six  years.  For  equity  funds,  we  give  equal  weight  tra 
our  scoring  to  risk-adjusted  performance  and  costs.  Fori 
bond  funds  (see  p.  190)  we  assign  greater  weight  to  costs 

Notwithstanding  this  summer's  market  correction,  stock! 
funds  have  delivered  a  higher  return  than  bond  funds  overj 
the  long  term  and  should  be  core  holdings  in  most  portfo-j 
lios.  Stock  funds  are  particularly  good  for  taxable  accounts! 
(where,  according  to  the  Investment  Company  InstituteJ 
investors  hold  almost  half  of  their  mutual  fund  assets).  A  well' 
run  stock  fund  makes  almost  all  of  its  taxable  distributions) 
in  the  form  of  dividends  and  long-term  capital  gains  quali 
fying  for  the  15%  federal  tax  rate.  Bond  funds,  other  than 
those  holding  tax-free  municipal  bonds,  belong  in  tax 
sheltered  accounts  like  401(k)s. 

If  you  are  investing  in  a  taxable  account,  pay  attention! 
to  a  fund's  tax  efficiency,  explained  on  page  207.  But  be 
skeptical  of  funds  that  advertise  themselves  as  "tax- man 
aged."  Such  funds  try  to  keep  the  tax  bite  small  by, 
keeping  the  turnover  low  and  first  selling  high-cost 
shares.  While  a  few  tax-managed  funds  are  good  choices, 
a  great  many  in  this  category  are  handicapped  with  loads 
high  expenses  or  subpar  performance.  In  short,  pay  atten- 
tion to  tax  efficiency,  but  do  not  let  it  overwhelm  othei 
criteria  in  selecting  funds,  such  as  low  fees  and  suitable 
risk.  Also,  on  page  206,  an  explanation  of  the  FORBES  bull 
and  bear  grades,  and  what  these  tell  you  about  risk. 


FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
7/31/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

-  .MEDIAN 
MARKET  CAP 
($8IL) 

TAX 
EFFICIENCY 

COST 
DRAG 
PER  $100 

MINIMUM 

INITIAL 
INVESTMENT 

T  Rowe  Price  Capital  Appreciation/638-5660 

11.2% 

14.3% 

$10,556 

17 

$39.9 

5 

$0.86e 

$2,500 

Target  Small  Cap  Value-T/225-1 852 

15.3 

12.8 

407 

15 

1.4 

5 

0.89 

25,000 

Fidelity  Value  Fund/343-3548 

12.9 

19.6 

22,078 

19 

9.4 

4 

0.74 

2,500 

Vanguard  Selected  Value/662-7447 

11.7 

20.1 

5,237 

16 

5.2 

4 

0.54 

25,000 

Vanguard  Strategic  Equity/662-7447 

11.9 

15.1 

7,752 

15  ' 

3.8 

4 

0.43 

10,000 

Bruce  Fund/872-7823 

25.6 

6.9 

365 

NA 

•*  0.5 

5 

1.14 

T«000 

|  Yacktman  Fund/525-8258 

12.4 

10.8 

346 

18 

40.2 

5 

1.01 

2,500 

TCW  Dividend  Focused-l/386-3829 

10.9 

18.3 

1,733 

16 

36.7 

5 

1.00 

2,000 

|  Pennsylvania  Mutual-lnv/348-1 41 4 

13.4 

16.6 

4,642 

18 

1.3 

4 

1.06 

2,000 

Third  Auenue  Value/443-1021-  , 

-  12.8 

15*9 

11,283 

.  J3- 

—10,7 

5 

.  1.12 

1O000 

See  footnotes  on  page  205.  » 

For  more  rated  funds  go  to  www.forbes.com/fundsufvey/ 
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Introducing 
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TRAVELER 


COM 


Expert  advice' for  luxury  travelers. 


From  inspiration  to  reservation,  ForbesTraveler.com  is  your  online 
xe  for  dreaming,  planning,  and  booking  the  world's  most  distinctive  travel  experiences. 
All  from  the  editorial  source  you  know  and  trust,  Forbes. 


ForbesTraveler.com  offers  exclusive  content,  including: 

Acclaimed  Travel  Writers  •  Luxury  Travel  Expert  Panel  •  Fine  Property  Reviews 
Destination  Experts  •  Virtual  Tours  of  Featured  Locations... and  more! 

Get  Inspired.  Visit  ForbesTraveler.com  today! 
www.forbestraveler.com 


Mutual  Fund  Survey 


PERFORMANCE 
UP  DOWN 


FUND 


TOTAL  RETURN 
10-YEAR  LATEST 
ANNUALIZED     12  MONTHS 


03 


A 

B 

Jennison  Natural  Resources-A 

19.1% 

27.6% 

A+ 

C 

USAA  Precious  Metals  &  Minerals 

17.3 

16.3 

A 

Ivy  Global  Natural  Resources-A 

45.9 

30.6 

E9 

Oppenheimer  Gold  &  Sp  Mins-A 

15.0 

27.2 

A+ 

US  Global  Resources 

14.8 

21.5 

A 

Ivy  Global  Natural  Resources-A 

15.9% 

30.6% 

A+ 

US  Global  Resources 

14.8 

21.5 

A 

BlackRock  Natural  Resources-A 

14.4 

20.7 

A 

Franklin  Mutual-Discovery-A 

12.3 

24.5 

A+ 

Aliianz  RCM  Healthcare-A 

11.6 

7.0 

Global 
Stock 


These  funds  invest  in  both  U.S.  equities  and  foreigr] 
shares,  whereas  foreign  funds  focus  on  non-U.S 
equities.  Global  stock  funds  can  have  a  balancing  effecl 
on  a  portfolio  when  markets  from  different  world 
regions  are  moving  in  opposite  directions.  The  samd 
effect  can  be  achieved  by  combining  domestic  and 
foreign  stock  funds.  Buying  separate  funds  will  also  givd 
you  more  control  of  the  asset  mix  of  your  holdings. 


>^ 

GO 

■4— 1 
CO 

CD 


PERFORMANCE 
UP  DOWN 

4         h       FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
7/31/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
($BIL) 

COST 

TAX  DRAG 
EFFICIENCY  PER  $100 

MINIMUM 

INITIAL 
INVESTMENT 

1  Vanguard  Global  Equity/662-7447 

15.8% 

24.8% 

$7,054 

13 

$22.1 

4 

$0.84 

$3,000 

1  Polaris  Global  Value/888-263-5594 

17.6 

18.9 

863 

15 

7.7 

2 

1.35 

2,500 



1  Oakmark  Global-l/625-6275 

18.2 

24.2 

3,009 

17 

19.4 

4 

1.30 

1,000 

1  Amer  Funds  Capital  Inc  Builder-A/421-4120 

12.0 

18.7 

101,374 

15 

34.6 

5 

0.63e 

250 

1  Amer  Funds  Capital  World  G  &  l-A/421-4120 

15.0 

24.7 

101,107 

15 

42.5 

5 

0.80 

250 

TOTAL  RETURN 
10-YEAR  LATEST 
FUND                                              ANNUALIZED     12  MONTHS 

T  Rowe  Price  International  Discovery 

17.1%  . 

36.8% 

ING  International  SmallCap-A 

17.1 

48.1 

Franklin  Mutual-European-A 

15.7 

31.4 

Putnam  Intl  Capital  Oppors-A 

15.6 

37.3 

Alpine  Intl  Real  Estate  Equity 

15.6 

41.0 

Franklin  Mutual-European-A 

15.7% 

31.4% 

Alpine  Intl  Real  Estate  Equity 

15.6 

41.0 

iShares  MSCI  Austria  Index 

14.8 

27.8 

JPMorgan  Intrepid  European-A 

14.7 

30.0 

iShares  MSCI  Spain  Index 

14.3 

37.8 

Foreign 
Stock 


As  a  group  foreign  stock  funds  have  outpaced  U.S.  stocl 
funds  in  recent  years.  In  general,  funds  that  venture  out 
side  the  U.S.  have  higher  overhead  costs  than  those  thai 
do  not.  But  some  are  very  affordable.  Vanguard  Inter 
national  Value  has  a  cost  drag  (annual  fund  expense) 
plus  trading  commission  costs)  of  just  $0.60  per  $100  ii 
assets.  That  one  and  other  Best  Buys  are  shown  in  th 
table  below. 


FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
7/31/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E  ' 

MEDIAN 
MARKET  CAP 
($BIL) 

COST 

TAX  DRAG 
EFFICIENCY  PER  $100 

MINIMUM 

INITIAL 
INVESTMENT 

Lazard  International  Small  Cap-Open/823-6300 

17.5% 

22.8% 

$531 

17 

$2.6 

5 

$1.31 

$10,000 

Harbor  lnternational-lnv/422-1050 

18.1 

31.3 

23,206 

16 

33.6 

4 

1.32 

2,500 

Vanguard  International  Value/662-7447 

15.2 

24.8 

9,424 

14 

36.3 

5 

0.60 

3,000 

SSgA  International  Stock  Selection/997-7327 

14.9 

23.5 

3,160 

14 

36.3 

4 

1.13 

1,000 

Fidelity  International  Discovery/343-3548 

16.0 

27.0 

12,005 

18 

23.0 

3 

1.28 

2,500 

See  footnotes  on  page  205. 

For  more  rated  funds  go  to  www.forbes.com/fundsurvey/ 
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Introducing  a  series  of  OSuite  interviews  with  business  leaders  from  the 
Arabian  Gulf.  In  the  following  pages  the  region's  corporate  leaders  discuss 

their  business  strategies  and  successes. 


Legends  Duballand  -  UAH 


Energy  Gty  Oatt 


Injazat  Technology  Fund  -  UAE 


Al  Areen  -  Bahrain 


Prince  Abdul  Aziz  Bin  Mousaed  Economic  City  -  KSA 


Bahrain  Financial  Harbour  -  Bahrain 


During  its  seven  years  of  operations,  GFH  has  successfully  launched 
projects  and  investments  with  an  aggregate  final  value  exceeding 
US$12  billion.  GFH  is  one  of  the  first  GCC  banks  to  focus  on  private 
equity  investments  in  companies  based  in  the  GCC  and  other  MENA 
countries.  Pioneering  new  ways  to  maximize  investment  opportunities, 
GFH  is  leading  the  way  by  defining  a  new  synergy  for  countries  to 
achieve  their  potential. 


'"Jj/  Gulf  Finan 
■V  sjfr'  House 


www.gfhouse. 


?cial  Advertising  Section  200? 


Gulf  Leaders  3 


he  Gulf  Arab  States:  Looking  Toward  a 
•romising  Future 


hirty  years  ago  it  was  a  part  of 
the  world  blessed  with  massive 
energy  reserves  and  little  else, 
t  today,  Gulf  Arab  states  have 
ssomed  to  become  one  of  the 
rld's  most  economically  diverse 
i  dynamic  regions.  Through  astute, 
ward-thinking  leadership  and  wise 
estments,  the  former  deserts  of 
ibia  are  now  home  to  cosmopoli- 
cities  and  global  financial  hubs  of 
srnational  standards. 

0  truly  appreciate  the  pace  of 
wth  and  development  in  countries 

Bahrain,  Qatar  and  the  United 
b  Emirates,  one  simply  has  to  com- 

1  old  and  new  photographs  of  their 
>ective  capital  cities.  State-of-the- 

airports  and  motorways  have 
aced  the  sand  dunes.  Magnificently 
ithtaking  skyscrapers  and  towers 
v  dot  the  skylines,  and  every  year, 
lions  of  people  from  around  the 
:ld  come  to  this  booming  region 
work,  play  and  sun. 
ollectively,  Gulf  Arab  states  recog- 
;d  the   need   to   expand  their 

nomies  and  diversify  their  investments  in  order  to 
mlate  growth  and  broaden  their  economic  and  invest- 
lt  horizons. 

he  development  and  advancement  of  this  region's 
nomy  and  infrastructure  play  an  important  role  in  its 
tegy  for  a  brighter  future. 

he  Kingdom  of  Bahrain,  with  its  long-standing  interna- 
ial  recognition  as  the  region's  first  financial  hub,  is  home 
najor  players  such  as  Gulf  Finance  House  (GFH). 
/ith  its  multibillion-dollar  infrastructure  and  development 


projects,  not  to  mention  its  highly 
respected  Energy  City  clusters,  GFH  is 
widely  recognized  as  a  pioneering 
Islamic  investment  bank  that  has 
financed  development  infrastructure 
for  some  of  the  largest  and  most  ambi- 
tious projects  in  the  Middle  East  and 
North  Africa  region. 

In  Qatar,  home  to  the  world's 
third-largest  reserves  of  natural  gas, 
the  future  is  shining  brighter  than 
ever  before.  The  country's  strong  eco- 
nomic backdrop  has  created  virtually 
unlimited  opportunities  for  its  lead- 
ing financial  institutions. 

Qatar  Islamic  Bank,  one  of  the 
region's  largest  financial  institutions 
by  market  capitalization,  posts  solid 
earnings  and  increasing  shareholder 
value.  The  bank's  success  is  further 
proof  of  the  Islamic  banking  and 
finance  sector's  growing  importance. 

The  UAE-based  Al  Qudra  Holding 
company  is  another  success  story 
that  warrants  much  respect.  It  is 
a  pillar  of  strength  for  the  UAE 
economy  and  has  witnessed  significant 
growth  as  it  continuously  shatters  profit  figures  and  forecasts 
on  a  yearly  basis. 

In  a  short  period  of  time,  Al  Qudra  Holding,  through 
its  various  industrial  and  real  estate  projects,  has  become 
a  dominant  player  in  the  UAE  market  and  is  committed  to 
continued  growth  and  prosperity  for  its  shareholders  and 
its  country. 

The  Gulf  has  indeed  come  a  long  way  from  its  humble 
roots.  But  as  the  leaders  interviewed  in  this  edition  of  Gulf 
Leaders  will  tell  you,  this  is  only  the  beginning.  ■ 


Introduction 

Esam  Y.  Janahi 

Gulf  Finance  House 

HE  Sheikh  Jassim  Bin  Hamad 
Bin  Jassim  Bin  Jabr  Al  Thani 
Qatar  Islamic  Bank 


6   Eng.Salah  Salem  Bin  Omeir 
Al  Shamsi 

Al  Qudra  Holding 

This  project  was  produced  by 
Intermedia,  Dubai. 

Project  Director:  Vivienne  Davidson 
Project  Manager:  Amy  Boeker 


Visit  the  Gulf  Leaders  Special 
Advertising  Section  online  at 
www.forbesspecialsections.com  / 
GulfLeaders 
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uif  Finance  House:  Continuing  Bahrain'^ 
Success  Story  as  an  International 
Financial  Center 


Leading  Islamic  investment  bank 
Gulf  Finance  House  (GFH) 
posts  stellar  earnings  year  after 
year,  capitalizing  on  the  booming 
economies  of  the  Middle  East  and 
Gulf  Arab  region.  But  GFH  and 
Esam  Janahi,  chief  executive  officer 
and  board  member,  don't  rest  on 
their  laurels.  GFH  has  bold  plans 
to  build  on  its  sterling  record 
and  to  look  toward  new  markets 
worldwide. 

From  infrastructural  development 
projects  to  its  Energy  City  cluster 
concepts,  GFH's  diverse  portfolio 
has  attracted  regional  investment. 
No  wonder  Janahi  sees  these  times 
as  the  most  exciting  and  challenging 
the  bank  has  ever  experienced. 

"GFH's  infrastructure  develop- 
ment projects  have  made  a  visible  and  tangible  impact  on 
economies  throughout  the  region.  GFH  is  now  poised  to 
establish  a  significant  global  presence  by  tapping  into 
emerging  markets  in  Asia,  the  Far  East  and  Europe.  We 
will  seek  further  opportunities,  leveraging  our  capabili- 
ties in  terms  of  portfolio  diversification  and  geographical 
expansion,"  he  says. 

Widely  recognized  as  a  pioneering  Islamic  investment 
bank,  GFH  has  financed  infrastructure  development  for 
some  of  the  largest  and  most  ambitious  projects  in  the 
Middle  East  and  North  Africa  regions.  The  secret  to  its 
success,  says  Janahi,  is  the  firm's  focused  strategic  business 
plan,  its  exceptional  management  team,  and  the  unstinting 
support  of  its  shareholders. 

Headquartered  in  the  Kingdom  of  Bahrain,  a  hub  of 
banking  and  finance  in  the  Middle  East,  GFH  has  taken  a 
leadership  role  in  mega  projects  that  have  helped  build  on 
Bahrain's  status  as  the  region's  financial  center.  In  recent 
years  neighboring  Gulf  states  have  begun  developing 
financial  hubs  in  their  own  markets.  Dubai,  Qatar  and 


f 

i 


Esam  Y.  Janahi 
CEO  and  Board  Member 
Gulf  Finance  House 


even   Saudi  Arabia   are  keen 
mimic  the  Bahrain  model. 

"The  region  has  no  history 
focused    infrastructure  for 
financial  sector,  so  our  view  is  1 
these  regional  financial  hubs 
collectively  enhance  the  regi< 
profile   and  provide   it  with 
much-required   world-class  in 
structure  to  support  its  grow 
says  Janahi. 

GFH  was  a  major  player  in 
development   of  the   $1.5  bill 
Bahrain  Financial  Harbour  (BFF 
landmark  site  conceived  with 
aim  of  reinforcing  the  Kingdc  B 
position  as  the  financial  capital 
the  Middle  East  and  enhancing 
GCC's    attractiveness    for  glc 
financial  sector  players. 
One  could  draw  a  parallel  between  BFH  and  Car 
Wharf.  But,  says  Janahi.  "BFH  has  a  distinctive  positioi 
that  it  is  a  leading  financial  sector  focused  on  real-es 
product  offerings." 

When  you  ask  Janahi  where  he  sees  Gulf  Finance  He 
ten  years  from  now,  he  states:  "In  two  words:  Going 
ward.  We  are  very  confident  that  with  projects  such  as 
BFH,  the  Friendship  Causeway  to  Qatar,  the  US-F 
agreement  and  so  forth,  Bahrain's  success  story  as  an  in 
national  financial  center  will  only  be  strengthened." 

He  adds,  "GFH  has  achieved  its  goals  by  maximiz 
value  for  clients  and  shareholders  in  accordance  \* 
Sharia  principles  and  thus  contributing  to  the  gro>  I 
of  Islamic  banking.  And  we  intend  to  continue 
carefully  explore  new  opportunities  that  will  enha 
its  geographic  reach,  while  retaining  focus  on  ope 
tional  expansion,  simultaneously  broadening 
portfolio  and  expanding  the  client  and  investor  b 
These  measures  are  expected  to  keep  the  bank  on  a  p  • 
of  long-term  continued  growth." 


Esam  Y.  Jar 
Energy,  the  I: 
Company  an<. 


and  a  member  of  the  board  of  Gulf  Finance  House.  He  is  also  chairman  of  Energy  City  Qatar,  Gulf 
'  ^car.tiie  Exchange,  and  the  Bahrain  Financial  Harbour;  deputy  chairman  of  Al  Areen  Holding 

Commercial  Bank;  and  a  member  of  the  Shura  Council  in  Bahrain. 


Gulf  Finance  House  •  www.gfhouse.com 
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tatar  Islamic  Bank:  Taking  Islamic 
anking  to  New  Heights 


■  hirty  years  ago,  the  Islamic 
banking  sector  was  in  its 
'  infancy,  with  virtually  no  pres- 
e  in  Western  markets.  Much  has 
nged  since  then,  and  today  the 
jstry  is  worth  more  than  $500 
on,  with  a  staggering  growth 

of  some  20%  per  year. 
|atar  Islamic  Bank  (QIB)  has 
n  at  the  forefront  of  developing 

Islamic  banking  sector,  and  in 

than  three  decades,  QIB  has 
Dme  one  of  the  top  five  Islamic 
king  institutions  in  the  world. 
$/e  have  realized  many  achieve- 
its  over  the  past  25  years,"  says 
J's  Chairman,  His  Excellency 
ikh  Jassim  Bin  Hamad  Bin  Jassim 
Jabr  Al  Thani.  "The  most  impor- 

of  these  have  been  our  role  in 

birth  and  development  of  the 

nic  banking  sector  in  Qatar  and  the  active  role  that  QIB 
played  in  developing  this  industry  at  the  international 
1  over  the  last  five  years." 

litially  a  Qatar-focused  business,  QIB  has  expanded 
beyond  its  borders.  It  has  established  the  Arab  Finance 

ase  (AFH)  in  Lebanon  as  well  as  Qlnvest,  an  interna- 

al  investment  bank  with  $1  billion  in  capital  that  oper- 
through  the  Qatar  Financial  Centre.  QIB  is  also  a 

;ner  in   Bahrain's   Gulf  Finance   House   and  the 

darity  Insurance  Company. 

leikh  Jassim  explains  that  the  bank  has  also  made  inroads 
\  the  European  and  Asian  markets:  "We  launched  the  Asian 
toce  Bank  (AFB)  in  Malaysia  in  March  2007  with  capital 
•100  million.  It  is  a  value-added  contribution  to  QIB's 
j-national  investments  and  will  serve  the  bank's  investment 
pmers  from  around  the  Gulf  and  Asia,"  he  says.  "AFB  will 
B  up  new  business  opportunities  for  us  in  the  Asian  mar- 

which  have  shown  increased  interest  in  Islamic  banking 
[financing  services.  We  are  also  looking  into  opening  AFB 
pches  in  Indonesia,  Singapore  and  Brunei." 

addition  to  Asia,  QIB  is  looking  to  Europe  for  further 


IS 

HE  Sheikh  Jassim  Bin  Hamad 
Bin  Jassim  Bin  Jabr  Al  Thani 
Chairman 
Qatar  Islamic  Bank 


expansion.  By  the  end  of  2007  QIB 
will  launch  the  European  Finance 
House  (EFH).  EFH  will  be  based  in 
London  and  will  enable  QIB  to  pur- 
sue asset  acquisition  opportunities  and 
service  both  the  gulf  investors  and 
European  companies  interested  in 
Islamic  financial  products. 

"Europe  constitutes  a  pivotal  eco- 
nomic bloc  in  the  world,  and  London  is 
the  continent's  financial  and  investment 
capital,  with  a  growing  demand  for 
Islamic  banking.  We  see  EFH  as  the 
most  efficient  Islamic  investment  bank 
to  penetrate  European  investment 
opportunities,"  Sheikh  Jassim  says.  Once 
EFH  is  established  in  London,  QLB  will 
then  expand  into  France  and  Germany 
where  it  owns  real  estate  and  most 
recendy  bought  400  million  Euros 
worth  of  property  in  Germany. 
Although  it  is  looking  further  afield  for  its  expansion  and 
growth,  QIB  is  committed  to  developing  its  domestic 
business  and  market  share.  "We  care  a  great  deal  about 
expanding  our  domestic  investment  base.  QIB  has  adopted 
a  strategy  for  expansion  at  the  local  and  foreign  levels. 
Domestically,  we  will  be  doubling  the  number  of  branches 
that  we  have  and  increasing  the  services  available  in  our 
banking  network.  In  addition  to  upgrading  our  retail  and 
corporate  banking  services,  we  will  be  introducing  some 
financial  tools,  such  as  Sukuks  (Islamic  bonds)  and  securi- 
tization, to  cope  with  the  growing  demand  for  medium- 
term  and  long-term  funding,"  he  says. 

Looking  ahead  to  the  next  25  years,  Sheikh  Jassim  sees  a 
very  bright  future  for  QIB  and  the  Islamic  banking  sector 
as  a  whole.  "We  view  the  Islamic  banking  market  as  one 
that  will  continue  to  grow  and  show  further  promise.  As 
the  opportunities  increase,  so  does  the  need  to  become 
more  innovative.  As  our  slogan  says,  we  are  'committed  to 
leadership'  locally  and  internationally,  and  in  25  years  you 
will  see  QIB  as  a  truly  global  bank  with  an  enviable  posi- 
tion at  regional  and  international  levels,"  he  says.  ■ 


His  Excellency  Sheikh  Jassim  Bin  Hamad  Bin  Jassim  Bin  Jabr  Al  Thani  is  chairman  of  Qatar  Islamic  Bank,  European  Finance 
House,  Al  Jazeera  Islamic  Co.  and  Qlnvest,  the  first  Islamic  investment  bank  in  Qatar  that  is  licensed  by  the  Qatar  Financial 
Centre.  He  has  also  taken  part  in  the  management  and  organization  of  several  businesses  and  companies  specializing  in  real- 
estate  and  investment  activities. 


Qatar  Islamic  Bank  •  www.qib.com.qa 
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ities  of  Al  Qudra  Are  Limitless 


Few  companies  can  boast  the  kind  of  meteoric  growth  that  United  Arab  Emirate! 
based  Al  Qudra  Holding  has  achieved  in  its  first  two  years  of  operation. 


j$  eadquartered  in  the  Gulf 
Arab  states  capital  city  of 
-j  Abu  I  )habi,  Al  Qudra,  which 
translates  in  English  to  ability,  has 
demonstrated  remarkable  skill  and 
taken  on  a  full  range  of  projects  that 
have  created  strong  shareholder  value. 
Al  Qudra  recorded  profits  of  217 
million  dirhams  (US$59  million)  in 
its  first  year.  That  figure  ballooned  to 
637  million  dirhams  (US$173  mil- 
lion) in  its  second  year. 

Al  Qudra  Holding  Chairman  of 
the  Board  and  Managing  Director, 
Eng.  Salah  Salem  Bin  Omeir  Al 
Shamsi,  says  the  secret  to  his  com- 
pany's success  is  its  ability  to  follow 
through  on  opportunities  that  arise. 

"We  are  a  success  story  because  we 
are  good  at  following  up  It  is  easy  to 

find  opportunities  and  to  talk  the  talk. .  .but  we  have  a  strong 
'follow  up'  spirit  and  we  back  up  our  words  with  action. 
That  is  part  of  our  commitment  to  excellence,"  he  says. 

Al  Qudra  Holding  has  quickly  become  a  dominant  play- 
er in  the  UAE  market  through  its  various  industrial  and 
real  estate  projects.  It  is  committed  to  continued  growth 
and  prosperity  for  its  shareholders  and  its  country.  Today, 
Al  Qudra  is  a  fully  fledged  investment  company  with 
operations  and  investments  in  the  UAE,  Morocco,  Algeria, 
Yemen,  Syria,  Egypt  and  Senegal. 

Its  portfolio  of  investments  includes  real  estate,  industrial, 
manufacturing,  oil  services,  education,  agriculture,  energy, 
infrastructure  development  and  various  supporting  manage- 
ment. With  much  of  the  Gulf  Arab  region  witnessing  a 
booming  real  estate  market,  Eng.  Salah  Salem  Bin  Omeir  Al 
Shamsi  quickly  emphasizes  that  Al  Qudra's  real  estate  proj- 
ects are  focused  on  the  development  of  townships  rather 
than  the  occasional  tower.  One  example  of  this  is  its  massive 
400-acre  township  currently  being  constructed  in  Morocco. 

"We  are  different  in  the  sense  that  we  are  developing 
cities.  We  are  a  master  developer.  We  are  not  just  retail  or 


Eng.  Salah  Salem  Bin  Omeir  Al  Shamsi 
Chairman  of  the  Board  and  Managing  Director 
Al  Qudra  Holding 


building  towers,  we  look  at  who 
plans,"  he  says. 

In  addition  to  its  light  and  heai 
industry  investments,  Al  Qudra 
also  involved  in  medical  and  spor 
ing  projects  in  the  UAE. 

But  as  Eng.  Salah  Salem  Bin  Ome 
Al  Shamsi  explains,  Al  Qudra's  mo 
important  project  will  come  later  tl 
year  when  it  goes  public. 

"We  will  be  a  public  company  \ 
year  end.  This  is  not  a  claim,  it 
a  reality,"  he  says  boldly.  The  init 
public  offering  is  expected  to  be  h 
in  November,  Eng.  Salah  Salem 
Omeir  Al  Shamsi  adds.  "Within 
years,  the  company  will  be 
matured,  we  will  increase  our  ca 
and  we  will  be  public.  This  will  enal 
us  to  become  a  bigger  company 
continue  to  expand  and  fine-tune  our  business  operations.' 

He  explains, "I  like  challenges  and  competition.  All  of 
at  Al  Qudra  work  hard  to  create  strong  shareholder  v; 
and  are  always  moving  forward.  As  a  pioneering  compart 
we  want  to  add  to  what  Dubai  has  done.  We  try  to 
projects  that  have  never  been  done  before.  That  way,  \ 
give  the  buyer  a  choice." 

Learning  from  others  and  examining  other  success 
projects  and  operations  has  helped  guide  Al  Qudra's  succe 
"To  capitalize  from  other  people's  success  and  expei 
ence  is  important.  It  allows  us  to  learn  from  them  and  al 
explore  ways  to  build  on  that  success,"  he  says.  "Wl 
makes  us  special  and  better  prepared  for  the  future  is  t 
fact  that  we  take  our  time  to  examine  cases  so  that  we  c 
do  it  better,  add  value  and  increase  investment." 

It  is  clear  that  Eng.  Salah  Salem  Bin  Omeir  Al  Shan 
has  a  clear  vision  for  the  company,  which  has  position 
him  as  an  excellent  corporate  ambassador  for  Abu  Dha| 
And  if  Al  Qudra's  profits  from  its  initial  two  years  of  opt 
ation  are  any  indication,  then  the  sky  is  truly  the  limit 
this  rapidly  growing  investment  company. 
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Eng.  Sal.  .aiem  Bin  Omeir  Al  Shamsi  is  chairman  of  the  Chamber  of  Commerce  &  Industry  for  the  Gulf  Region,  United  Arab 
Emirate;  i  Dhabi;  chairman  and  managing  director  for  Al  Qudra  Holding;  vice  chairman  of  Al  Quia  Investment  Company 

membe  ard  for  the  Abu  Dhabi  Tourism  Authority  md  the  Abu  Dhabi  Economic  Development;  and  member  of  the  hon 

board  foi  ports  Club.  He  has  also  contributed  to  :    establishment  of  various  other  companies  including  Al  Rayan 

Company,  M  K>azna  insurance  and  Abu  Dhabi  Islamic  Bank. 

Al  Qudra  Holding  •  www.alqudraholding.ae 
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Emerging 
Markets 


your  money  safe  in  a  country  that  discovered  capital- 
m  just  a  few  years  ago?  Emerging  market  funds  take 
akes  in  the  world's  fastest-growing,  but  riskiest, 
:onomies.  Brazil,  Russia,  India  and  China  are  home  to 
lany  of  the  target  companies.  Emerging  market  funds  are 
;st  for  investors  with  a  long  time  horizon  who  can  also 
ke  on  above-average  risk  Our  three  tables  show  the  best 
n-year  performers,  bear  market  stars  and  Best  Buys. 


FUND 

TOTAL  RETURN 
10-YEAR  LATEST 
ANNUALIZED     12  MONTHS 

US  Global  Eastern  European 

19.9% 

40.1% 

Oppenheimer  Developing  Mkts-A 

17.8 

50.7 

T  Rowe  Price  Latin  America 

16.2 

59.6 

iShares  MSG  Mexico  Index 

15.7 

49.5 

BlackRock  Latin  America-A 

15.5 

62.5 

US  Global  Eastern  European 

19.9% 

40.1% 

Oppenheimer  Developing  Mkts-A 

17.8 

50.7 

T  Rowe  Price  Latin  America 

16.2 

59.6 

iShares  MSCI  Mexico  Index 

15.7 

49.5 

DWS  Latin  America  Equity-A 

13.6 

54.3 
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MANCE 
DOWN 

FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
7/31/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
($BIL) 

TAX 
EFFICIENCY 

COST 
DRAG 
PER  $100 

MINIMUM 

INITIAL 
INVESTMENT 

B 

Lazard  Emerging  Markets-Open/823-6300 

28.5% 

45.6% 

$5,279 

13 

$9.3 

4 

$1.55 

$10,000 

A 

Quant  Emerging  Markets-O/326-2151 

31.6 

57.1 

417 

16 

13.5 

3 

1.77e 

2,500 

B 

SSgA  Emerging  Markets/997-7327 

28.0 

50.7 

2,630 

16 

15.2 

5 

1.39 

1,000 

D 

Fidelity  Emerging  Markets/343-3548 

27.7 

51.9 

4,887 

17 

9.4 

2 

1.44 

2,500 

B 

Vanguard  Emerging  Mkts  lndex-lnv/662-7447 

26.3 

48.2 

19,195 

15 

11.3 

3 

0.55 

3,000 

•—.  •   

DO 

ft) 

<— t- 
en 


ndex  Funds 


idex  funds  got  off  to  a  slow  start  31  years  ago  with  the  inaugu- 
tion  of  the  Vanguard  500  Index  Fund.  The  theory:  It's  hard  to 
;at  the  market  average,  and  it's  expensive  to  try.  So  don't  try. 
:ttle  for  a  cheap,  passively  managed  basket  of  stocks  that 
erely  tracks  the  market  average. 

I  Now  the  product  category  can  claim  at  least  945  funds,  with 
1 .4  trillion  in  assets.  The  total  includes  funds  tracking  stock  and 
>nd  indexes,  both  foreign  and  domestic;  index  funds  of  the  older 
>en-end  format;  and  the  newer  semidosed  ETF  variations. 
The  Vanguard  500  Index  Fund,  the  largest  U.S.  fund  of  its 


category,  with  $122  billion  in  assets,  has  a  low  turnover,  5% 
annually,  occasioned  primarily  by  the  departures  of  stocks  from 
the  S&P  500.  When  this  fund  started  out  it  ran  up  annual 
expenses  of  $0.40  per  $100  of  assets.  Now  the  cost  is  down  to  18 
cents  for  customers  with  small  balances  and  9  cents  for  those 
with  $100,000  to  invest  in  the  Admiral  class  of  this  fund. 

Not  all  index  funds  are  bargains,  but  the  ones  below  are  Best 
Buys,  which  offer  an  ideal  balance  of  low  costs  and  risk- adjusted 
performance.  For  a  look  at  a  new  gimmick  in  index  funds,  see  the 
story  on  page  166. 


PERFORMANCE 

TOTAL  RETURN 

ASSETS 

WEIGHTED 

MEDIAN 

COST 

MINIMUM 

UP 

DOWN 

6-YEAR 

LATEST 

7/31/07 

AVERAGE 

MARKET  CAP 

TAX 

DRAG 

INITIAL 

FUND/800  PHONE 

ANNUALIZED 

12  MONTHS 

(SMIL) 

P/E 

(SBIL) 

EFFICIENCY 

PER  $100 

INVESTMENT 

Vanguard  Small-Cap  lndex-lnv/662-7447 

10.4% 

15.1% 

$14,903 

19 

$1.6 

2 

$0.24 

$3,000 

Vanguard  Extended  Mkt  lndex-lnv/662-7447 

10.5 

16.7 

13,845 

20 

2.3 

2 

0.26 

3,000 

Vanguard  Tax-Mgd  Capital  Apprec-lnv/662-7447 

5.4 

16.7 

4,243 

17 

33.8 

3 

0.15 

10,000 

Vanguard  Value  lndex-lnv/662-7447 

6.7 

14.0 

12,525 

14 

54.6 

4 

0.22 

3,000  i 

Vanguard  Total  Stock  Mkt  lndex-lnv/662-7447 

6.1 

16.3 

97,755 

17 

28.1 

3 

0.20 

3,000 

See  footnotes  on  page  205. 

For  more  rated  funds  go  to  www.forbes.com/fundsurvey/ 
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Sector  Funds 

A  sector  fund  is  a  bet  on  a  specific  area  of  the  economy,  a  single 
country  or  a  region.  What's  the  point?  You  could  use  a  sector 
fund  to  balance  out  your  stock  portfolio.  If  you  have  a  fairly  well 
diversified  portfolio  but  not  a  single  energy  stock,  say,  an  energy 
sector  fund  would  make  sense.  Or  you  might  have  a  large  collec- 
tion of  sector  funds  as  a  substitute  for  a  broad  index  fund;  with 


targeted  bets,  you  can  more  easily  harvest  losses  for  tax  purpose 
Or  maybe  you  just  want  to  speculate. 

Whatever  your  motive,  watch  the  overhead.  The  ones  below  ai 
Best  Buys,  combining  good  risk-adjusted  returns  with  low  costs. 


PERFORMANCE 

UP 

DOWN 

4 

♦ 

A+ 

•  B 

B 

A+ 

D 

Health  Care 


TOTAL  RETURN 

ASSETS 

WEIGHTED 

MEDIAN 

COST 

MINIMUM 

6-YEAR 

LATEST 

7/31/07 

AVERAGE 

MARKET  CAP  TAX 

DRAG 

INITIAL 

FUND/800  PHONE 

ANNUALIZED 

12  MONTHS 

(SMIL) 

P/E 

($«U 

EFFICIENCY  PER  $100 

INVESTMENT 

1  Fidelity  Select-Medical  Delivery/343-3548 

1 1  fflL 

\  J.U  /o 

1 3  7% 
l  J.  /  /o 

$646 

24 

$8.7 

3 

$1.1 7e 

$2,500 

[  T  Rowe  Price  Health  Sciences/638-5660 

ft  S 

O.J 

1fi  8 
[  u.o 

1,905 

24 

8.7 

2 

1.14 

2,500 

1  Fidelity  Select-Health  Care/343-3548 

A  fi 

1  U.H 

2,033 

22 

17.9 

4 

1.1  Oe 

2,500 

Janus  Global  Life  Sciences/525-3713 

0  C 
3.3 

ft  3 

O.J 

825 

27 

13.9 

1 

1.23 

2,500 

Fidelity  Select-Biotechnology/343-3548 

n 

U.  J 

o.o 

1,216 

39 

9.3 

1 

1.1 5e 

2,500 

Natural  Resources 

Vanguard  Energy  Fund-lnv/662-7447 

24.6 

19.7 

12,450 

11 

47.4 

5 

0.28 

25,000 

T  Rowe  Price  New  Era/638-5660 

19.6 

25.7 

5,789 

14 

20.6 

4 

0.70 

2,500 

US  Global  Resources/873-8637 

36.9 

21.5 

1,420 

13 

4.8 

5 

1.55 

5,000 

Fidelity  Select-Energy/343-3548 

19.4 

20.5 

2,668 

12 

22.0 

4 

1.1 3e 

2,500 

Fidelity  Select— Energy  Service/343-3548 

22.7 

31.7 

2,056 

18 

14.2 

2 

1.1  Oe 

2,500 

Real 

Estate 

CGM  Realty  Fund/345-4048 

31.2 

24.7 

1,699 

21 

14.6 

5 

0.97 

2,500 

Alninp  Intl  RpaI  Fttatp  Fnnitv/RSR-VfiS-SSTR 

nipillC  Hill  ItCal  Colalt:  ut-^UIiy/OOO  / O J  JJ/O 

25.4 

41.0 

7  7fifi 

14 

2.5 

4 

1.43 

1,000 

Cohen  &  steers  Realty  bhares/330-/348 

17.9 

-0.7 

3,131 

33 

7.9 

5 

1.03 

10,000 

Fidelity  Real  Estate  Investment/343-3548 

16.9 

-0.6 

5,935 

29 

9.0 

5 

0.83 

2,500 

Vanguard  REIT  lndex-lnv/662-7447 

16.5 

-0.4 

9,456 

36 

6.3 

5 

0.22 

3,000 

Technology 

Fidelity  Select-Software/Comp  Svc/343-3548 

7.1 

29.5 

860 

33 

25.4 

1.24e 

2,500 

Fidelity  Select-Technology/343-3548 

2.7 

33.9 

1,832 

27 

14.7 

1.22e 

2,500 

T  Rowe  Price  Global  Technology/638-5660 

6.0 

30.9 

159 

28 

13.4 

1.69 

2,500 

Janus  Global  Technology/525-3713 

1.6 

31.0 

901 

28 

12.5 

1.13 

2,500 

T  Rowe  Price  Science  &  Technology/638-5660 

-0.6 

34.5 

2,738 

27 

20.5 

1.27 

2,500 

jr 

Precious  Metals 

USAA  Precious  Metals  8i  Minerals/531-8448 

35.5 

16.3 

791 

24 

5.0 

5 

1.34 

3,000 

US  Global  World  Precious  Minerals/873-8637 

42.5 

13.5 

945 

NA 

0.9 

5 

1.62 

5,000 

Tocqueville  Gold  Fund/697-3863 

33.7 

16.1 

1,002 

NA 

2.1 

4 

1.64 

1,000 

Gamco  Gold  Fund-AAA/422-3554 

32.5 

13.0 

438 

22 

4.8 

4 

1.49 

1,000 

American  Century  Global  Gold-lnv/826-8323 

27.3 

4.0 

986 

25 

4.1 

2 

0.77 

2,500 

See  footnotes  on  page  205. 
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ALL-WEATHER  INVESTING 


Mutual  Shares  Fund— Designed  for  Any  Market  Condition. 


I  Mutual  Series  fund  managers  don't  try  to  forecast 

MUTUAL 

series     the  market.  Their  disciplined,  deep-value  approach 


to  investing  focuses  on  finding  out-of-favor 
investments  with  significant  upside  potential  and  reduced 
downside  risk.  The  result— historically  solid  long-term  performance 
and  lower  relative  volatility  across  market  cycles. 

Uncovering  opportunities  that  the  market  has  overlooked 
requires  a  unique  perspective.  At  Mutual  Series,  that  comes 
from  over  50  years  of  searching  for  hidden  values  in  all  types 
of  markets.  For  details  on  how  this  perspective  may  benefit 
your  portfolio,  see  your  financial  advisor,  call  1-800-FRANKLIN 
or  visit  franklintempleton.com/mutualseries. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


UTUAL  SHARES  FUND-Class  A' 
Strong  Performance  &  Lower  Volatility 


Average  Annual  Total  Returns" 
As  of  7/31/07 

Betam 

1-Year 

10.04% 

0.70 

3-Year 

12.58% 

0.74 

5-Year 

12.41% 

0.58 

10-Year 

8.94% 

0.61 

iximum  initial  sales  charge  5.75% 
pense  ratio  1.16% 

Before  investing  in  Mutual  Shares  Fund,  you  should  carefully  consider  the  fund's  investment 
goals,  risks,  charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's 
prospectus,  which  you  can  obtain  from  your  financial  advisor.  Please  read  the  prospectus 
carefully  before  investing. 

Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed, 
may  be  worth  more  or  less  than  the  original  cost.  Performance  data  quoted  includes  the 
maximum  5.75%  initial  sales  charge,  and  represents  past  performance,  which  does  not 
guarantee  future  results.  More  recent  returns  may  differ  from  figures  shown;  for  most  recent 
month-end  performance  figures,  please  visit  franklintempleton.com.  The  fund  may  charge 
a  2%  fee  on  redemptions  within  seven  days. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403 


?  securities  may  not  increase  in  price  as  anticipated  or  may  decline  further  in  value.  Foreign  securities  risks  include  currency  fluctuations  and  political  uncertainty. 
;ting  in  companies  involved  in  mergers  or  other  restructurings  carry  special  risks  as  pending  deals  may  not  be  completed  on  time  or  on  favorable  terms. 
3  fund  offers  other  share  classes,  subject  to  different  fees  and  expenses,  which  will  affect  their  performance. 

verage  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the  indicated  periods  and  assume  reinvestment  of  dividends  and  capital 
at  net  asset  value. 

3eta  is  a  measure  of  a  fund's  volatility  relative  to  the  S&P  500  Index.  A  beta  lower  than  1.00  indicates  volatility  lower  than  the  market's.  Source:  Thomson  Financial  6/30/07. 
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ETFs 


Exchange-traded  funds  are  fixed  baskets  of  stocks  chosen  to  match  quotes  throughout  the  trading  day,  low  overhead,  low  capital  gaii 
either  a  broad  index  (like  the  S&P  500)  or  a  narrow  index,  some-  distributions  and  the  same  trading  tools  as  stocks,  such  as  stop 
times  one  created  for  the  purpose.  Positives  include  liquidity,  price     loss  orders.  The  ETFs  below  have  low  expense  ratios. 


to 

CO 

■*—> 
1/1 
CD 

CO 


PERFORMANCE 
UP  DOWN 


3 


FUND 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
7/31/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
($BIL) 

COST 

TAX  DRAG 
EFFICIENCY  PER  $100 

MINIMUM 
INITIAL 
INVESTMENT 

SPDRTrust-1 

4.5% 

16.0% 

$56,951 

17 

$55.9 

3 

$0.1 1e 

NA 

MidCap  SPDRs 

9.9 

16.4 

9,428 

19 

3.7 

2 

0.29e 

NA 

iShares  S&P  Global  Healthcare  Index 

4.1 

4.5 

739 

21 

59.8 

2 

0.51  e 

NA 

iShares  S&P  Global  Energy  Index 

12.7 

18.9 

907 

12 

102.6 

3 

0.52e 

NA 

iShares  S&P  Global  Technology  Index 

5.4 

27.9 

245 

24 

53.3 

2 

0.51e 

NA 

Balanced  Funds 


A  fund  that  combines  equity  and  fixed-income  securities  in  to  invest.  Otherwise,  you're  probably  better  off  buying  separati 
one  portfolio  can  make  sense  if  you  have  only  a  small  amount     funds  to  create  a  custom  blend. 


to 

13 
CO 
-t— ' 

CD 
CO 


PERFORMANCE 
UP  DOWN 

♦ 

FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
7/31/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
(SBIL) 

AVERAGE 
DURATION 
(YEARS) 

EXPENSES 
PER 
$100 

MINIMUM 

INITIAL 
INVESTMENT 

A+ 

Berwyn  Income  Fund/992-6757 

8.1% 

8.6% 

$232 

18 

$15.3 

NA 

$0.73 

$3,000 

D 

Fidelity  Balanced  Fund/343-3548 

9.2 

15.3 

25,763 

18 

14.5 

NA 

0.64 

2,500 

Vanguard  Wellington  Fund-lnv/662-7447 

8.1 

14.0 

48,599 

15 

66.2 

4.6 

0.30 

3,000 

Oakmark  Equity  &  lncome-l/625-6275 

9.7 

11.7 

12,883 

16 

18.3 

3.2 

0.86 

1,000 

Vanguard  Wellesley  lncome-lnv/662-7447 

6.6 

9.1 

13,132 

15 

68.5 

5.2 

0.25 

3,000 

Fund  of  Funds 


A  fund  of  funds  invests  in  other  funds.  There  is  no  fixed  rule  as  to 
their  format.  Some,  such  as  T.  Rowe  Price  Spectrum  Growth, 
focus  only  on  growth  stock  funds,  whereas  others,  such  as  Legg 
Mason  Partners  Lifestyle  Income,  hold  only  bond  funds.  FundX 
Upgrader  uses  a  momentum  approach,  and  its  portfolio  will 
swing  toward  funds  that  have  produced  strong  results  regardless 
of  their  investment  objective.  Recently  this  has  led  to  a  shift  from 


domestic  to  foreign  investments.  Vanguard  Star  combines  funds 
that  invest  in  bonds  and  in  domestic  and  foreign  stocks. 

The  caution  is  that  in  some  cases  fees  are  onerous  and 
poorly  disclosed.  It  is  worth  noting  that  Vanguard  Star  does 
not  tack  additional  fees  on  top  of  the  ones  charged  by  the 
underlying  funds,  and  that  the  underlying  Vanguard  funds 
are  all  economical. 


FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
7/31/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
(SBIL) 

AVERAGE 
DURATION 
(YEARS) 

COST 
DRAG 
PER  $100 

MINIMUM 
INITIAL 
INVESTMENT 

T  Rowe  Price  Spectrum  lncome/638-5660 

7.2% 

7.9% 

$4,773 

16 

$38.3 

3.6 

$0.70 

$2,500 

Vanguard  STAR  Fund/662-7447 

7.4 

13.9 

14,483 

17 

31.4 

6.1 

0.35 

1,000 

Vanguard  LifeStrategy  Growth  Fund/662-7447 

7.4 

16.7 

9,702 

17 

32.5 

NA 

0.28e 

3,000 

Vanguard  LifeStrategy  Mod  Growth/662-7447 

6.8 

14.1 

10,697 

17 

34.2 

4.5 

0.26 

3,000 

T  Rowe  Price  Spectrum  Growth/638-5660 

8.9 

20.3 

3,759 

18 

22.1 

NA 

0.83e 

2,500 

See  footr, 


For  more  rated  funds  go  to  vwvw.forbes.com/fundsurvey/ 
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ometimes  the  best  place  for  an  investor 
?  the  middle  of  the  road. 


The  middle  of  the  road  is  usually  a  dangerous  place.  It's  for  people  who  can't  make  decisions.  So  they  straddle  the 
because  they  don't  know  which  way  to  turn.  The  world  of  investing  is  the  exact  opposite.  Here,  the  middle  ground 
WffW/'   is  a  P,ace  between  Large  and  Small  Caps.  A  balance  between  risk  and  reward.  That's  why  there's 
*^  *      the  MidCap  SPDR.  It's  an  ETF  which  gathers  together  the  precise  middle  of  the  market.  And  lets  you 
hold  and  sell  it  just  like  a  stock.  Interested?  Then  stop  hopping  around  and  visit  midcapspdr.com.  Find  out  why 
lany  investors  have  become  middlemen. 


State  Street  Global  Advisors 

Precise  in  a  world  that  isnV 


Before  investing,  carefully  consider  the  funds'  investment  objectives, 
I  STATF  STR  F  FT  r,'s*s'  cnar9es  and  expenses.  To  obtain  a  prospectus,  which  contains  this 

•  i,  ^  and  Qther  important  mformation,  call  1.866.787.2257.  Read  it  carefully. 

:rade  like  stocks,  are  subject  to  investment  risk,  including  short  selling  and  margin  account  maintenance,  and  will  fluctuate  in  market  value. 

PDR,"  S&P  MidCap  400:"  and  MidCap  SPDFT  are  trademarks  of  The  McGraw-Hill  Companies,  Inc.  ("McGraw-Hill")  and  are  used  under  license  from  McGraw-Hill.  No  financial 
t  offered  by  State  Street  Global  Advisors,  a  division  of  State  Street  Bank  and  Trust  Company,  or  its  affiliates  is  sponsored,  endorsed,  sold  or  promoted  by  McGraw-Hill 
Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 
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£  > 


Over  the  long  term  bonds  are  likely  to  underperform  stocks,  but 
they  lend  stability  to  your  holdings.  Including  some  percentage  of 


bond  funds  in  your  savings  enables  you  to  sleep  well  at  night. 

What  should  you  look  for  in  a  bond  fund?  The  Best  Buy  bond 
funds  in  the  following  tables  combine  good  past  performance  witn 
low  costs  of  ownership.  With  bond  funds  we  weight  costs  monj 
than  performance.  That's  because  so  little  of  the  difference  in  bono 


U.S.  Treasury 


UP 


1RMANCE 
DOWN 

♦ 

FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR             LATEST  SEC 
ANNUALIZED        12  MONTHS  YIELD 

ASSETS 
7/31/07 
(SMIL) 

AVERAGE 
DURATION 
(YEARS) 

EXPENSES 
PER 
$100 

MINIMUM 

INITIAL 
INVESTMENT  I 

1  F- 

Vanguard  Long-Term  Treasury-lnv/662-7447 

6.0%            6.2%  4.7% 

$2,203 

10.0 

S0.26 

$3,000 

|  D 

Vanguard  Intermediate  Treasury-lnv/662-7447 

5.0              6.0  4.6 

4,209 

5.2 

0.26 

3,000 

[S 

American  Century  Target  2025-1/826-8323 

8.0             7.0  4.4 

272 

18.6 

0.57 

2,500 

F 

American  Century  Target  2020-1/826-8323 

7.7             7.0  4.5 

191 

13.7 

057 

2,500 

Ginnie  Mae 

C 

Vanguard  GNMA  Fund-lnv/662-7447 

4.6             5.3  5.1 

22,614 

4.5 

0.21 

3,000 

B 

Fidelity  Ginnie  Mae/343-3548 

42              5.3  5.0 

3,163 

4.2 

0.45 

2,500 

B 

Payden  GNMA  Fund/572-9336 

4.6              5.2  5.0 

158 

4.0 

0.50 

5,000 

B 

USAA  GNMA  Trust/531-8448 

4.1               5.0  4.9 

497 

4.4 

0.49 

3,000 

MAXIMIZE 
YOUR  CASH. 


5.05  APY 

Complete  Savings  Account 


E  f traordinary 


E  {-TRADE 


etrade.com/maximize  |  (877)  929-2434 


Annual  Percentage  Yield  is  effective  7/18/07  and  is  subject  to  change.  A  $1  minimum  deposit  is  required  to  open  a  new  account.  Withdrawal  limits  apply.  Online  statements  required. 
The  E*TRADE  FINANCIAL  familv  of  companies  provides  financial  services  that  include  trading,  investing,  cash  management  and  lending. 

Banking  products  and  services  are  offered  by  E'TRAOE  Bank,  a  Federal  savings  bank.  Member  FDIC,  or  its  subsidiaries.  Bank  deposits  are  FDIC-insured  to  at  least  $100,000.  » .  J 
©  2007  E*TRADE  FINANCIAL  Corp.  All  rights  reserved.  fl) 


TRADE  AT  THE 
BIG  KIDS'  TABLE. 


Power 


E#TRADE  Pro 


E  ftraordinary     PE  tTRADE 

Power  E*TRADE  Pro 

for  Active  Traders  getpoweretrade.com  I  (800)  731-5226 

Get  started  with  100  commission-free  stock  and  options  trades1 


r  details  and  important  information  about  Power  E*TRADE,  please  visit  getpoweretrade.com. 

Commission-free  trade  offer  applies  to  new  Power  E*TRADE  accounts  opened  with  $1,000  minimum  deposit.  The  new  account  holder  will  receive  a  maximum  of  100  free  trade 
•nmissions  for  each  stock  or  options  trade  executed  within  30  days  of  the  opening  of  the  new  qualified  account.  You  will  pay  the  Power  E*TRADE  commission  rate  at  the  time  of 
:  trades  ($9.99  for  stock  and  options  trades — plus  an  additional  75«  per  options  contract).  Your  account  will  be  credited  $9.99  per  stock  or  options  trade  within  eight  weeks  of 
alifying  (excluding  options  contract  fees).  Other  commission  rates  apply  to  customers  who  trade  less  than  30  times  a  quarter  or  maintain  less  than  $50,000  in  linked  E*TRADE 
counts.  Account  must  be  opened  by  December  31,  2007. 

curities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 

stem  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

2007  E*TRA0E  FINANCIAL  Corp.  All  rights  reserved. 


md  returns  is  attributable  to  portfolio  skill.  Mostly  the  differences 
ive  to  do  with  costs  and  portfolio  maturity.  Long-term  bonds  do 
ell  when  interest  rates  decline.  Short-term  bonds  hold  up  better  when 
.tes  rise.  These  discrepancies  are  a  pure  and  simple  reflection  of  the 
ithmetic  connecting  yields  to  prices. 
Nowadays  bond  analysts  look  not  at  portfolio  maturity  but  at 


"duration."  This  is  a  modified  maturity  that  takes  into  account  not  only 
the  number  of  years  you  have  to  wait  for  your  principal  but  also  the 
time  to  each  coupon  payment  Duration  is  a  slightly  better  measure  of 
sensitivity  to  interest  rate  fluctuations  than  maturity.  A  longer  duration 
means  more  price  volatility;  a  shorter  duration  means  less  volatility. 

Taxable  Short-Term 


PERFORMANCE 
UP  DOWN 

^       FUND/800  PHONE 


TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED        12  MONTHS 


ASSETS        AVERAGE        EXPENSES  MINIMUM 
SEC  7/31/07        DURATION  PER  INITIAL 

YIELD  (SMIL)  (YEARS)  $100  INVESTMENT 


Fidelity  Intermediate  Bond/343-3548 


4.5% 


4.8% 


4.8%  $8,258 


3.6 


$0.46 


$2,500 


Fidelity  Intermediate  Govt  Income/343-3548 


4.1 


5.1 


4.3 


698 


3.3 


0.45 


2,500 


Vanguard  Short-Term  Bond  lndex-lnv/662-7447 


3.6 


5.4 


4.9 


5,871 


2.5 


0.18 


3,000 


Vanguard  Short-Term  Federal-lnv/662-7447 


3.8 


5.3 


4.8 


2,647 


2.1 


0.20 


3,000 


Vanguard  Intermediate  Bond  lndex-lnv/662-7447  5.1 


5.9 


5.1 


Taxable  Medium-Term 


6,490 


5.9 


0.18 


3,000 


Vanguard  Intermed  Inv  Grade-lnv/662-7447 


5.2 


6.0 


5.3 


5,606 


5.0 


0.21 


3,000 


Baird  Aggregate  Bond-lnst/792-2473 


5.3 


6.1 


4.9 


534 


NA 


0.30 


25,000 


Vanguard  LifeStrategy  Income/662-7447 


5.2 


8.8 


NA 


1,795 


4.1 


0.25 


3,000 


Taxable  Long-Term 


Vanguard  Long-Term  Bond  Index/662-7447 


6.3 


6.2 


5.3 


2,417 


10.6 


0.18 


3,000 


Vanguard  Inflation-Protected  Secs-lnv/662-7447  6.5 


4.5 


2.4 


10,531 


6.0 


0.20 


3,000 


Vanguard  L-T  Investment  Grade-lnv/662-7447 


6.2 


5.9 


5.7 


5,832 


11.0 


0.25 


3,000 


American  Century  Inflation-Adj  Bond-lnv/826-8323  6.0 


3.9 


See  footnotes  on  page  205. 


4.4        1,084  6.4  0.49  2,500 

For  more  rated  funds  go  to  www.forbes.com/fundsurvey; 
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Municipal  Bond  FundS  are  free  from  federal  taxes; 
some  are  also  exempt  from  state  and  local  taxes.  As  such,  they 
tend  to  have  lower  payouts  than  Treasury  and  corporate  bonds. 
Many  munis  are  vulnerable  to  the  alternative  minimum  tax 

Junk  Bond  Funds  have  a  higher  payout  as  compensation 
for  the  extra  risk,  but  they  are  also  more  volatile  than  other  bond 


funds.  FORBES  rates  the  performance  of  these  funds  similar  to  the 
way  that  it  rates  stock  funds. 

Global  Bond  Funds  offer  a  blend  of  U.S.  and  foreign 
debt.  Fluctuations  in  currency  exchange  rates  or  issuer  defaults  cai 
impact  returns.  Some  global  bond  funds  hedge  against  currency 
swings,  offering  just  the  diversity  of  interest  rates. 


J 


Junk 


PERFORMANCE 

TOTAL  RETURN 

ASSETS 

AVERAGE 

EXPENSES 

MINIMUM 

ur 

UUVVN 

6-YEAR 

LATEST 

SEC 

7/31/07 

DURATION 

PER 

INITIAL 

4 

♦ 

FUND/800  PHONE 

AMMI  IAI  l7Fn 

1 1  months 

1 L  IVIUI*  1  nj 

YIELD 

(SMIL) 

(YEARS) 

$100 

INVESTMENT 

D 

A 

T  Rowe  Price  High  Yield/638-5660 

8.4% 

7.3% 

7.2% 

$3,859 

4.4 

$0.77 

$2,500 

A 

Fidelity  Capital  &  Income/343  3548 

1  A  C 

lO.b 

6.1 

9,172 

NA 

0.77 

2,500 

B 

c 

Fidelity  High  Income/343-3548 

7.9 

6.1 

7.0 

4,830 

NA 

0.77 

2,500 

D 

A 

Westcore  Flexible  Income/392-2673 

7.9 

8.1 

6.6 

258 

4.4 

0.85 

2,500 

■wn^Am   i—i  tin-— ■  ri>  »■  ff  ■OwjapyA.i  I  ■  iiwiHWMrti  ■  i  iTfci  to  Waif  M 

Taxable  Global  Bond 

Payden  Emerging  Markets  Bond/572-9336 

11.9 

8.9 

6.4 

161 

6.8 

0.80 

5,000 

B 

A 

Fidelity  New  Markets  Income/343-3548 

13.8 

6.6 

5.9 

2,150 

NA 

0.91 

2,500 

A+ 
D 

A 
A 
A+ 

T  Rowe  Price  Emerging  Mkts  Bond/638-5660 

14.0 

8.5 

7.1 

637 

7.6 

0.98 

2,500 

American  Century  Intl  Bond-lnv/826-8323 

9.8 

5.9 

2.9 

1,689 

6.2 

0.82 

2,500 

6,649 

Municipal  Short-Term 

2.2           0.16  3,000 

Vanguard  Limited-Term  Tax-Exempt-lnv/662-7447 

2.9 

3.6 

3.5 

Fidelity  Short-Intermediate  Muni/343-3548 

3.1 

3.5 

3.2 

1,547 

3.0 

0.49 

10,000 

Vanguard  Short-Term  Tax-Exempt-lnv/662-7447 

2.4 

3.6 

3.4 

4,090 

1.1 

0.16 

3,000 

0 

A 

T  Rowe  Price  T-F  Short-lntermediate/638-5660 

2.9 

3.2 

3.3 

523 

3.2 

0.51 

2,500 

Municipal  Medium-Term 


B  B 

B 


1  Vanguard  High- Yield  Tax-Exempt-lnv/662-7447 

4.8 

4.1 

4.1 

6,124 

5.4 

0.17 

3,000 

|  Fidelity  Intermediate  Muni  Income/343-3548 

4.4 

4.0 

3.5 

1,945 

5.0 

0.43 

10,000 

USAA  Tax-Ex  lntermediate-Term/531-8448 

4.4 

3.8 

3.6 

2,814 

5.0 

0.56 

3,000 

|  Vanguard  Intermediate  Tax-Ex-lnv/662-7447 

3.9 

4.0 

3.8 

15,661 

4.9 

0.17 

3,000 

Municipal  Long-Term 


1  vA'ii 

Fidelity  Municipal  Income/343-3548 

5.1 

4.2 

3.6 

4,694 

6.5 

0.47 

10,000 

T  Rowe  Price  Summit  Muni  Income/638-5660 

5.2 

4.2 

3.7 

461 

5.6 

0.50 

25,000 

T  Rowe  Price  Tax-Free  High  Yield/638-5660 

5.5 

4.3 

4.1 

1,576 

5.3 

0.72 

2,500 

EX 

USAA  Tax-Exempt  Long-Term/531  -8448 

5.2 

3.8 

3.7 

2,416 

5.4 

0.55 

3,000 

Municipal  One-State 


(  Vanguard  Calif  Long-Term  T-E-lnv/662-7447 

4.8 

4.1 

4.0 

2,921 

5.9 

0.16 

3,000 

Vanguard  Mass  Tax-Exempt/662-7447 

4.4 

4.2 

3.9 

660 

6.1 

0.14 

3,000 

Vanguard  NJ  Long-Term  Tax-Ex-lnv/662-7447 

4.6 

4.5 

3.9 

1,768 

6.4 

0.16 

3,000 

Fidelity  New  York  Muni  lncome/343-3548 

4.8 

4.0 

3.6 

1,410 

6.9 

0.48 

10,000 

Vanguard  Penn  Long  Term  T-E-lnv/662-7447 

4.7 

4.4 

3.9 

2,437 

6.1 

0.16 

3,000 

192 
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For  more  rated  funds  go  to  www.forbes.com/fundsurvey/ 


When  you  entrust  your  corporate  event  to  a  managed  Internet  service  provider,  you  deserve 
ie  assurance  of  veteran  performance.  iBAHN®  has  successfully  delivered  seamless  Internet 
conference  services  for  some  of  the  largest  corporate  events  from  Boston  to  Beijing  -  from 
single  venues  to  multiple  globally  linked  sites.  When  it's  time  to  put  on  your  annual 
conference  we'll  make  sure  your  network  executes  with  the  same  speed  and 

reliability  you'd  have  back  at  the  home  office. 


Best  of  all,  we  care  about  security  just  as  much  as  you  do.  That  is  why  iBAHN  maintains  its 
own  network  and  provides  exclusive  VPN  certification  for  your  company,  making  your 
data  as  secure  in  Helsinki  as  it  is  at  the  head  office.  All  of  this  translates  into  a 

simple  bottom  line:  you  can  trust  us. 

Don't  let  a  technology  glitch  upstage  you  at  your  next 
event-  choose  iBAHN.  Call  800.848.8168  today 

or  visit  www.ibahn.com. 


iBAHN 
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Perhaps  more  than  any  other  sport,  golf  is  a  game  that  is  deeply  rooted  in  its  traditioi 
of  i         there  are  many.  Not  the  least  of  these  is  the  generosity  of  spirit  displayed  h 

those  who  love  the  game. 


T 


\wo-time  Master 
To  urnament 
champion  Ben 
Crenshaw  once  explained 
that  he  admired  Old  Tom 
Morris,  the  longtime  profes- 
sional at  St.  Andrews  and  the 
winner  of  four  British  Opens,  for 
just  that  reason. 

"He  was  deeply  beloved  by  the 
caddies,"  says  Crenshaw.  "After  a 
round,  if  he  had  a  few  extra  shillings,  he 
would  give  them  to  the  caddies.  He  had  a 
kindness  for  them." 

Through  the  years,  there  have  been 
countless  examples  of  such  generosity.  It  is  impossible  to  even 
imagine  the  number  of  caddies  or  junior  golfers  who  went  on  to 
college  or  success  in  business  because  of  the  helping  hand  —  or 
gentle  nudge  —  offered  by  an  older  golfer  who  took,  an  interest 
in  them. 

It  is  that  desire  to  help  the  next  generation  that  is  at  the  heart 
of  The  First  Tee,  which  celebrates  its  10th  anniversary  this  year 
and  is,  by  any  measure,  a  remarkable  success  story. 

A  Noble  Mission  With  an  Increasingly 
Strong  Following 

The  First  Tee,  an  initiative  of  the  World  Golf  Foundation, 
was  born  in  1997.  Its  broad  goal  was  to  introduce  young  people 
from  diverse  socioeconomic  backgrounds  to  golf,  and  every 
major  golf  organization  in  the  U.S.  —  the  PGA  TOUR.  United 
States  Golf  Association,  the  PGA  of  America  and  the  Ladies 
Professional  Golf  Association,  as  well  as  the  Augusta 
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TEN  YEARS  OF 
REMAKABLE 

SUCCESS 


National  Golf  Club 
was  a  founding  part 
Realizing  the  import; 
of  the  program,  corpc 
America  pitched  in,  I 
prominently  in  the  case 
partners  such  as  the  Shell 
Company,  the  founding  corpc 
partner;  PricewaterhouseCoo 
LLP:  and  the  Royal  Bank  of  Scods 
Dennis  Nally.  the  chairman  and  st 
partner  of  Pricewaterhouse  Coopers  I 
explains  why  his  firm  feels  so  strongly  al 
its  commitment  to  The  First  Tee. 
"PricewaterhouseCoopers  is  proud  to  positively  impact 
lives  of  young  people  through  our  ongoing  relationship 
The  First  Tee,"  he  says.  "Many  of  the  values  that  The  I 
Tee  teaches  are  the  same  values  that  we  embrace  as  a  firn 
PricewaterhouseCoopers,  we  believe  that  the  lessons  of 
are  the  lessons  of  life  —  and  this  belief  is  at  the  cor 
The  First  Tee's  mission.  We  look  forward  to  our  contin 
collaboration  for  the  benefit  of  today's  youth." 

Often  collaborating  with  state  and  local  government. 
First  Tee  provides  learning  facilities  in  which  kids  can  1 
the  basics  of  the  game.  But  that  is  only  a  part  of  what 
First  Tee  is  all  about.  The  First  Tee  Life  Skills  Experis 
offers  a  detailed  curriculum  focused  upon  the  fundamei 
of  self-management,  interpersonal  communication,  set 
goals,  mentoring  and  conflict  resolution. 

All  this  is  simply  put  in  The  First  Tee's  mission  staten 
which  delineates  its  main  goal  as  "To  impact  the  lives  of  yc 
people  by  providing  learning  facilities  and  educational  progi 


there  are 
moments  when 
golf  is  everything 
that  life  is.* 


What  can  this  great  game  teach  you? 
To  be  patient. 

That  good  strategy  and  hard  work  are  tough  to  beat. 
That  adversity  can  be  overcome  if  you  believe  in  yourself. 

Golf  is  a  cauldron  for  character-building  whether  you 
are  a  professional  or  first-time  amateur. 

That  is  why  we  are  so  drawn  to  the  game. 

We  are  proud  supporters  of  The  First  Teef 

which  brings  the  game  to  young  people  of  all  backgrounds 

who  may  never  have  had  the  opportunity  to  play  it. 

Golf  teaches  you  about  sports  and  life,  and,  if  you  pay  attention, 
it  will  teach  you  more  than  a  little  about  yourself. 


"connectedthinking 
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17  PricewaterhouseCoopers  LLP.  All  r j< 
ership)  or,  as  the  context  requires  the 

>endent  legal  entity,  'connectedthinking  Coopers  LLP  (US).  The  Fir: 
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that  promote  character  development  and  life-enhancing  values 
through  the  game  of  golf." 

The  value  and  importance  of  The  First  Tee  are  recognized 
by  two  men  who  support  its  goals:  former  President  George 
Bush,  who  serves  as  honorary  chairman,  and  Jack  Nicklaus,  a 
National  Trustee. 

Two  years  ago,  Nicklaus  spoke  before  the  U.S.  House  of 
Representatives  Committee  on  Education  and  the  Workforce 
and  presented  his  deeply  held  beliefs  about  the  role  golf —  and 
The  First  Tee  —  can  play  in  shaping  young  people's  destinies. 

"Golf  is  a  wonderful  vehicle  for  teaching  life  lessons," 
Nicklaus  said.  "But  sometimes  it  is  the  people  you  meet  in  the 
game  of  golf  that  guide  you  to  the  most  important  lessons. 

"The  First  Tee  uses  the  game  of  golf  to  teach  youngsters 
skills  that  enable  them  to  incorporate  positive  values  into  their 
behaviors,"  he  added.  "The  First  Tee  is  based  upon  nine  core 
values:  honesty,  responsibility,  respect,  judgment,  courtesy, 
perseverance,  integrity,  confidence  and  sportsmanship,  and  our 
Life  Skills  curriculum  ensures  that  every  youngster  who  comes 
to  The  First  Tee  is  taught  more  than  the  game  of  golf. 

"At  a  time  when  we  need  to  do  everything  we  can  to  pro- 
mote positive  values  in  our  children,  particularly  thinking 
beyond  themselves  and  caring  for  others,  The  First  Tee  has 
adopted  that  mission  and  is  doing  it  effectively." 

Former  President  Bush  was  equally  eloquent  in  making  his 
case  for  The  First  Tee  when  the  initiative  was  launched  nearly 
ten  years  ago: 

"Those  of  us  who  share  an  enthusiasm  and  appreciation 
for  the  game  of  golf  recognize  that  it  is  truly  unique  in  the 
sporting  world,"  Bush  said.  "Not  only  is  golf  the  sport  of  a 
lifetime,  but  in  many  ways  it  is  a  lesson  in  life. 

"Golf  is  unique  in  the  lessons  it  teaches.  It's  a  game  of 
honor,  integrity  and  good  sportsmanship,"  he  added.  "Golf  is 
governed  by  the  players  themselves,  who,  by  sticking  to  the 
spirit  and  disciplines  of  the  game,  gain  the  personal  fulfillment 
of  pride,  self-esteem  and  self-discipline." 

Exceeding  All  Expectations 

Given  the  support  the  program  has  received  over  the  past 
decade,  perhaps  its  success  shouldn't  be  surprising.  Still,  as  Joe 
Louis  Barrow,  Jr.,  The  First  Tee's  executive  director,  points 
out,  the  program  didn't  lack  critics  early  on. 

"There  were  a  lot  of  skeptics  in  the  early  years  who  didn't 
think  we'd  even  be  around  in  ten  years,"  he  says.  "We  have 


clearly  exceeded  our  expectations  and  have  begun  to  tl 
about  what  The  First  lee  will  mean  in  2010  and  2015." 

To  say  that  The  First  Tee  is  still  around  is  certainb 
understatement.  Just  consider  that: 

•  The  First  Tee  has  introduced  the  game  of  golf  and  its  va| 
to  more  than  1.5  million  youngsters  in  47  states  and 
international  locations. 

Each  summer,  The  First  Tee  offers  two  life  skills  and  I 
ership  academies  teaching  youth  development  initiativ«| 
some  150  youngsters  ages  13-17. 

The  First  Tee  National  School  Program™,  launchet 
2003,  strives  to  establish  a  lifelong  interest  in  goll 
engaging  young  people  in  a  structured  golf  curriculum 
promotes  personal  character  development  within  a  phy: 
education  setting.  It  has  reached  500,000  students  in  n| 
than  1,600  elementary  schools  (in  70  school  districts) 
trained  more  than  1,500  physical  education  teachers. 
The  program  currently  has  205  independent,  nonp 
chapters;  more  than  260  golf-learning  facilities;  and  » 
800  affiliated  golf  courses. 

•  The  First  Tee  Scholars  Program  currently  has  25  colty 
and  universities  that  offer  a  range  of  merit-based  scholars! 
There  are  122  scholars  in  the  program,  which  had  its 
graduating  class  in  May. 

•  Some  750  full-  and  part-time  staff,  200  full-  and  part-t 
coaches,  850  PGA  and  LPGA  teaching  and  touring  pre 
sionals,  and  more  than  3,700  volunteers  comprise  The  I 
Tee  network. 

The  First  Tee  has  a  special  importance  for  the  PGA  TC 
and  its  commissioner,  Tim  Finchem. 

"The  real  importance  of  the  program  is  that  each  child  \ 
comes  to  a  chapter  of  The  First  Tee  has  a  meaningful 
quality  experience,"  says  Finchem.  "But  it  also  is  essential 
everyone  involved  with  The  First  Tee  believes  he  or  sh 
making  a  difference  by  working  with  these  youth." 

And  what  a  difference  it  is. 
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Canon  products.  For  performance  you  can  always  count  on.  while  it  may  not  seem 
obvious,  there's  actually  an  important  connection  between  PGA  TOUR  players  and  Canon  office  solutions. 
TOUR  players  can't  perform  without  the  best  clubs  and  business  people  can't  perform  without  the  best  technology, 
i/hich  explains  why  the  PGA  TOUR  depends  on  Canon  office  products  to  get  information  to  those  who  need  it. 
ley  know  they  can  count  on  Canon's  high-performance  solutions  to  enable  people  to  work  the  way  they  need  to. 
I  of  which  is  why  Canon  is  the  category  leader  in  both  black-and-white  and  color 
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Mutual  Fund  Survey 


Among  the  100  largest  domestic  stock  funds,  all  categories — including  value,  growth,  large  cap  and 

small  cap — suffered  significant  losses  over  the  past  four  weeks.  _^ 


Largest  Stock  Funds 


TfflAI  RFTIIRN 

MEDIAN 

COST  H 

1/21 IQA 

7/3 1/06 

7/19/07 

ASSETS 

WEIGHTED 

MARKET 

MAXIMUM 

DRAG  |< 

TO  7/31/07 

TO 

TO 

TAX 

7/31/07 

AVERAGE 

CAP 
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FUND/800  PHONE 

ANNUALIZED 

7/31/07 

8/16/07 

EFFICIENCY 

($BIL) 

P/E 

($BIL) 

CHARGE 

$  1 00  I 

mi 

American  Funds  Growth  Fund  America-A/421-4120 

13.1% 

17.4% 

-8.9% 

2 

$182.5 

19 

$38.9 

5.75% 

$0.68  1 

c 

Vanguard  500  lndex-lnv/662-7447 

10.4 

16.0 

-9.0 

4 

122.3 

17 

52.3 

no  load 

0.18  | 

c 

Vanguard  Total  Stock  Mkt  lndex-lnv/662-7447 

10.3 

16.3 

-9.3 

3 

97.8 

17 

28.1 

no  load 

0.20  1 



B 

American  Funds  Invest  Co  of  America-A/421-4120 

11.5 

14.9 

-7.3 

5 

91.2 

17 

71.9 

5.75 

0.57  1 



B 

American  Funds  Washington  Mutual  lnvs-A/421-4120 

11.7 

15.8 

-7.9 

4 

86.0 

16 

71.5 

5.75 

0.59  | 

B 

Fidelity  Contrafund/343-3548 

12.5 

17.6 

-8.6 

3 

72.6 

19 

36.8 

closed 

0.90  | 

A 

Dodge  &  Cox  Stock  Fund/621-3979 

14.7 

14.7 

-10.5 

4 

69.2 

16 

49.6 

closed 

0.54  1 



C 

SPDR  Trust-1/ETF 

10.2 

16.0 

-8.9 

3 

57.0 

17 

55.9 

no  load 

o.i  up 

B 

Vanguard  Windsor  ll-lnv/662-7447 

11.9 

16.0 

-9.6 

5 

51.6 

15 

42.6 

no  load 

0.40  | 

C 

Davis  New  York  Venture-A/279-0279 

12.1 

14.0 

-9.3 

2 

48.0 

16 

41.8 

4.75 

0.89  1 

B 

American  Funds  Fundamental  lnvestors-A/421-4120 

12.5 

18.2 

-10.2 

4 

45.8 

16 

36.7 

5.75 

0.63  1 

C 

Fidelity  Magellan  Fund/343-3548 

8.7 

18.3 

-10.9 

5 

42.8 

20 

24.2 

closed 

0.68e 

A+ 

Fidelity  Low-Priced  Stock/343-3548 

15.3 

18.2 

-11.9 

4 

39.0 

15 

3.8 

closed 

0.88 

D 

Fidelity  Growth  Company/343-3548 

11.2 

22.3 

-7.9 

1 

32.5 

24 

18.7 

closed 

1.04 

C 

Vanguard  Primecap  Fund-lnv/662-7447 

14.2 

17.5 

-9.6 

3 

32.4 

20 

31.9 

closed 

0.49 

B 

Fidelity  Equity-lncome/343-3548 

10.7 

17.2 

-9.6 

5 

32.0 

15 

55.0 

no  load 

0.71 

C 

Fidelity  Spartan  US  Equity  lndex-lnv/343-3548 

10.3 

16.1 

-8.9 

4 

29.1 

17 

51.5 

no  load 

0.09€ 

B 

American  Funds  Amcap  Fund-A/421-4120 

11.5 

17.1 

-6.7 

2 

27.0 

20 

29.8 

5.75 

0.68e 

A 

Vanguard  Health  Care-lnv/662-7447 

17.3 

6.3 

-5.4 

5 

26.6 

22 

31.2 

closed 

0.27 

A 

Franklin  Mutual-Shares-A/342-5236 

12.3 

16.7 

-9.7 

4 

25.2 

16 

27.3 

5.75 

1.21 

B 

Vanguard  Windsor  Fund-lnv/662-7447 

10.9 

18.6 

-11.5 

5 

24.0 

15 

41.2 

no  load 

0.44 

B 

Fidelity  Growth  &  Income/343-3548 

9.2 

14.3 

-10.5 

5 

22.8 

15 

46.4 

no  load 

0.69 

A 

Fidelity  Value  Fund/343-3548 

12.7 

19.6 

-11.4 

4 

22.1 

19 

9.4 

no  load 

0.74 

A 

T  Rowe  Price  Equity  Income/638-5660 

11.7 

16.2 

-9.0 

5 

21.5 

16 

38.3 

no  load 

0.72 

A 

Vanguard  Mid-Cap  lndex-lnv/662-7447 

♦ 

18.3 

-12.2 

3 

20.6 

18 

6.9 

no  load 

0.23 

American  Funds  American  Mutual-A/421-4120 

10.5 

16.1 

-7.6 

5 

20.5 

17 

43.3 

5.75 

0.58 

B 

Lord  Abbett  Affiliated  Fund-A/874-3733 

11.2 

10.9 

-9.1 

5 

20.5 

18 

57.3 

5.75 

0.87 

B 

Columbia  Acorn  Fund-A/345-661 1 

13.9 

19.5 

-9.9 

3 

20.3 

24 

2.9 

5.75 

1.10 

C 

T  Rowe  Price  Growth  Stock/638-5660 

10.7 

21.0 

-10.0 

2 

19.8 

20 

41.9 

no  load 

0.80 

C 

Legg  Mason  Value  Trust-P/577-8589 

13.9 

15.3 

-10.8 

1 

19.3 

20 

37.0 

no  load 

1.726 

A 

VanKampen  Comstock  Fund-A/42 1-5666 

12.5 

12.1 

-7.7 

4 

19.2 

17 

64.9 

5.75 

0.85 

PowerShares  QQQt-Series  1/ETF 

♦ 

29.9 

-10.0 

2 

19.1 

23 

31.5 

no  load 

0.24e 

1 

Fidelity  Blue  Chip  Growth/343-3548 

8.1 

16.0 

-8.3 

2 

18.6 

23 

49.0 

no  load 

0.63 

Hartford  Capital  Appreciation-A/800-2000 

♦ 

22.7 

-12.4 

3 

18.3 

18 

35.6 

5.50 

1.39e 

Fidelity  Spartan  500  lndex-lnv/343-3548 

10.3 

16.1 

-8.9 

3 

17.2 

17 

54.2 

no  load 

0.10 

B 

iShares  S&P  500  Index/ETF 

♦ 

16.0 

-8.9 

4 

16.6 

17 

55.1 

no  load 

0.106 

T  Rowe  Price  Mid-Cap  Growth/638-5660 

14.1 

24.0 

-9.6 

3 

16.4 

22 

5.5 

closed 

0.93 

B 

Fidelity  Dividend  Growth/343-3548 

12.2 

15.6 

-7.3 

3 

16.3 

17 

70.8 

no  load 

0.66 

•C 

Fidelity  Mid-Cap  Stock/343-3548 

♦ 

21.9 

-12.5 

3 

15.4 

20 

6.8 

closed 

0.72 

C 

Calamos  Growth-A/823-7386 

17.6 

19.6 

-11.4 

2 

14.9 

27 

16.0 

4.75 

1.28 

c 

Vanguard  Small-Cap  lndex-lnv/662-7447 

10.6 

15.1 

-10.7 

2 

14.9 

19 

1.6 

no  load 

0.24 

D 

Vanguard  Growth  lndex-lnv/662-7447 

10.1 

19.1 

-9.0 

2 

14.8 

21 

36.1 

no  load 

0.23 

D 

Vanguard  Extended  Mkt  lndex-lnv/662-7447 

10.7 

16.7 

-10.9 

2 

13.8 

20 

2.3 

no  load 

0.26 

B 

Putnam  Fund  for  Growth  &  lncome-A/225-1 581 

9.2 

13.1 

-10.9 

4 

13.8 

13 

38.0 

5.25 

1.03 

e 

Selected  American  Shares-D/243-1 575 

12.7 

14.0 

-9.5 

2 

12.6 

15 

43.9 

no  load 

0.60 

c 

Vanguard  Value  lndex-lnv/662-7447 

10.8 

14.0 

-9.3 

4 

12.5 

14 

54.6 

no  load 

0.22 

A 

Vanguard  Energy  Fund-lnv/662-7447 

17.3 

19.7 

-14.1 

5 

12.4 

11 

47.4 

no  load' 

0.28 

c 

Vanguard  Explorer  Fund-lnv/662-7447 

10.7 

16.8 

-11.0 

3 

12.0 

21 

2.2 

closed 

0.62 

A+ 

Longleaf  Partners  Fund/445-9469 

13.9 

21.0 

-11.0 

4 

11.8 

17 

23.4 

closed 

0.96 

D 

Janus  Fund/525-3713 

8.2 

19.9 

-8.5 

1 

11.7 

21 

44.2 

no  load 

1.01 

See  footnotes  on  page  205. 
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Economic  growth  challenges  extremism 


akistan's  economy  is  booming,  despite  going  virtually  unno- 
ticed in  the  world  coverage  of  the  country's  tumultuous 
jbles  in  recent  months. 

While  international  attention  has  focused  on  the  battles 
ween  the  government  of  President  Pervez  Musharraf  and  • 
ban  insurgents  in  the  tribal  lands  of  the  North-West  Frontier 
vince,  foreign  direct  investment  increased  by  $2  billion  in 
financial  year  just  ended. 

Economic  growth  has  averaged  7%  in  the  past  four  years, 
J,  significantly,  in  the  same  period  development  expenditure 
|  risen  by  a  massive  155%,  from  $2.5  billion  to  $6.5  billion. 
The  federal  budget  for  this  year  continues  to  emphasize 
'elopment  expenditure  for  transport  and  housing  and  other 
as  aimed  at  improving  the  quality  of  life  for  the  lowest- 
ome  groups.  The  view  of  Pakistan's  leading  capital  markets 
%  AKD  Securities,  is  that  this  "should  accelerate  employ- 
nt  and  personal  income,  while  laying  the  foundations  of 
elerated  infrastructure  improvement." 
The  challenge  for  the  administration  is  to  ensure  the  effec- 
;  utilization  of  this  expenditure  through  improvements  in 
Cementation,  transparency  and  accountability. 
While  economic  growth  has  been  buoyant,  a  series  of 
itical  crises  have,  in  the  eyes  of  many  international 
servers,  put  the  continued  leadership  of  the  pro-Western 
sident  in  doubt  and  placed  a  question  mark  over  the  stabil- 
of  the  world's  second-largest  Islamic  nation. 
The  country's  lawyers  led  mass  demonstrations  protesting 
sident  Musharraf's  suspension  of  Chief  Justice  Iftikhar 
ihammad  Chaudhry,  and  this  apparent  widespread  public 


unrest  continued  until  the  president  reinstated  him  in  July. 

At  the  same  time,  Taliban  insurgents  and  al  Qaeda  terror- 
ists across  the  Afghan  border  increasingly  infiltrated  Pakistan, 
further  challenging  the  president's  authority. 

Then  rebel  gunmen  attempted  to  assassinate  the  president 
by  firing  on  his  plane  as  it  took  off  from  a  military  airfield, 
while  militant  mullahs  and  their  radical  fundamentalist  student 
supporters  took  hostages  and  attacked  troops,  laying  siege  to 
the  Red  Mosque  in  the  center  of  Islamabad. 

International  consternation  at  these  developments  was 
such  that  some  analysts  expressed  fears  that  President 
Musharraf  might  lose  power  and  the  country's  nuclear 
weapons  might  fall  into  the  hands  of  Islamic  extremists. 

Those  closer  to  Pakistan's  economic  realities,  however,  find 
these  challenges  to  the  government's  authority  less  alarming. 
They  emphasize  that  since  the  president  took  control  of  the 
country  in  1999,  Pakistan  has  enjoyed  greater  administrative 
stabiMty  and  economic  success  than  at  any  other  time  in  the 
60  years  that  have  elapsed  since  independence  from  Britain 
in  1947. 

The  current  administration  has  restructured  the  tax  system, 
trade  and  tariff  regulations,  and  banking  and  financial  sectors. 
It  has  accompanied  these  reforms  with  deregulation,  liberaliza- 
tion, and  a  vigorous,  successful  program  of  privatization  and 
fiscal  transparency. 

Pakistan's  middle-class  intellectuals  and  international 
observers  may  bemoan  the  current  lack  of  democracy,  say  the 
government's  supporters,  but  the  country's  economic  growth  is 
now  one  of  the  fastest  in  Asia.  It  has  attained  strong  export 

B  (continued  on  next  page) 
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Privatization 
attracts  foreign 
investors 


Foreign  direct  investment  in  Pakistan 
has  doubled  to  a  record  $7  billion  in 
the  past  four  years.  Today,  there  are 
more  than  600  multinational  companies 
operating  in  the  country  and  benefiting 
from  the  economy's  dynamism. 

"Not  a  single  foreign  company  has 
lost  money  from  a  business  point  of 
view,"  says  Humayun  Akhtar  Khan,  min- 
ister for  commerce.  "Oil  companies,  gas 
companies,  consumer  goods  companies, 
pharmaceuticals,  and  information  and 
communication  technology  companies 
are  all  taking  advantage  of  the  huge 
opportunities  opening  up  here." 

There  has  been  extensive  privatiza- 
tion of  public  enterprises.  Of  more  than 
160  public  institutions  that  have 
returned  to  the  private  sector  since 
1991,  most  have  done  so  during 
President  Musharraf's  administration. 

Economic  growth 

(continued  from  previous  page) 

performance,  reduced  its  debt  burden 
and  achieved  a  comfortable  level  of  for- 
eign exchange  reserves.  The  stock  market 
has  been  buoyant  and  domestic  demand 
is  sustaining  the  growth  momentum. 

"A  major  shift  has  occurred  since  the 
present  government  came  to  power 
eight  years  ago  and  drafted  a  blueprint 
that  broke  the  bureaucratic  licensing 
regime,"  says  Nadeem  Naqvi,  chief  exec- 
utive of  AKD  Securities.  "This  unleashed 
the  potential  of  the  corporate  sector." 

As  a  consequence,  gross  domestic 
product  has  doubled  to  more  than  $130 
billion.  A  quarter  of  the  population  still 
lives  below  the  poverty  line,  but  this 
number  has  failen  by  10%  since  2001, 
and  the  number  of  middle-class  con- 
sumers has  increased  markedly. 

"When  people  come  here  for  the 
first  time,"  says  Humayun  Akhtar  Khan, 
minister  for  commerce,  "they  may  expect 
to  see  long-bearded,  turbaned  men  car- 
rying guns,  and  veiled  women  shying 
away  at  the  sight  of  strangers,  but  they 
will  see  nothing  like  that  in  the  main 
cities  of  Pakistan." 

On  the  contrary,  they  will  find  a 


Pakistan  State  Oil  (PSO),  the  coun 
try's  largest  fuel  marketing  company, 
in  the  process  of  privatization,  having)  jji 
successfully  transformed  into  a  profit 
making  enterprise  over  the  past  six 
years.  In  that  time,  the  company  has 
invested  $115.9  million  in  upgrading 
obsolete  gas  stations  and  the  rest  of 
infrastructure,  while  also  recruiting 
qualified  professionals. 

"In  2001,  there  was  only  one  comj 
puter  in  the  head  office,"  says  Jalees 
Ahmed  Siddiqi,  chief  executive  of  PSO 
"Now  we  have  a  completely  online  en 
ronment  and  we  have  increased  our  p 
fessional  staff  from  16%  to  54%.  Our 
competition  has  increased  from  three 
companies  to  seven,  but  in  spite  of  th. 
we  have  increased  our  market  share 

PSO  has  also  announced  record 
profits  after  tax  of  $1 .242  million,  up 
by  33%  over  the  previous  year. 

In  the  financial  sector,  internationi 
banks  have  been  quick  to  take  advan- 
tage of  the  successful  privatization 
process.  Until  a  few  years  ago,  85%  c 
the  sector  was  in  the  hands  of  the  sta 
and  penetration  was  low,  but  KASB 
Securities,  one  of  the  country's  oldest 
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buoyant,  modern  business  community 
fulfilling  the  country's  potential  as  a  cc 
duit  for  trade  and  building  free-trade 
deals  with  its  neighbors. 

Whatever  the  political  development* 
the  next  few  months,  the  business  com- 
munity is  placing  its  hopes  and  faith  in  1 
sustainability  of  the  economic  strides  th. 
have  been  achieved  in  the  past  eight  ye 

Pakistan  is  essentially  a  moderate 
country,  says  Khan.  "In  four  elections 
between  1985  and  1999,  the  extreme 
right-wing  religious  forces  were  reduo 
in  number."  The  country  wants  to  be 
democratic  and  moderate,  he  says.  It 
needs  encouragement  in  this,  and  for- 
eign investors  are  showing  the  way. 
"One  day  there  will  be  no  trouble  in 
Afghanistan,  and  that's  when  Pakistar 
will  be  the  route  to  western  China, 
Afghanistan  and  Central  Asia."  ❖ 


Michael  K, 
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stment  banking  brokerage  firms,  has 
.ome  years  been  a  partner  of  Merrill 
h.  This  year.  Standard  Chartered 
ABN  Amro  acquired  Pakistan  banks, 
other  international  institutions  are 
;cted  to  follow. 

vluhammad  Rashid  Zahir,  chief 
utive  of  the  Saudi  Pak  Industrial 
Agricultural  Investment  Company, 
ons  that  the  spate  of  mergers  and 
jisitions  dominated  by  foreign 
cs  will  lead  to  enhanced  competi- 
in  the  banking  sector. 
Saudi  Pak,  which  provides  a  range 
?rvices  including  project  finance, 
ty  investments  and  underwriting  of 
lie  issue  shares,  has  provided  financ- 
,/vorth  $683  million  to  more  than 
industrial  units  in  Pakistan  since  its 
ption  in  1982.  The  company's  asset 
?  today  is  worth  $1 .36  billion. 
Saudi  Pak  was  created  to  strengthen 
lomic  cooperation  between  Saudi 
)ia  and  Pakistan,  and  the  govern- 
its  of  the  two  Islamic  states  each 
6  a  50%  share.  "The  trickle-down 
bt  of  sustained  7%  growth  is  bene- 
g  ordinary  Pakistanis,  and  this  is 
■cted  in  a  58%  increase  in  per  capita 


"Unlike  our  neighbors,  we  have  opened  all  our 
economic  sectors  without  any  restrictions,  allowing 
repatriation  of  initial  capital,  profits,  dividends  and 
technical  fees." 


Zahid  Hamid,  Minister  for  Privatization  and  Investment 

income,  from  $586  to  $925  in  the  past 
five  years,"  says  Zahir. 

Like  the  banking  sector,  the  tele- 
com, real  estate,  transport  and  con- 
sumer goods  sectors  are  also  attracting 
international  companies.  One  of  the 
elements  behind  this  international  inva- 
sion, says  Zahid  Hamid,  minister  for  pri- 
vatization and  investment,  is  that  the 
government  operates  a  level  playing 
field  for  foreign  and  local  investors  and 
allows  100%  ownership. 

"Unlike  our  neighbors,  we  have 
opened  all  our  economic  sectors  with- 
out any  restrictions,  allowing  repatria- 
tion of  initial  capital,  profits,  dividends 
and  technical  fees,"  he  says. 

The  growth  in  foreign  direct  invest- 
ment, he  adds,  "shows  that  foreign 
investors  are  unperturbed  by  the  politi- 
cal and  religious  agitation."  ❖ 
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Sixty  years  o! 
and  full  of  youth 

As  Pakistan  marks  the  60th  anniver- 
sary of  its  birth  as  a  nation,  its  hopes 
for  the  future  lie  in  its  young  people. 
More  than  80%  of  its  164  million  popu- 
lation are  below  the  age  of  40. 

"This  young  and  dynamic  population 
is  already  fueling  the  consumer  boom," 
says  Zahid  Hamid,  minister  for  privatiza- 
tion and  investment.  "The  purchase  of 
motorcycles  is  growing  by  27%  a  year, 
cars  by  21  %  and  televisions  by  8%.  There 
is  tremendous  growth  potential." 

The  late  blooming  of  Pakistan's  econ- 
omy is  reflected  in  the  successes  of  the 
Hashoo  Group  of  companies,  headed  by 
Sadruddin  Hashwani.  His  family  business 
goes  back  four  generations  and  became 
the  nation's  largest  cotton  trader  until 
most  of  it  was  nationalized  in  the  1970s. 

Today,  the  Hashoo  Group  is  a  con- 
glomerate that  owns  nine  hotels,  includ- 
ing the  Karachi  and  Islamabad  Marriott 
hotels  and  the  Pearl  Continental  hotel 
chain,  as  well  as  a  range  of  companies 


engaged  in  oil  and  gas  exploration  and 
production,  information  technology,  min- 
ing, ceramics,  pharmaceuticals  and 

tourism. 

With  more  than  four  decades  of  busi- 
ness behind  him,  Hashwani  finds  the 
Musharraf  administration's  policies  encou- 
raging. The  president,  he  says,  has  the 
vision  to  bring  enlightened  moderation  to 
Pakistan,  and  the  world  needs  to  know 
about  the  progress  Pakistan  is  making. 


on  Pakistan  and  showing  tremendous 
confidence  in  its  economy. 

The  Millat  Group  is  one  company  t)  -c 
typifies  the  economic  progress  Pakistan 
making.  Established  in  1964  by  a  local 
family,  Millat  is  a  market  leader  in  the 
agricultural  machinery  sector,  commart 
ing  half  of  all  tractor  sales.  Nationalize 
in  the  1970s,  it  was  privatized  in  1991 
when  its  employees  bought  it  from  the 
government.  Since  then,  sales  have  m 


Clive  Webster, 

regional  director  of  "This  young  and  dynamic  population 
Marriott  Hotels,        already  fueling  the  consumer  boom. 

Pakistan,  says  the  com-  Zahid  Hamid,  Minister  for  Privatization  and  Investm 

pany's  strategy  is  to 

than  trebled,  and  it  is  delivering  over 
27,000  tractors  a  year. 

"We  are  producing  tractors  that  a 
perhaps  the  cheapest  in  the  world,"  s 
Sikandar  Khan,  Millat's  chairman.  "Til 
biggest  factor  in  our  success  has  been 
localization  -  producing  90%  to  95% 
the  tractor  parts  in  our  local  industry." 

Millat's  aim  now  is  to  forge  a  partnj 
ship  that  will  enable  the  company  to 
undertake  product  research  and  develc 
ment,  diversify  into  commercial  vehicle! 
and  eventually  attain  a  global  role.  ❖ 


keep  its  hotels  in  top  condition  by  making 
capital  investments  in  the  latest  technol- 
ogy and  by  paying  attention  to  detail. 

Junaid  Ashraf,  general  manager  of 
the  Pearl  Continental,  Karachi,  the  coun- 
try's oldest  five-star  hotel,  is  overseeing  a 
major  redesign  that  will  give  the  hotel  a 
new  40-story  building  with  400  more 
rooms  and  first-class  facilities. 

Ishrat  Husain,  former  governor  of  the 
state  bank,  says  global  investors,  fund 
managers  and  financial  institutions  from 
all  over  the  world  are  looking  favorably 


c 
ser 

it 
•c 

ft 
k 

■: 

(ft 
ft 

UCE 

Die 

Sti 


- 

DC 
Sti 


ial  advertising  section 


"he  China  connection  boosts  optimism 


akistan's  ace  card  in  its  international 
?conomic  affairs  is  the  free-trade 
?ement  with  China  that  came  into 
ct  in  July. 

"Our  friendship  with  China  is  migh- 
than  the  Himalayas  and  deeper  than 
Arabian  Sea,"  says  Zahid  Hamid, 
Stan's  minister  for  privatization  and 
stment,  with  understandably  proud 
erbole. 

The  two  countries  have  agreed  to 
jce  tariffs  on  each  other's  exports  and 
ipen  economic  zones  in  each  of 
stan's  provinces,  where  they  will 
slop  mutual  projects  in  manufactur- 
and  export-oriented  sectors.  They 
s  also  launched  a  five-year  program 
icrease  the  volume  of  bilateral  trade 
15  billion,  based  on  equal  exports. 
The  trade  deal  underscores  Pakistan's 
ital  location.  Situated  between  two 
it  neighbors,  India  and  China,  it  can, 
>ugh  Gwadar  Port  in  southwestern 
stan,  link  Central  Asia  and  China  to 
Persian  Gulf  and  the  Indian  Ocean, 
/ard  to  the  Gulf  States  of  the  Arabian 
insula,  and  still  further  to  Africa, 


South  Asia  and  Europe. 

Another  of  Pakistan's  valuable  eco- 
nomic cards  is  its  mineral  resources.  The 
country  has  vast  reserves  of  coal,  zinc, 
lead,  phosphates,  oil  and  gas.  From  its 
natural  reserves,  it  is  producing  3  billion 
cubic  feet  of  gas  daily,  while  oil  produc- 
tion is  around  60,000  barrels  per  day. 
Amanullah  Khan  Jadoon,  minister  for  nat- 
ural resources  and  petroleum,  says  the 
government  welcomes  international  com- 
panies to  help  explore  its  mineral  riches. 

One  such  company  with  a  long  his- 
tory of  exploration  and  production  in 
Pakistan  is  Orient  Petroleum  International 
Incorporated  (OPII),  a  private  enterprise 
that  produces  around  100  million  cubic 
feet  of  gas,  2,500  barrels  of  oil  and  60 

Another  of  Pakistan's 
valuable  economic  cards 
is  its  mineral  resources. 

The  country  has  vast 

reserves  of  coal,  zinc, 

lead,  phosphates, 
oil  and  gas. 


tons  of  liquefied  petroleum  gas  per  day. 

"In  one  of  our  fields,  we  have  hydro- 
gen sulfide  in  the  gas,  so  we  extract  sul- 
fur as  well  and  produce  60  tons  of  sulfur 
per  month,"  says  Anwar  Moin,  chief 
operating  officer. 

Three  years  ago,  OPII  was  transformed 
from  a  U.S. -based  company  into  an  off- 
shore enterprise  to  give  the  company 
greater  flexibility  regarding  the  interna- 
tional areas  in  which  it  can  operate. 

OPII  currently  holds  interests  in  13 
domestic  fields,  including  five  discoveries 
near  the  southeastern  city  of  Mirpur 
Khas  in  the  Sindh  Province  and  five  dis- 
coveries in  the  Khipro  concessions,  also 
in  Sindh. 

According  to  Moin,  OPII  plans  to 
expand  its  oil  and  gas  exploration  and 
production  activities  worldwide  through 
joint  ventures.  It  is  already  active  in 
Kazakhstan  and  is  targeting  central  and 
north  Africa.  "Here  in  Pakistan,  we  have 
a  different  approach.  Since  we  have  our 
base  and  expertise  here,  we  acquire  the 
block,  and  then  we  might  consider  bring- 
ing in  joint-venture  partners,"  he  says.  ❖ 


The  Moving  Spirit  Of  The  Nation 


Pakistan  State  Oil  has  been  a  leading  player  in  the  national  energy  market 
for  over  30  years.  Its  innovative  business  approach,  extensive  infrastructure, 
state-of-the-art  technology  for  customer  service  and  committment  to  corporate 
social  responsibility  put  PSO  at  the  forefront  in  shaping  Pakistan's  development. 


Pakistan  State  OH 

www.psopk.com 
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Where  giving  is  a  family  tradition 


One  aspect  of  Pakistan  not  widely 
known  in  the  West  is  the  extent  to 
which  both  new  and  old  money  oils  the 
wheels  of  business  and  the  economic 
well-being  of  the  community  at  large. 

The  new  money  comes  from  leading 
companies'  sense  of  social  responsibility, 
while  the  old  money  derives  from  family 
businesses  dating  back  to  "before  parti- 
tion," which  is  how  Pakistanis  still  refer  to 
the  1947  division  of  Britain's  colonial  India 
into  the  Muslim  state  of  Pakistan  and  the 
largely  Hindu  state  of  postcolonial  India. 

"When  the  government  has  failed  to 
deliver,  philanthropy  has  managed  to  get 
there,"  says  Nadeem  Naqvi,  chief  execu- 
tive of  AKD  Securities,  the  country's  lead- 
ing capital  markets  firm. 

He  cites  the  2005  earthquake  as  an 
example.  "During  the  initial  three  months 
following  the  catastrophe,  contributions 
to  the  President's  Earthquake  Relief  Fund 
reached  $1  billion  just  through  local 
donations,  way  before  the  foreign  donor 
conference  took  place,"  he  says. 

One  of  Pakistan's  leading  philan- 
thropic institutions  is  the  Hashoo 


Foundation,  which  was  created  in  1988 
by  Sadruddin  Hashwani,  chairman  of  the 
Hashoo  Group,  to  maintain  his  family 
tradition  of  philanthropy. 

Under  the  direction  of  his  daughter 
Sara  Hashwani,  herself  a  successful  busi- 
nesswoman, the  foundation  has  just 
been  restructured  to  bring  under  one 
umbrella  three  Hashoo  Group  philan- 
thropic organizations:  Umeed-e-Noor, 
which  is  committed  to  the  wel- 
fare of  children  with  mental  and 
physical  disabilities;  HOAP,  which 
addresses  the  needs  of  the 
underprivileged  in  marginal  com- 
munities; and  the  foundation 
itself,  which  among  many  other  activities 
operates  schools  for  underprivileged 
communities. 

The  aim  is  to  alleviate  poverty  and 
empower  the  underprivileged  with  edu- 
cational and  social  services  that  will 
enable  them  to  be  self-sustaining,  says 
Ms.  Hashwani.  "I'm  particularly  inter- 
ested in  providing  social  enterprises  that 
will  help  disadvantaged  communities  by 
following  a  business  model  that  is  bene- 


ficial and  profitable,"  she  says. 

One  such  project  is  a  marble- 
polishmg  program  that  provides  vocatioi 
al  skills  in  a  fully  sustainable  business  uti 
lized  by  major  hotel  chains.  Another 
promotes  organic-farm  cooperatives  in 
remote  areas  where  500  families  procb 
5  5  tons  of  honey  and  fruits,  which  the 
Hashoo  Group's  hotels  buy  and  use 

The  foundation  has  awarded  scholai 
ships  to  795  impoverished  out-of-schoq 
children  since  1999. 


■ 


"When  the  government  has 
failed  to  deliver,  philanthropy 
has  managed  to  get  there." 

Nadeem  Naqvt,  Chief  Executive,  AKD  Security 


"We  have  ongoing  projects  such  as 
spinal-cord  injury  program  in  the  area  hi 
by  the  2005  earthquake,  and  a  widows] 
livelihood  program  that  supplies  goats, 
which  provide  milk  for  her  own  family's i 
use  and  to  help  generate  income,"  says| 
Ms.  Hashwani. 

The  foundation  is  also  providing  hosi 
pitality  training  for  318  women  that  will 
equip  them  with  life  skills  and  give  then! 
access  to  employment  opportunities.  ❖ 


/TFA 


AKD  Securities  (Pvt.)  Limited 


Dr.  Salman  Shah 


Pakistan  is  on  the  move. 
Now  it's  your  turn! 


Best  Equity  Brokerage  House 
(2005-2006) 
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AKD  SECURITIES  LIMITED 

Member  Karachi  Stock  Exchange 


Corporate  office:  606,  Continental  Trade  Centre,  Clifton  Block  8,  Karachi,  Pakistan. 

UAN:  1 1 1-253-1 1 1   Fax:586-7992  Email:  researcfi@akdsecurities.net  Website:  www.akdsecurities.net 
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Largest  Stock  Funds 


TOTAI  RFTURN1 


1/31/94 

7/31/06 

7/19/07 

TO  7/31/07 

TO 

TO 

FUND/800  PHONE 

ANNUALIZED 

7/31/07 

8/16/07 

TAX 
EFFICIENCY 


ASSETS 
7/31/07 
(SBIL) 


WEIGHTED 
AVERAGE 
P/E 


MEDIAN 
MARKET 
CAP 
(SBIL) 


COST 

MAXIMUM  DRAG 
SALES  PER 
CHARGE  $100 


c 

Oppenheimer  Main  Street-A/525-7048 

8.7% 

15.1% 

-8.5% 

3 

$11.6 

16 

$57.1 

5.75% 

$1.07 

B 

Third  Avenue  Value/443-1 021 

14.1 

15.9 

-9.5 

5 

11.3 

13 

10.7 

no  load 

1.12 

B 

Fidelity  Equity-Income  11/343-3548 

10.1 

15.8 

-8.4 

5 

10.8 

16 

52.1 

no  load 

0.86 

B 

Federated  Kaufmann  Fund-A/341-7400 

13.5 

30.6 

-9.5 

4 

10.7 

22 

3.6 

5.50 

2.15 

A 

NB  Genesis  Fund-lnv/335-9366 

14.9 

16.8 

-6.0 

3 

10.6 

21 

2.2 

closed 

1.07 

D 

American  Century  Ultra-lnv/826-8323 

7.3 

14.9 

-9.2 

2 

10.6 

23 

33.2 

no  load 

1.05 

B 

VanKampen  Growth  &  lncome-A/42 1-5666 

12.0 

13.2 

-9.0 

4 

10.6 

17 

57.5 

5.75 

0.84 

A+ 

T  Rowe  Price  Capital  Appreciation/638-5660 

12.2 

14.3 

-6.7 

5 

10.6 

17 

39.9 

no  load 

0.86e 

D 

Janus  Twenty  Fund/525-3713 

11.7 

22.0 

-10.4 

2 

10.4 

20 

45.9 

closed 

0.91 

iShares  Russell  1000  Growth  Index/ETF 

♦ 

19.2 

-9.4 

2 

10.4 

22 

33.0 

no  load 

0.24e 

•A 

MFS  Value  Fund-A/225-2606 

♦ 

16.3 

-8.2 

4 

10.3 

15 

55.3 

5.75 

1.20 

C 

Legg  Mason  P  Aggressive  Growth-A/577-8589 

13.0 

8.2 

-10.6 

1 

10.2 

16 

19.7 

5.75 

1.14 

C 

T  Rowe  Price  Blue  Chip  Growth/638-5660 

10.4 

20.1 

-9.2 

2 

10.1 

20 

44.1 

no  load 

0.87 

iShares  Russell  1000  Value  Index/ETF 

♦ 

13.3 

-9.4 

4 

10.1 

15 

48.7 

no  load 

0.23  e 

A+ 

Lord  Abbett  Mid-Cap  Value-A/874-3733 

14.0 

21.7 

-12.2 

4 

10.0 

19 

6.6 

closed 

1.08 

iShares  Russell  2000  Index/ETF 

♦ 

12.2 

-9.6 

3 

10.0 

20 

1.1 

no  load 

0.26e 

Fidelity  Disciplined  Equity/343-3548 

10.2 

15.8 

-11.2 

3 

9.9 

15 

38.2 

no  load 

1.02 

I 

1 

Vanguard  LifeStrategy  Growth  Fund/662  7447 

♦ 

16.7 

-8.2 

4 

9.7 

17 

32.5 

no  load 

0.28  e 

American  Funds  New  Economy-A/421-4120 

9.6 

25.0 

-9.4 

2 

9.5 

20 

21.7 

5.75 

0.88 

Vanguard  REIT  lndex-lnv/662-7447 

♦ 

-0.4 

-8.9 

5 

9.5 

36 

6.3 

no  loadr 

0.22 

t 

•  B 

MidCap  SPDRs/ETF 

♦ 

16.4 

-11.0 

2 

9.4 

19 

3.7 

no  load 

0.29e 

•D 

Vanguard  Capital  Opportunity-lnv/662-7447 

♦ 

25.6 

-9.7 

2 

9.4 

23 

11.2 

closed 

0.52 

D 

Fidelity  Capital  Appreciation/343-3548 

10.2 

19.3 

-12.5 

3 

9.3 

15 

15.1 

no  load 



1.18 

C 

T  Rowe  Price  Equity  Index  500/638-5660 

10.2 

15.8 

-9.0 

3 

9.2 

17 

52.4 

no  load 

0.36 

•A 

Hancock  Classic  Value-A/225-5291 

♦ 

11.2 

-9.8 

3 

9.0 

15 

39.0 

closed 

1.40 

C 

Excelsior  Value  &  Restructuring-Shs/446-1012 

15.1 

20.1 

-14.0 

2 

8.9 

16 

13.8 

no  load 

1.08e 

A 

DWS  Dreman  High  Return  Equity-A/621-1048 

12.7 

10.9 

-8.4 

4 

8.8 

13 

57.6 

5.75 

1.16 

D 

Fidelity  OTC  Portfolio/343-3548 

10.1 

35.7 

-9.0 

2 

8.8 

30 

16.8 

no  load 

0.81 

D 

Harbor  Capital  Appreciation-lnv/422-1050 

9.6 

15.7 

-9.4 

1 

8.7 

24 

55.1 

no  load 

1.21 

D 

Vanguard  Morgan  Growth-lnv/662-7447 

10.5 

20.6 

-10.7 

2 

8.6 

18 

22.1 

no  ioad 

0.53 

Allianz  NFJ  Dividend  Value-A/426-01 07 

♦ 

15.2 

-9.8 

5 

8.5 

14 

42.8 

closed 

1.22 

•C 

Schwab  S&P  500  Fund-Sel/435-4000 

♦ 

16.0 

-8.9 

3 

8.2 

17 

54.6 

no  load 

0.19 

JPMorgan  Mid  Cap  Value-A/480-41 1 1 

♦ 

13.9 

-9.8 

3 

8.2 

17 

7.5 

closed 

1.25 

Dow  Diamonds  Trust-1/ETF 

♦ 

20.3 

-8.0 

4 

8.2 

17 

115.8 

no  load 

0.1 8e 

•C 

Fidelity  Adv  Mid  Cap-T/877-208-0098 

♦ 

26.3 

-9.9 

4 

8.1 

21 

8.0 

closed 

1.55 

B 

BlackRock  Basic  Value-A/441  -7762 

10.7 

17.2 

-9.7 

5 

8.1 

16 

56.2 

5.25 

1.01 

D 

Oppenheimer  Capital  Appreciation-A/525-7048 

10.7 

20.0 

-9.9 

1 

8.0 

24 

29.6 

5.75 

1.23 

A 

Franklin  Mutual-Beacon-A/342-5236 

12.5 

18.8 

-9.2 

5 

8.0 

16 

23.9 

5.75 

1.21 

Fidelity  Adv  New  lnsights-T/877-208-0098 

♦ 

17.7 

-9.0 

- 

8.0 

20 

35.1 

closed 

1.43 

iShares  DJ  Select  Dividend  Index/ETF 

♦ 

♦ 

-7.5 

- 

7.9 

15 

15.2 

no  load 

0.40  e 

Goldman  Mid  Cap  Value-A/762-5035 

♦ 

14.5 

-12.4 

4 

7.9 

17 

7.2 

closed 

1.18 

C 

Vanguard  Growth  8t  lncome-lnv/662-7447 

10.6 

14.9 

-9.5 

3 

7.8 

15 

49.9 

no  load 

0.52 

Legg  Mason  Opportunity-P/577-8589 

♦ 

31.2 

-18.3 

2 

7.8 

18 

7.3 

no  load 

2.23e 

Pioneer  Fund-A/225-6292 

10.5 

14.8 

-9.6 

3 

7.8 

17 

37.6 

5.75 

1.13 

Fidelity  Leveraged  Company  Stock/343-3548 

♦ 

27.1 

-153 

3 

7.8 

14 

4.5 

no  load 

0.86 

•  B 

American  Beacon  Large  Cap  Val-PA/388-3344 

♦ 

16.1 

-9.2 

4 

7.8 

16 

50.3 

no  load 

0.97 

B 

RiverSource  Diversified  Equity  lnc-A/297-5300 

11.0 

18.5 

-10.8 

4 

7.8 

13 

43.1 

5.75 

1.15 

•B 

Vanguard  Strategic  Equity/662-7447 

♦ 

15.1 

-14.1 

4 

7.8 

15 

3.8 

no  load 

0.43 

Fidelity  Spartan  Total  Mkt  lndex-lnv/343-3548 

♦ 

16.4 

-9.3 

3 

7.7 

17 

26.6 

no  load 

0.10e 

Janus  Contrarian/525-3713 

♦ 

38.5 

-10.5 

3 

7.6 

22 

13.4 

no  load 

1.06 

ugh  July  31 .  'Fund  rated  for  three  periods  only  (two  for  junk  bond  funds);  maximum  allowable  grade  A.  *Fund  not  in  operation  for  full  period, 
on  of  expenses  by  fund  sponsor,  e:  Estimate,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  available  or  not 

For  more  rated  funds  go  to  www.forbes.com/fundsurvey/ 


:rformance  thro 
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Mutual  Fund  Survey 


Fund  Fundamentals 


What  matters  most  in  picking  a  mutual  fund?  A  lot  of  investors 
might  answer:  performance  record.  Our  perhaps  radical  answer: 
Past  performance  matters  a  lot  less  than  you  think.  It  is  a  very 
weak  indicator  of  future  performance.  Here  are  five  other  things 
to  contemplate  before  you  buy  a  fund. 

What  Kind  of  Fund? 

The  threshold  question  is  what  type  of  fund  to  own.  A  portfolio 
of  growth  stocks  would  be  a  good  choice  for  a  25-year  retirement 
holding  but  a  terrible  choice  for  money  you  will  need  to  spend 
five  years  from  now  on  college  tuition.  A  municipal  bond  fund  is 
fine  for  a  high-tax-bracket  saver,  possibly  worthwhile  for  a 
middle-bracket  saver  and  completely  irrational  for  a  tax- 
sheltered  account.  Some,  but  not  too  much,  of  your  allocation  to 
the  stock  market  should  be  invested  abroad,  perhaps  20%  to  30%; 
a  fraction  of  this  can  go  in  an  emerging-market  fund. 

How  Many? 

Avoid  holding  more  than  one  fund  within  each  asset  category. 
One  common  pitfall:  buying  mutual  funds  that  overlap.  For 
example,  holding  a  small-capitalization  stock  fund  along  with 
an  aggressive  growth  fund  will  likely  result  in  duplicate  hold- 
ings. The  same  goes  for  having  several  large-cap  stock  funds 
whose  stock  selections  cancel  one  another  out.  One  cheap 
index  fund  will  probably  outperform  a  collection  of  expensive 
large-company  funds. 

Funds  that  allocate  assets  across  categories — balanced 
funds,  for  example — simplify  the  diversification  process  for 
investors.  A  fund  blending  stocks  and  bonds  would  be  useful 
for  a  teenager  with  only  $3,000  to  save.  But  someone  with  more, 
especially  someone  in  a  high  tax  bracket,  would  do  better  with 


PERFORMANCE 
UP  DOWN 


Forbes  Performance  Benchmarks 


FUND  TYPE 

BENCHMARK 

STARTING 

Domestic  Stock 

Standard  &  Poor's  500  Index 

1/31/94 

Foreign  Stock 

Morgan  Stanley  Capital  International  EAFE  Index 

2/28/91 

Global  Stock 

S&P  500  +  MSCI  EAFE  Index 

7/31/02 

Emerging  Markets  Stock 

MSCI  Emerging  Markets  Index 

7/31/97 

Balanced 

S&P  500  +  ML  Corporate  &  Government  Master  Index 

7/31/02 

Taxable  Bond 

Merrill  Lynch  Corporate  &  Government  Master  Index 

7/31/02 

Municipal  Bond 

Lehman  Brothers  Municipal  Bond  Index 

7/31/02 

Junk  Bond 

Merrill  Lynch  High-Yield  Bond  Index 

1/31/94 

Global  Bond 

Merrill  Lynch  Global  Bond  index 

7/31/02 

two  separate  funds.  If  one  category  goes  up  and  the  other  down, 
it  will  then  be  feasible  to  harvest  a  tax  loss  from  the  loser. 

What's  Your  Risk? 

The  problem  with  most  performance  measures  is  that  they  are) 
straight-line  sums  of  results  over  a  period  like  five  or  ten  years 

without  any  context.  Was  thej 
market  hot  or  cool  during  those  fivfl 
years?  That's  more  important  to| 
short-term  results  than  the  fund 
managers  skill. 

FORBES,  unlike  most  fund 
raters,  evaluates  funds  separately  ifl 
bull  and  bear  markets.  The  vast) 
majority  of  funds  do  well  in  onj 
environment  or  the  other,  but  not 
both.  The  two  grades  tell  you  a  lot! 
about  risk.  A  fund  (like  Fidelity-  Aggres^ 
sive  Growth)  rated  A+  in  up  markets  and  F 
in  down  ones  is  a  high-risk  fund.  It  was  near  the  top  of  the  raw 
five-year  performance  charts  in  January  2000  but  proceeded  to 
do  miserably  in  the  next  five  years.  An  F/A  fund  (like  the  Clipper 
Fund)  is  lower  in  risk. 

We  said  that  past  performance  is  only  a  weak  indicator  o£ 
future  performance.  That's  true  because  there's  such  a  large 
element  of  chance  on  Wall  Street,  on  which  stocks  do  best  and) 
whether  we're  in  a  bull  or  a  bear  market.  But  past  investment 
styles  are  a  good  predictor  of  future  ones.  A  buyer  of  high-risk 
technology  stocks  is  likely  to  remain  that  way,  and  a  conserva-> 
tive  investor  in  value  stocks  is  likely  to  remain  in  value  stocks.! 
So  the  separate  performance  grades  do  have  predictive  value.  Ifl 

you  can't  withstand  a  shellacking 
in  the  next  market  spill,  you 
shouldn't  be  in  an  A+/F  fund.  But 
don't  ask  us  to  predict  whether  a 
bear  or  a  bull  market  is  around  thi 
corner.  We  don't  know. 

For  U.S.  equity  funds  we  grade 
performance  in  four  full  market 
cycles  of  the  S&P  500.  Our  measur- 
ing period  for  domestic  stock  funds 
starts  Jan.  31,  1994,  the  beginning 
of  the  first  downturn.  Stock  fun 
that  have  weathered  only  thre 
bullish  or  bearish  stretches  get 
provisional  grade  (which  we  in 
cate  with  a  "•"  svmbol).  Those 


licc 

* 

ose 


206      FORBES      SEPTEMBER  17,  2007 


lose  histories  don't  stretch  back  for  at 
ist  three  bullish  or  bearish  runs  don't  get 
ided. 

We  treat  foreign  stock  funds  in  a 
;hion  similar  to  domestic  funds  but 
nchmark  their  performance  against 
e  Morgan  Stanley  Capital  Interna- 
>nal  EAFE  Index  of  foreign  stocks 
stead  of  the  S&P  500. 

FORBES  grades  some  funds  over  a  five- 
ir  period  in  which  we  treat  each  month 
either  bullish  or  bearish,  depending 
on  the  performance  of  the  underlying 
iex.  We  benchmark  U.S.  taxable  bond 
ids  against  the  Merrill  Lynch  Corporate 
Government  Master  Index.  For  global 
ick  funds  we  use  a  blended  50/50  index 
the  S&P  500  and  EAFE  indexes. 

/hat's  the  Cost? 

>sts  come  in  three  forms.  First  is  the 
es  commission,  or  load.  This  might  be 
ned  at  the  beginning  or  end  of  your 
id  ownership.  It  doesn't  matter  when 
u  cough  up  the  money;  a  5%  subtrac- 
>n  from  your  account  hurts  the  same 
her  way. 

Then  there  is  the  annual  expense 
st,  the  levy  for  fund  management  fees 
d  overhead,  expressed  as  a  percentage 
a  fund's  assets. 

Last  are  the  costs  that  the  portfolio  man- 
;r  incurs  by  trading  in  and  out  of  stocks: 
mmissions  and  invisible  bid/ask  spreads, 
•mmissions  are  reported  in  the  fine  print 
financial  statements  that  funds  file  with  the 
rurities  &  Exchange  Commission.  The  rest 
the  transaction  cost — the  tendency  of  stock 
ces  to  move  away  from  a  trader — is  not 
)orted  and,  in  fact,  its  magnitude  is  much 
Dated  It  is  plausible,  however,  that  the  com- 
led  round-trip  transaction  cost — for  get- 
g  out  of  one  stock  and  into  another  — is 
the  neighborhood  of  1%.  A  stock  fund 
th  a  100%  annual  portfolio  turnover,  then, 
fighting  against  perhaps  a  1%  drag  in 
nsaction  costs.  This  is  on  top  of  standard 
penses,  which  might  be  another  1%.  All 
d,  the  manager  of  such  a  fund  has  to  de- 
er stock  picking  skill  worth  almost  2%  a 
ir  just  for  the  fund  to  tie  with  a  low-cost 
iex  fund. 

In  our  fund  tables  we  report  a  "cost 
ag,"  defined  as  the  sum  of  expenses  and 


commissions.  When  our  data  source,  the 
Lipper  unit  of  Reuters,  was  unable  to 
report  a  commission  figure,  we  estimated 
it  from  the  portfolio  turnover. 

What's  the  Tax  Bite? 

If  you  hold  a  fund  in  a  tax- 
able account,  what  matters  is 
how  much  is  left  after 
income  taxes.  We  calculate  a 
tax-efficiency  score — from 
1  (best)  to  5  (worst) — by 
comparing  gross  returns  to 
what  remains  after  subtract- 
ing federal  taxes  on  distribu- 
tions. Some  funds  are  better 
than  others  at  minimizing  tax 
burdens  on  their  customers, 
with  such  strategies  as  keeping  turnover 
low,  selling  losers  rather  than  winners, 
selling  winners  only  after  the  positions 
have  been  held  for  more  than  a  year,  look- 
ing for  dividends  that  qualify  for  the 
favorable  15%  rate,  and  attracting  new 


CAP 

TAX 
EFFICIENCY 

cc 

4 

3 

5 

2 

3  d 

investors  who  dilute  the  pot  of  realized 
gains  that  have  to  be  distributed.  In  our 
calculations  we  ignore  state  income  taxes, 
assume  the  fund  shareholder  is  in  the 
highest  federal  bracket  and  allow  for  taxes 
only  on  distributed  gains,  not  on  the 
unrealized  appreciation  in  the 
fund  shares. 

Our  Best  Buy  rankings, 
which  begin  on  page  176,  high- 
light funds  that  combine  low  cost 
of  ownership  with  good  risk- 
adjusted  results.  Our  Honor  Roll, 
on  page  170,  is  a  list  of  funds  that 
hold  up  well  in  bear  markets  and 
have  delivered  excellent  aftertax, 
afterload  results  over  the  past  13 
years.  The  table  on  page  198  scores 
the  100  largest  equity  funds.  For  lots  more, 
including  performance  grades  on  2,427 
mutual  funds  as  well  as  cost,  tax  and  efficiency 
scores  on  a  similar  number  of  funds,  go  to 
www.forbes.com/fundsurvey/.  F 
— John  Chamberlain  and  Scott  DeCarlo 


Your  Children  Will 
Inherit  Money. 

You  want  them  to  know  some- 
thing about  money. 

You  want  them  to  understand  the 
social  role  of  wealth. 

You  especially  want  them  to 
think  about  their  values  and  how 
to  be  responsible  with  their  wealth. 


ARE  THE 

Rich 

necessary? 


Great  Economic  Arguments 
and  How  They  Reflect  Our 
Personal  Values 


HUNTER  LfcWIS 


The  author  of  Are  the  Rich  Necessary? 
co-founded  a  global  investment  firm  and  has 
written  many  books  about  money  and  values. 


Available  now  from  AxiosPress.com 

and  from  leading  booksellers  everywhere 

$20.00  (hardcover)  •  ISBN  978-0-9753662-0-2 
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Stock  price 


Slow  and  Steady 

Nobody  knows  more  about  consumer 
than  PROCTER  &  GAMBLE  (65,  PG),  whosi 
marketing  skills  have  made  it  the  world 
largest  consumer-goods 
company  (Gillette  razors, 
Crest  toothpaste,  Pam- 
pers diapers,  et  al.).  P&G 
sells  300  brands  in  180 
countries.  In  the  fiscal 
year  that  ended  in  June,  it  had  a  typical] 
strong  advance,  with  earnings  up  19%  t 
$10.3  billion  on  $76  billion  in  sales. 

But  Wall  Street  needs  to  know  mor 
about  Procter,  whose  stock  performanc 
is  lackluster,  trailing  the  S&P  500  ove 
the  past  five  years.  AllianceBernstei 
analyst  Ali  Dibadj  thinks  the  marks 
doesn't  yet  appreciate  how  P&G's  proc 
uct  portfolio  has  changed  for  bette 
growth.  It  bought  Gillette  in  2005,  an 
the  deal's  cost  savings  now  are  startin 
to  boost  margins.  Plus,  he  expects  P& 
to  shed  slow-growing  units  like  Durace 
batteries.  At  a  21  P/E  it  is  in  line  with  tr 
sector.  — Godwin  Maidmet 

Hobbling 

How's  this  for  irony:  The  new  slogan 
SPRINT  NEXTEL  (19,  S)  is  "Sprint  Aheac 
America's  third-largest  wireless  carrier 
pouring  billions  into  its  WiMax  mobi 
broadband  network,  slated  for  a  so| 
launch  in  late  2007, 
followed  by  a  spring 
2008  rollout,  and  might 
fall  further  behind. 

After  the  messy  2005 
Sprint-Nextel  merger 
voice  quality  suffered  and 
subscribers  fled.  Earnings 
are  negative  thus  far  this 
year.  But  despite  Sprint  stock's  recent  tumb 
along  with  the  rest  of  the  market,  WiMa 
besotted  investors  have  been  patient 

•  They  shouldn't  be,  says  Richa 
Dineen,  an  HSBC  Global  Research  analy 
He  believes  WiMax's  service  will  be  spo 
and  its  speed  only  marginally  better  th 
that  of  existing  networks.  Its  P/E  of  1 
towers  over  those  of  rivals  Verizon  (2 
and  ATcVT  (20).  Short  the  stock. 

—Zack  O'Malley  Greenbi 
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A  vastly  entertaining  insider's  look 
at  today's  Big  Rich 


ALL  THE 

HOW  THE  FORBES  400 

MONEY 

MAKE— AND  SPEND^ 

IN  THE 

THEIR  FORTUNES 

WORLD 

PETER  W.  BERNSTEIN  AND  ANNALYN  SWAN 


From  Wall  btreet  to  the  West  Coast,  from  blue-collar  billionaires  to 
blue-blood  fortunes,  from  the  Google  guys  to  hedge  fund  honchos, 
All  the  Money  in  the  World gives  us  the  lowdown  on,  among  other  things: 

•  the  all-time  richest  Americans  the  trophy  wives 

•  who  made  and  lost  the  most  money  •  the  most  conspicuous  consumers 

•  the  biggest  risk  takers  the  biggest  art  collectors 

•  the  most  wasteful  family  feuds  the  most  and  least  generous  givers 

A  book  that  shows  how  the  superrich  succeed,  how  fortunes  are  made, 
saved,  enhanced,  and  sometimes  squandered.  A  vivid  and  revealing 
portrait  of  the  wealthiest  Americans  of  the  past  quarter  century. 


Portfolio  Strategy  >  Ken  Fisher 


THE  FALL 
2007  RALLY 


DON'T  LET  THIS  FALL'S  RALLY  WHIZ  RIGHT  BY  YOU 
before  you  take  a  close  look  at  stocks  from  Asia. 
The  midsummer  correction — at  one  point  on 
Aug.  16  the  Morgan  Stanley  World  Index  was 
down  12.5%  from  its  2007  high— provided  a  great 
time  to  get  into  stocks  on  the  other  side  of  the  dateline.  If  you 
don't  own  this  region,  now  is  the  time  to  get  in.  When  the  rally 
resumes,  Asia  will  lead.  These  stocks  are  to  this  market  what 
tech  stocks  were  to  the  mid-1990s. 

What  makes  me  so  sure  that  we're  in  a  rally,  not  a  long- 
running  decline?  Four  things.  The  first  has  to  do  with  the  shape 
of  a  bull  market  termination.  The  final  peak  does  not  arrive 
sharply.  It  tends  to  have  a  gentle  upward  slope,  as  the  final  but 
diminishing  round  of  suckers  is  drawn  in.  And  then  the  decline 
(usually)  begins  with  a  gentle  slope,  too  (October  1987  was  the 
exception  proving  the  rule — over  almost  instantly),  as  some  buy- 
ers continue  to  come  in  even  after  the  bull  market  is  over.  The 
bull  market  leading  up  to  the  July  16  peak  was  too  sudden  and 
the  plunge  too  sharp  to  presage  a  real  bear  market. 

Second,  bear  markets  don't  start  from  old  news.  In  this  case 
the  old  news  is  that  many  subprime  borrowers  are  going  to 
default  on  their  mortgages.  While  this  misfortune  is  still  unfold- 
ing, the  basic  facts  have  been  out  for  a  while.  A  fundamental  rule 
of  markets  is  that  old  news  runs  out  of  power.  It  takes  new 
information  to  move  stock  prices. 

Third,  it  usually  takes  a  severe  credit  crunch  to  set  a  genuine 
bear  market  in  motion.  This  credit  crunch,  at  least  for  corporate 
borrowers,  is  not  severe.  You  measure  crunch  by  the  spread  in 
yields  between  junk  bonds  and  Treasury  bonds  of  like  maturity. 
In  2000  that  spread  widened  by  three  to  four  percentage  points,  a 
harbinger  of  both  a  broad  tumble  in  stock  prices  and  an  eco- 
nomic contraction.  In  that  case,  moreover,  the  widening  spread 
came  atop  rising  Treasury  interest  rates —  i 
weak  corporate  borrowers  had  two  strikes 
against  them.  Contrast  that  with  what's  hap- 
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pening  now.  Junk  spreads  widened  by  only  a  percentage  poir 
before  going  back  the  other  way,  and  much  of  the  widenin 
was  from  a  fall  in  Treasury  rates,  hardly  bearish.  This  is 
phony  credit  crunch. 

Fourth,  the  media  always  jump  on  a  short-term  correctio: 
but  rarely  wake  up  to  a  long-term  bear  market  in  its  early  phased 
One  form  of  this  media  attention  is  trotting  out  the  perma-beafl 
to  deliver  their  "I  told  you  so"  speeches  to  the  TV  cameras,  wit) 
scenes  of  the  New  York  Stock  Exchange  running  in  the  back 
ground.  Generally  speaking,  the  friendly  interviewer  conductin| 
the  show  neglects  to  ask  the  bear  when  he  first  turned  bearis 
and  how  much  the  market  is  up  since  then. 

As  with  all  corrections,  a  few  months  from  now  we  will  a 
wondering  what  the  fuss  was  about.  And  Asian  and  Indian  stock 
will  be  much  higher.  Here  are  six  I  like. 

China's  Sinopec  Shanghai  Petrochemical  (57,  SHl)  sell 
chemicals  (such  as  the  raw  materials  for  plastics)  into  thi 
Shanghai  region.  The  stock  is  down  25%  since  May,  but  if  th| 
global  economy  remains  strong,  it  should  bounce  back  niceh 

Sinopec  Shanghai  sells  at  60? 
of  revenue  (which  will  be  $6.) 
billion  this  year)  and  abou 
nine  times  what  I  think  it  coulj 
earn  in  2008. 

Huaneng  Power  (41,  hnp)  i 
one  of  China's  largest  powe) 
generation  firms,  building  an< 
managing  power  plants  wit] 
interests  in  34  generatin 
stations,  17  of  which  are  wholl) 
owned.  The  stock  is  a  pure  pla| 
on  China's  growth  yet  at  1 
times  trailing  earnings  isn't  pricing  in  much  growth. 

India's  Infosys  Technologies  (45,  infy)  is  the  classic  offshor 
outsourcing  firm.  It  offers  a  full  array  of  data  processing  services 
from  help  desk  to  system  design.  Down  26%  from  the  peak,  i 
should  bounce  back.  At  20  times  2007  earnings  it's  affordable. 

The  Indonesian  telecom  firm  PT  Indosat  (36,  IIT)  has  leadin| 
shares  in  both  wired  and  wireless  connections  in  its  home  mar 
ket.  The  potential  is  surely  greater  than  is  implied  by  the  P/E  of  II 
(against  hoped-for  2008  earnings). 

Recently  privatized  (2005),  near-monopoly  Chunghwa  Tele 
com  (16,  CHT)  is  a  similar  story  for  Taiwan.  Having  fallen  16%  thi 
year,  it's  too  cheap  at  13  times  trailing  earnings.  As  the  worli 
market  bounces  back,  I  expect  Chunghwa  to  ring,  too. 

South  Korea's  LG  Philips  (22,  LPL)  may  be  the  world  leader  h 
liquid  crystal  displays,  including  the  kind  that  go  into  TV  set! 
It  combines  growth  with  an  earnings  turnaround  that  still  i 
early  but  coming  on  strong.  At  18  times  this  year's  earning 
(and  1.3  times  revenue)  this  leading  technology  firm  has 
great  future.  I 

Money  manager  Ken  Fisher's  latest  book  is  The  Only  Three  Questions  That  Count 
(John  Wiley,  2007).  Visit  his  home  page  at  www.forbes.com/fisher. 


Don't  you  be 
fooled  by  the 
unrest  in  the 
market.  This  is 
a  speed  bump. 
Time  to  buy 
stocks,  in  Asia. 
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Join  me  and  a  world-class  team  of 
financial  experts  for  in-depth 
presentations  and  hard-hitting  panels 
while  cruising  exotic  Asia. 


Crystal  Serenity  •  March  27-April  10,  2008 


The  Patient  investor  John  W.  Rogers  Jr. 


SUBPRIME  RISKS: 
OVERBLOWN 


THE  MARKET  HAS  GONE  HAYWIRE.  AS  I  WRITE,  THE 
Dow  Jones  industrial  average  has  experienced  14 
triple-digit  fits  and  starts  since  July  20.  Subprime  fears 
have  made  financial  stocks  even  more  volatile.  This 
pinball  effect  is  leaving  many  investors  feeling  skittish 
about  where  to  put  their  money.  During  tough  times  like  these  I 
stay  focused  on  the  areas  I  know  best,  which  keeps  me  calm  and 
confident  in  my  decisions. 

This  way  I  can  concentrate  on  what  matters  most:  underlying 
business  fundamentals.  And  I  don't  waste  time  worrying  about 
things  I  can't  control  or  predict,  like  what  sectors  will  be  in  vogue 
next  or  where  interest  rates  are  going. 

Warren  Buffett  and  Charles  Munger  have  dubbed  this  kind 
of  industry-specific  expertise  a  "circle  of  competence."  The  cir- 
cle's size  doesn't  matter  as  much  as  recognizing  its  boundaries. 
When  times  get  tough,  fear  leads  people  to  overdiversify  their 
investments  in  hopes  of  minimizing  losses.  Bad  idea. 

There  are  a  number  of  sectors  I  don't  buy  because  they  are 
outside  my  circle.  Maybe  some  people  can  consistently  predict 
commodity  prices.  I  can't,  so  I  don't  try.  Similarly,  you  won't  see 
me  investing  in  the  latest  and  greatest  technology.  The  rapid 
obsolescence  scares  me. 

On  the  other  hand,  financial  stocks  are  one  of  the  biggest 
weightings  in  my  portfolios.  As  a  professional  investor  for  25 
years  and  an  owner  of  an  investment  firm,  I  know  this 
area  firsthand.  So  for  me,  the  real  lesson  behind  a  circle  of 
competence  is  that  it  gives  me  the  courage  to  buy  and  hold 
stocks  during  market  dislocations  and  not  wait  for  things  to 
calm  down. 

City  National  (74,  CYN)  is  the  parent  of  City  National  Bank, 
a  premier  private  and  commercial  banking  franchise  in 
southern  California.  Originally  established  to  cater  to  the 
entertainment  industry,  City  National  today  has  62 
offices  that  serve  both  affluent  individuals  and  small 
to  midsize  businesses. 
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Since  it  is  headquartered  in  Los  Angeles,  one  of  the  epicer 
ters  of  the  real  estate  quake,  some  investors  are  troubled  by  trj 
banks  exposure  to  the  mortgage  imbroglio.  They  shouldn't  b 
I  believe  City  National  is  in  a  very  good  spot. 

I  like  City  National's  rigorous  credit  process  and  client  baa 
of  wealthy  individuals,  which  provide  important  insulatia 
from  the  subprime  drama.  You  won't  see  City  National  lenc 
ing  at  more  than  100%  of  a  home's  value,  which  some  banl^ 
have  done.  For  these  reasons  the  stock  has  hung  in  ther 
losing  only  2%  in  the  last  six  months,  while  the  KBW  Bail 
Index,  a  benchmark  of  24  large  banks,  is  down  9%  over  fh 
same  period. 

Given  the  company's  reputation  for  exception) 
client  service  and  a  strong  deposit  base,  I  believ 
City  National  should  be  able  to  keep  on  withstanc 
ing  headwinds.  Shares  trade  at  a  29%  discount  J 
my  $104  estimate  of  private  market  value. 

Investors  are  uneasy  about  financial  guarantor 
which  is  why  Assured  Guaranty  (26,  AGO)  is  off  15" 
from  its  June  high.  Th 
company  guarantees  sorrj 
securities  backed  indirectly  b 
subprime  mortgages — bi 
only  the  tranches  at  the  uppe 
end  of  the  credit  spectrum 
The  company  hasn't  cover© 
one  below  the  triple-A  lev* 
since  2003. 

In  July,  as  the  subprim 
firestorm  gathered  forc« 
Moody's  upgraded  Assure 
Guaranty's  credit  rating  to  Aai 
the  highest  level,  where  S&P  an 
Fitch  already  had  the  insurer.  Shares  trade  at  a  21%  discount  t 
my  $33  estimate  of  their  private  market  value. 

I  also  hold  HCC  Insurance  Holdings  (28,  HCC).  Very  little  of  i 
specialty  insurance  relates  to  mortgage  guaranty;  HCC  covers  ai 
array  of  lines  from  directors'  and  officers'  liability  to  aviation 
Despite  positive  earnings  and  crossing  $100  million  in  quarterl 
net  income  for  the  first  time,  HCCs  stock  is  down  13%  so  far  th 
year.  The  underwriting  risks  that  HCC  faces  are  not  a  factor  ii 
the  bearish  view.  Instead,  investors  fret  that  a  subprime  rippl 
effect  could  severely  impact  the  insurer's  investment  portfolio. 

What  investors  are  missing  is  that  HCC  s  portfolios  ar 
conservatively  invested,  with  the  majority  of  its  weightings  it 
top-tier  fixed-income  securities,  principally  rated  triple-/ 
Despite  the  negative  sentiment,  HCC  is  a  quality  company  witl 
strong  business  fundamentals. 

Management  refuses  to  compromise  on  standards,  even  whe 
pricing  is  soft  in  the  industry,  as  it  is  today.  The  company  trade 
at  a  32%  discount  to  my  $41  estimate  of  private  market  value. 


The  subprime 
mess  has  hurt 
all  financial 
stocks,  even 
ones  with  small 
exposure  to 
those  loans. 
Time  to  buy. 
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John  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of 
Chicago-based  Ariel  Capital  Management  LLC,  the  adviser  to  the  Ariel 
Mutual  Funds.  Visit  his  home  page  at  www.forbes.com/rogers. 


What  about  China?  There  is  great  opportunity  in  China,  but  it  takes  experience  to  find  it.  Since  1991, 
Morgan  Stanley  has  been  a  leader  in  bringing  Chinese  companies  to  the  international  capital  markets. 
We  were  the  only  foreign  securities  firm  to  help  set  up  China's  first  domestic  investment  bank,  and  to 
provide  U.S.  individual  investors  access  to  the  China  A  Shares  market.  If  you're  thinking  about  China, 
who  better  to  guide  you  than  the  people  who've  played  a  part  in  transforming  China's  economy?  Put  our 
experience,  access  and  insight  to  work  for  you. 


Ask  a  Financial  Advisor  today. 

Visit  morganstanley.com/WORLDWISE 
or  call  866.479.1836 


Capital  Markets 


TAKEOVER 
INSULATION 


ONE  REASON  FOR  WALL  STREET'S  FRENZY:  EPISODES 
of  fear  that  credit  will  dry  up  and  the  leveraged 
buyouts  that  have  energized  the  market  will  come 
to  an  end.  The  buyout  game  hinges  on  cheap,  tax- 
deductible  borrowings.  No  leverage,  no  buyouts. 
The  LBO  bunch  normally  has  an  appetite  for  debt  that  would 
shame  a  Sumo  wrestler. 

Well,  the  deal  era  is  hardly  over.  Private  equity  financiers  will 
find  some  way  to  get  the  capital  they  need.  Deals,  which  generate 
the  fat  fees  they  so  enjoy,  are  their  oxygen.  They're  sitting  on  tens 
of  billions  of  uninvested  client  dollars.  I've  never  heard  of  a  case 
where  they  returned  the  money  to  the  customers. 

And  if  they  do  hesitate,  watch  strategic  buyers  step  in.  That's 
Wall  Street  jargon  for  companies  that  buy  other  companies  with- 
out any  intention  of  flipping  them.  Corporate  America  still  has 
lots  of  cash;  the  aftertax  return  on  this  cash  is  low  compared  with 
the  earnings  yield  on  purchased  businesses;  and  there  are  lots  of 
strategic  reasons  to  combine,  like  getting  economies  of  scale  (wit- 
ness Whole  Foods  and  Wild  Oats). 

Leveraged  buying  is  good  news  for  shareholders  but  bad 
news  for  bondholders.  Maximizing  shareholder  value  often  min- 
imizes bondholder  value.  If  you  own  a  corporate  bond  that 
doesn't  have  covenant  protection  against  your  company's  being 
purchased,  whether  by  a  private  equity  or  a  strategic  buyer,  the 
purchase  is  likely  to  pile  on  a  mountain  of  debt,  which  reduces 
your  interest  coverage  and  the  possibility  of  repayment. 

It's  quite  possible  for  a  strong  business  operation  to  be  weak 
financially,  if  it's  buried  under  an  avalanche  of  debt.  That's  what 
happened  to  Spanish-language  media  empire  Univision  and 
hotel-casino  operator  Harrah's  Entertainment,  to  name  just  two. 
The  bond  buyer's  nightmare  is  waking  up  one  morning  to  buy- 
out news  and  seeing  his  nice  A-rated  corporate  bond  turned 
instantly  into  junk. 

The  way  to  protect  yourself  is  to  query  your 
broker  before  you  buy.  Ask  if  the  corporate 
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bond  has  a  "change  of  control"  provision.  This  bond  clause  allow 
you  to  sell  back  your  bond  to  the  issuer,  usually  at  a  price  of  $1.0 
on  the  dollar,  in  the  event  of  a  merger  or  corporate  takeover. 

A  year  ago  Harrah's  bonds  were  investment  grade  (BBH 
rating)  and  stood  a  good  chance  of  being  upgraded.  Then  la 
September  LBO  firm  Apollo  Management  said  it  would  bu 
the  company.  My  client  accounts  held  Harrah's  bonds,  speci 
ically  the  Harrah's  Entertainment  5.375%  due  Dec.  15,  201 
Right  after  the  Apollo  news  they  dropped  10%  in  value.  Ya 
guessed  it:  They  had  no  put  option  for  a  change  of  control. 

Contrast  what  happened  at  Equity  Office  Properties  after  th  n 
Blackstone  Group  announced  its  purchase  of  the  real  estat 
investment  trust  last  November.  All  the  bonds  my  clients  hel 
were  redeemed.  That's  because  Equity  Office,  like  most  REIT 
sold  its  bonds  with  strong  protections  for  the  bondholder 
Issuers  don't  make  these  promises  out  of  generosity.  They  mak 
them  to  keep  their  interest  costs  down. 

What  should  individual  investors  do?  Look  at  the  fine  prin 
Here  are  some  bonds  I  like,  all  with  change-of-control  protectiol 

Xerox  has  a  $1.1  billio 


5.5%  issue  due  May  15,  20K 
priced  at  $987  per  $1,000  I 
yield  5.82%  to  maturity.  Thes 
bonds,  which  once  carried  an 
rating,  plunged  to  a  BB-  junjl 
status  by  2002.  Too  much  deb 
too  many  management  mis 
steps  and  fearsome  competitio 
sank  credit  quality.  Slowly  am 
methodically  new  managemer 
rebuilt  the  business,  causing 
rebound  in  the  share  price  am 
a  return  to  investment  grade  fc 


A  debt-heavy 
buyout  could 
send  your 
bond  into  the 
tank.  So  be 
sure  it  has  a 
clause  to  make 
you  whole. 


the  bonds  (now  rated  BBB 
Perhaps  Xerox  has  recovered  so  smartly  that  a  strategic  buye 
might  find  it  a  perfect  fit.  As  Equity  Office  did,  Xerox  woui  r 
make  you  whole  at  $1,010  per  bond. 

The  Costco  Wholesale  5.3%  due  Mar.  15,  2012,  a  $900  m£ 
lion  issue  rated  A  by  Standard  &  Poor's,  are  priced  at  100.5 
Should  Costco  look  appetizing  to  an  acquirer,  the  bonds  will  pa 
off  at  $1,010  per  $1,000. 

Janus  Capital  Group,  the  mutual  fund  company,  has  a  $30 
million  issue  of  bonds:  the  Janus  6.25%,  due  June  15,  2012  an; 
rated  BBB-.  They  are  priced  at  $101  for  a  6%  yield  to  maturit 
The  change-of-control  premium  is  the  standard  1%.  These  bond 
also  have  another  protective  feature,  which  steps  up  the  coupon 
the  bond  rating  sinks  b'elow  investment  grade.  The  coupo 
increases  by  a  quarter  of  a  percentage  point  for  each  rating 
downgrade  notch  below  BBB-.  The  company  is  doing  well  nov 
but  it  was  in  considerable  turmoil  during  the  tech  crash  at  th 
turn  of  the  century.  The  step -up  is  a  nice  feature  to  have. 


Forbes 


Marilyn  Cohen  is  president  of  Envision  Capital  Management  Inc.,  a  Los  Angeles 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 
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Dparel 

Johnston  &  Murphy 
isit  www.johnstonandmurphy.com 

rea  Development 

I  Beijing  Economic-Technological 
evelopment  Area 
i.sit  www.bda.gov.cn 

utomotive 

i  Cadillac  Motor  Division 
adillac:  Break  Through! 
sit  www.cadillac.com 
Hummer 

UMMER  -  Like  nothing  else! 
sit  www.hummer.com 
'  Kia  Motors 
sit  www.kia.com 
Toyota 

>r  more  information  please  visit 
yota.com/usa  or  call 
800-GO-TOYOTA. 

nation 

Avantair 

ill  1-877-289-7180  or  visit 
ivw.avantair.com 

Bombardier  Flexjet 
ill  1-800-FLEXJET  or  visit 
vvw.flexjet.com 

Bombardier  Skyjet 
sit  www.skyjet.com 

Citation  Snares 
ill  1-800-340-7767  or  visit 
vvw.citationshares.com 

Dassault  Falcon  Jet 
ill  1-800-526-7071 

Flight  Options 

king  fractional  jet  ownership  to  a 
w  level  of  excellence, 
sit  www.flightoptions.com 
Gulfstream 

sit  www.gulfstream.com 
Hawker  Beechcraft 
sit  www.hawkerbeechcraft.com 
Hondajet 

sit  www.world.honda.com 
Netjets 

U]  1-877-356-5823  or  visit 
vw.netjets.com 

Priority  Club  Rewards 
sit  www.priorityclub.com 

Rockwell  Collins 
sit  www.rockwellcollins.com 

TAG  Aviation 

sit  www.tagaviation.com 


Business  Classified 
t  America  One  Funding 
Visit  www.AmOne.com/forbes 
^b  American  Diagnostic  Centers 
Visit  wwwamericandiagnosticcenters.com 
^b  Capital  Solutions 
Call  800-499-6179  or  visit 
www.4capitalsolutions.com 
^b  Capstone  Business  Credit,  LLC 
Call  1-212-755-3636  or  visit 
www.capstonetrade.com 
^b  Client  First,  LLC 
Call  1-509-966-0359 
^  Closets  By  Design 
Call  1-800-377-5737  or  visit 
www.closetsbydesign.com 
^  FX  Ventures,  LLC 
Visit  www.bestofforexfund.com 
^b  Indian  Point  Estate 
Call  1-868-723-2864  or  visit 
www.indianpointestate.com 
^  Insure.com,  Inc. 
Visit  www.insure.com 
^b  Macromark 
Call  1-845-230-6300  or  visit 
www.macromark.com 

Publishers  Guild 
Call  1-877-808-0892  or  visit 
^b  Sierra  Trading  Post 
Call  1-800-713-4534 
^  Steven  Sears  CPA/ Attorney 
Call  1-949-262-1100  or  visit 
www.searsatty.com 
^b  Strong  Travel  Services 
Call  1-800-747-5670 

Valef  Yachts 
Call  1-215-641-1624  or  visit 
www.valefyachts.com 
^b  Wilburn  Rach  Brokerage 
Call  1-541-421-5300 
^b  World  Wide  Business  Consultants 
Call  1-800-733-2191  or  visit 
www.corbettandkish.com 

Construction  &  Facilities  Management 

^b  Millat  Group 
Visit  www.millat.com.pk 

Consumer  Products/Services 

^  BP  p.l.c. 
Visit  www.bp.com 
^  Dow  Chemical 
Living.  Improved  daily. 
Visit  www.dow.com 

Diversity 

^b  The  Hashoo  Group 
Visit  www.hashoogroup.biz 


Environment 

Orient  Petroleum  International  Inc 
(OPII,  part  of  the  Hashoo  group) 
Visit  www.opii.com 

Golf 

PricewaterhouseCoopers 
Visit  www.pwc.com 

Hotels 

^b  Shangri-La  Hotels  and  Resorts 
Visit  www.shangri-la.com 

Insurance/Financial  Services 
^b  AKD  Group 

Visit  www.akdsecurities.net/index.html 

^  Pakistan  State  Oil  Company 

Limited  (PSO) 

Visit  www.psopk.com 

^  Raymond  James 

Call  1-800-248-8863  or  visit 

raymondjames.com 

^  Saudi  Pak  Industrial  and 

Agricultural  Investment  Company 

Visit  www.saudipak.com 

^b  T.  Rowe  Price 

Blue  Chip  Growth 

Call  1-800-541-8354  or  visit 

www.troweprice.com/start 

^  T.  Rowe  Price 

Equity  Income  Fund 

Call  1-800-541-8354  or  visit 

www.troweprice.com/start 

^b  T.  Rowe  Price 

Retirment  Fund 

Call  1-800-541-8354  or  visit 

www.troweprice.com/start 

^  Transamerica 

Call  1-800-pyramid  or  visit 

www.transamerica.com 

Payroll 

^b  American  Payroll  Association 
Visit  www.americanpayroll.org 
^b  Comdata 

Call  1-800-266-3282  or  visit 
www.comdata.com 

Technology 

^  Canon 

Call  1-800-OK-CANON  or  visit 
www.usa.canon.com 

Tourism 

Sentosa  Leisure  Group 
Visit  www.sentosa.com.sg 
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PUBLICITY  NOTICE  OF  U.S.  GOV'T  LEGAL  TENDER  FIRST  RELEASE 


%  WORLD  EXCLUSIVE:  These  photos  show  the  private  unveil- 
ing ceremonies  for  the  Official  Presidential  Money  Gallery  that 
exhibits  the  U.S.  Government's  new  Presidential  Dollar  Coins. 
The  World  Reserve  has  announced  it  is  handing  out  an  entire 
year  of  the  new  coins  free  to  everyone  who  beats  the  dead- 
line to  cover  the  $8  claim  for  the  Presidential  Money  Gallery. 


m  GIVEAWAY  BEGINS:  The  free  money  giveaway  begins  f 
all  readers  today.  The  World  Reserve  is  handing  out  an  enti 
year  of  coins  free.  But  don't  thank  the  government.  This  ma 
sive  $13  million  private  hoard  is  under  the  control  of  the  Wor 
Reserve  who  is  making  no  secret  about  advertising  its  plai 
to  hand  out  the  coins  to  residents  starting  at  8:30  a.m.  tod£ 


Public  gets  Presidential  coins  frei 

Everyone  who  claims  the  newly  revealed  Presidential  Money  Gallery  now  being  issue\ 
for  just  $8  gets  an  entire  year  of  the  new  Presidential  Dollar  Coins  Free 


By  DANIEL  G.  WOOD 

UNIVERSAL  MEDIA  SYNDICATE  

Have  you  heard  about  the 
free  money  giveaway  that's 
sweeping  the  nation? 

Well,  listen  up  because 
here  it  is. 

Everyone  who  gets  in  on 
this  will  be  among  the  first 
to  get  the  U.S.  Government's 
dazzling  new  Presidential 
Dollar  Coins. 

The  World  Reserve  has 
just  announced  it  is  hand- 
ing out  an  entire  year  of  the 
valuable  coins  free. 

These  valuable  coins  are 
being  given  away  free  to  ev- 
eryone who  beats  the  dead- 
line to  cover  shipping  and 
the  s8  claim  for  the  newly 
revealed  Presidential  Money 


Gallery. 

So,  what's  the  catch? 

Just  be  absolutely  sure  to 
call  in  your  claim  before  the 
7-day  deadline  if  you  want  to 
get  the  entire  year  of  coins 
free. 

This  is  all  happening  be- 
cause the  World  Reserve  is 
issuing  the  newly  revealed 
Presidential  Money  Gallery 
to  the  general  public  to  hold 
all  forty  of  the  U.S.  Govern- 
ment's first  ever  Presiden- 
tial Dollar  Coins.  Rations  of 
these  coins  are  uncertain 
because  each  dollar  is  only 
minted  for  just  93  days  and 
all  of  them  will  be  deliv- 
ered according  to  the  govt's 
release  schedule. 

"These  new  Presidential 


Coins  are  beyond  compare 
because  they're  actually 
carved  with  edge  lettering 
bearing  the  date,  Mint  mark, 
IN  GOD  WE  TRUST  and 
E  PLURIBUS  UNUM,  which 
results  in  the  coin's  rare 
tactile  feel,"  said  Director 
Aaron  T.  Stryker  from  the 
World  Reserve  Monetary 
Exchange. 

"Once  they're  gone,  they're 
gone  and  by  law  once  the  U.S. 
Government  shuts  off,  they 
will  never  be  minted  again. 
That's  why  the  World's  pre- 
mier private  numismatic 
exchange  is  widely  adver- 
tising its  plans  to  issue  the 
Presidential  Money  Gallery. 
We  want  to  make  absolutely 
sure  readers  of  this  newspa- 


per know  that  there  are  on 
7  days  left  on  this  announc 
ment  to  get  the  entire  ye 
of  Presidential  Dollar  Coi 
free,  in  never-circulated  co 
dition,"  Stryker  said. 

Those  who  get  in  on  tl 
free  giveaway  by  claii 
ing  the  World  Reserv 
exclusive  Presidential  Mon 
Gallery  will  be  able  to  she 
off  the  entire  collection 
all  40  of  the  U.S.  Preside 
tial  Coins.  That's  why  it's 
important  to  beat  the  7-d 
deadline  right  now. 

"At  the  rate  we  are  g 
ing  these  away  we  will 
forced  to  hand  out  mo 
than  $1  million  of  the 
valuable  new  President 
Dollar  Coins  free  to  the  gf|Hf 
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World  Reserve  Monetary  Exchange 

THE  WORLD'S  PREMIER  PRIVATE  NUMISMATIC  EXCHANGE 

3939  EVERHARD  RD„  CANTON  OH  44709 


Front  Side 


Front  Side 


Reverse  on  Each 


Front  Side 


Front  Side 


ENTIRE  YEAR  FREE:  Everyone  is  trying  to  get  the  Presidential  Coins  because  they  are  actually  carved  with  edge  lettering  which  makes 
Bm  beyond  compare.  Only  those  who  call  to  beat  the  7-day  order  deadline  for  the  newly  revealed  Presidential  Money  Gallery  are  getting  an 
tire  year  of  coins  free.  But  readers  must  make  sure  they  get  through  to  the  Direct  Claim  Line  at  1-800-761-7917. 


al  public,"  Stryker  said. 
Collectors  are  trying  to  get 
[  they  can  because  these 
e  no  ordinary  coins.  These 
e  real  U.S.  Treasury  first 
mes  in  never-circulated 
ndition.  Smart  collectors 
low  how  valuable  first 
sue  coins  can  be. 
U.S.  Savings  Bonds  used 
be  the  most  popular 
ft  to  give.  But  now  these 


never-circulated  Presiden- 
tial Dollar  Coins  are  what 
everybody  wants. 

And,  since  everyone  is  try- 
ing to  get  them,  one  thing  is 
for  sure.  Only  those  lucky 
enough  to  get  in  on  this  now 
are  certain  to  get  an  entire 
year's  worth  of  coins  free. 

What  does  all  this  mean 
for  you? 

Well,  coin  values  always 


fluctuate.  But  just  think  if 
you  would  have  saved  one 
uncirculated  Eisenhower 
Dollar  from  as  recently  as 
1973.  Believe  it  or  not,  it's  now 
worth  1200%  more  today. 
So,  getting  four  Presiden- 
tial Coins  free  with  the  eight 
dollar  Presidential  Money 
Gallery  is  a  real  steal. 

And  remember,  these  are 
never-circulated  coins.  To  be 


among  the  first  to  get  these 
never-circulated  Presiden- 
tial Dollar  Coins  you 
must  make  sure  you  get 
through  to  the  Direct 
Claim  Line.  That  number  is 
1-800-761-7917.  If  lines  are 
busy  please  be  patient. 

But  whatever  you  do  keep 
trying,  because  all  claims 
will  be  honored  before  the 
7-day  deadline  expires.  ■ 


/RME*  P0C366OF001156R-1 


HOW  TO  GET 
YOUR  FREE  COINS 

Here's  the  Direct  Claim  Line  to  call: 
1-800-761-7917 
Dept.  CD1333 

Begin  calling  at  8:30  a.m.  today 

The  World  Reserve  has  just  announced  that  it 
is  giving  away  an  entire  year  of  the  Presiden- 
tial Coins  free  to  everyone  who  beats  the  order 
deadline  to  cover  the  $8  claim  plus  shipping  for 
the  newly  revealed  Presidential  Money  Gallery. 
These  coins  will  be  delivered  in  never-circulated 
condition  and  protected  with  professional  dis- 
play capsules  that  are  also  being  issued  free  to 
protect  the  coins  and  to  allow  for  the  viewing  of 
their  special  edge  markings.  Those  who  miss 
the  deadline  will  be  turned  away  and  required  to 
wait  for  future  announcements  authorized  by 
the  World  Reserve  in  this  or  other  publications. 
THE  INCREASE  IN  COLLECTIBLE  VALUE  OF  CERTAIN  PRIOR  ISSUES 
OF  U.S.  COINS  AND  CURRENCY  DOES  NOT  GUARANTEE  THAT 
CURRENT  ISSUES  WILL  ALSO  INCREASE  IN  VALUE.  OH  RESIDENTS 
PLEASE  ADD  SIX  PERCENT  SALES  TAX  AND  SORRY  NO  SHIPMENTS 
TO  CT,  MA,  MN,  TN,  AND  VT  RESIDENTS.  THE  WORLD  RESERVE 
MONETARY  EXCHANGE  IS  NOT  AFFILIATED  WITH  THE  UNITED 
STATES  GOVERNMENT  OR  ANY  GOVERNMENT  AGENCY.  ALL 
TRANSACTIONS  LESS  SHIPPING  ARE  BACKED  BY  THE  FULL  VAULT 
CONTENTS  OF  THE  WORLD  RESERVE  MONETARY  EXCHANGE 
WITH  A  MONEY  BACK  GUARANTEE  UP  TO  $10,000.00. 


HAND  MADE:  This  is  the  Presidential  Money  Gallery  now  being  issued  to  the  public  for  just 
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Looking  To  Grow  Your  Business? 


We  Specialize  in  Responsive  Lists  That  Work! 

Direct  Mail  •  Email   

MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE 

www.macromark.com    J^J  clCFO  TTli 

Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 


Charter  your  own 
^Floating  Villa... 


And  cruise 
among  the 
,000  Greek 
islands 


Established  In  1969 


You  plan  your  own  itinerary  with  your  captain  ... 
You  select  your  cuisine  with  your  chef ... 
You  set  your  own  ...  Face  ... 

.  AND  IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP! 

VALEF  YACHTS  LTD. 

North  American  Headquarters: 
7254  Fir  Rd  ,  Ambler,  PA  19002  U.SA. 
Tel:  215-641-1624  •  1-800-223-3845  •  Fax:  215-641-1746 
E-mail:  info(a  vakfyachts.com  •  Website:  www.valefyachts.com 

I.NTFltNAllONAI.  HFADQUARTERS: 

2,  Plotarchou  Hadikonstanti  Str.,  18536  Piraeus.  Greece 
Tel:  30  210  418  2381  •  30  210  418  2392  •  Fax:  30  210  451  8820 
E-mail:  contact(«  vakfyachts.com  •  Website:  vww.valeiyachts.com 


SAVE  35~70°/( 

famous  Brands  From  Around  The  World 

SierraTradingPost.com 
FREE  Catalog  800  71 3-4534 

Please,  mention  key  code  FB97. 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


v/lE  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
d  88%  of  people  who  own  health  club  memberships  do  not 
ercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
lieve  for  all  the  people  who  since  1990  have  bought  our 
cellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
io  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 
e  health  benefits  experienced 
iring  that  tryout,  and  the  ROM 
rformance  score  at  the  end  of 
oh  4  minute  workout  that  tells  the 
ory  of  health  and  fitness 
provement.  At  under  20  cents  per 
e,  the  4  minute  ROM  exercise  is 
e  least  expensive  full  body 
mplete  exercise  a  person  can  do. 
>w  do  we  know  that  it  is  under  20 
nts  per  use?  Over  90%  of  ROM 
achines  go  to  private  homes,  but 
»  have  a  few  that  are  in  commercial 
e  for  over  12  years  and  they  have 
idured  over  80,000  uses  each, 
thout  need  of  repair  or  overhaul, 
e  ROM  4  minute  workout  is  for 
iople  from  10  to  over  100  years  old 
id  highly  trained  athletes  as  well. 


The  ROM  adapts  its  resistance  every  second  during  the  workout 
to  exactly  match  the  user's  ability  to  perform  work.  It  balances 
blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 
website  at:  www.FastExercise.com. 


The  typical  ROM  purchaser  goes  through  several  stages: 

1.  Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 
Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 
Reading  the  ROM  literature  and  reluctantly  understanding  it. 
Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 
Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 
Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 
Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 
After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 
You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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OVER  2#» 

ONE  OUNCE  GOLD  COINS 
IN  UNCIRCULATED  CONDTTION 
NOW  AVAILABLE 


Liberty  Head  Gold  Double  Eagles  1877-1907  are  the  largest 

gold  coins  produced  for  circulation  by  the  L  £.  mint 
These  coins  are  rich  in  history  and  artistic  beauty  and  offer 
both  enjoyment  and  investment  opportunity. 

Don't  Miss  This  Opportunity,  Order  Sow! 

Gold  was  up  23%  in  2006  and  has  doubled  over  the  last  5 years. 
Now  you  can  get  involved  from  only  S30  above 
the  price  of  gold  Your  satisfaction  is  assured  with  our 
30-day  money  back  guarantee 


CALL 


1-800-301-3868 

Westminster  Mint 
1660  Hwv.  100  -  Suite  429  •  Minneapolis.  MN  55416 


Bank  Savs  'NO'?... 
We  Sav  'YES'! 

ml 

Get  the  Line  you  need  (min  S50k). 

No  hassles.  No  gimmicks. 
No  audits.  Personalized  service. 
Very  affordable.  No  upfront  fees. 
We  are  not  Brokers.  Only  B2B. 


Call  Mr.  Weil  (CEO)  800-499-6179 


www.4capitalsolutions.com 
(We  approve  90%  of  all  qualified  businesses) 


Great  franchise  opportunity  for  strong  leaders 


Closets  by  Design  is  seeking  qualified  leaders  to  own  and  operate  franchise 
in  prime -exclusive  territories.  We  provide  continuous  training  and  support 
backed  by  proven  marketing  programs.  Closets  By  Design  has  twenty-nvi 
years  of  experience  as  the  industry  leader,  and  has  been  ranked  ?1  in  on 
category  by  Entrepreneur  Magazine. 


yteweie  on  independent  closet  company 
before  buying  a  Closers  by  Design  franchise 
and  ne  could  not  touch  the  prices  that 
y:  .'- 

bargain  witti  on  our  cm.  The  minute  we 
bougft  and  conmed  mo  Closets  by  Devon 
franchise,  we  had  immediate  somas  with 
our  vendors,  and  our  advertising  costs 
were  cut  in  hat  The  approach  in  toning 
;;-;r'.vr?' V.':?: 
Oosets  by  Designs  system,  methods  and 
training  or  fantastic  Wve  grown  our 
business  over 600%  in  sa  years!' 


Dan  and  (arbin  Johnson 
Denver,  Cokxodo  franchise Owner 


To  learn  more,  please  call 
today  (800)  337-5737 

Our  mode1  provides  an  excellent  cash  I 
business  opportunity  in  a  growing  and  sdj 
fulfilling  industry  and  requires  no  previo^ 
experience.  Fofmoreinformatonon  o  ' 
the  country's  fastest  growing  custom  \ 
crgain  2-rg  franchise  ca>l  or  visit  us  oi 
.sec  a:  www.dosetsbydesign.com 

f  in  Closets 
VA/  byDesigr 


We  See  Your  Success 


We  help  our  clients  grow  their  annual  sales  1 5%  or  more 
and  have  funded  in  excess  of  Si  billion  dollars  in  transactions 
to  firms  like  yours. 

212.755.3636  www.capstonetrade.com 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 


September  17,  200" 


For  Marketplace,  call  888-305-6J 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

'...we'd  recommend  you  do  your 
nsurance  shopping  here..." 

Barron's 

'New  source  for  best  buys  in 
nsurance.  One  way  to  get  to 
<now  the  insurance  market." 

Kiplinger's 

'...this  site  is  flush  with 
jseful  features." 

corbes.com 

'...as  good  as  a  Web  site  on 
nsurance  can  possibly  be.  Hats 
)ff  and  a  gold  star  to  the  top 
nsurance  site  on  the  Web." 

'nsurance  for  Dummies 

'The  premier  Web  site  in  terms 
)f  detail  and  ease  of  use,  (best 
)f  all,  it's  free)  is  insure.com..." 

fahoo!  FINANCE 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 

78  year-old  male:  $1,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $  1 00,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  100  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insute.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


./_ 


Date  of  birth  (MM/DD/YY) 


s 


Age 


Coverage 


City  State 

Major  Illness  History:    D  Heart  Disease   [  J  Cancer   D  Diabetes   Q  Stroke   LJ  Other 

(Please  check  all  that  apply.) 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Zip 


Ad  Code:  FORBS  9/07 


MOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
:ancel  or  sell  a  life  insurance  policy  until  after  you  have  f  rst  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices  The  National  Association 
3f  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements.''  Copies  may  be  obtained  by  calling 
;81 6)  842-3600  or  visiting  www.naic.org  This  message  and  offer  is  void  where  prohibited  by  law.  Insure.com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
ximmissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©  1984-2007  lnsure.com.  Inc.  All  rights  reserved.  CA  agent  #0A13858, 
-A  agent  #200696,  MA  agent  #333509159.  Insure.com,  Inc.  DBA  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078.  Insure.com,  Inc.  DBA 
nsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093. 
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American  Diagnostic  Centers 


Net  annual  income  of  $500,000 

Own  and  operate  a  Medical  Diagnostic  Center  in  your 
area.  Business  Management  experience  is  a  must 
$800,000  Cash  investment  required.  Can  reach 
profitability  in  6  months.  Partnership  also  available. 

(866)  862-1222 
info@americandiagnosticcenters.com 
www.americandiagnosticcenters.com 


6,104  contiguous  deeded  acres.  Elk,  deer,  antelope,  upland  birds, 
wildfowl  and  fishing.  4  miles  of  year  round  stream.  Mineral  rights. 
Large,  deep  reservoir  app  50  acres.  Excellent  cattle  grazing.  Fenced 
and  gated.  Borders  100,000  acre  BLM. 

$3,600,000    Wilburn  Ranch  Brokerage  541-421-5300 


SILVERSEA 

CRUISE  EXPERTS 

I  "LOOK"  This  is  Different 

If  you  can  comfortably  afford 
a  "one  time"  investment  of 
$12,900  you  could  earn 
$15,000  plus  every  month  and 
it's  easy  and  fun!  We 
guarantee  to  show  you  how  - 
in  your  area  -  where  it  counts. 
"A  Corporate  First".  Includes 
a  one-on-one  training 
program. 

CALL:  1-877-808-0800 

Best  Prices  &  Service 
1-800-747-5670 

|  "LOOK"  This  is  Different 

Managed  FOREX  Account 
Discretionary  Dollars  Only 
High  Compounding  Ave 
Monthly  ROI 
Low  Correlation  To  Indices 
Breakthrough  Proprietary 

Method 
LPOA,  Trusted  Brokerage, 
24  hrLiquidity 
Go  To: 

www.bestofforexfund.com 
For  Info 
Referrals  Compensated 


NEVADA  LLCs 


Steven  Sears 
CPA*  Attorney 


ASSET  PROTECTION 

Tax  &  Estate  Planning, 
Family  LPs,  Corporations, 
Trusts,  International  Banking 


FOR  A  PRIVATE  CONSULTATION  CALL  949-262-1100 


82-Acre  Oceanfront  Caribbean  Estate  for  Sale. 


Design  And  build  your  private  Caribbean  unctiur 
in  the  dean*  green,  safe,  jnd  serene  uLind  of 
Tobago,  the  "capital  of  paradise."  Enjoy  the 
freedom  of  the  Caribbean.  For  more 
information  visit  our  web  sue. 

Indian  Point  Estate, Louis  D*OC  Tobago,  West  Indie 
(868)  723-1864;  www.indianpointcsute.com 


UNSECURED  LOANS 

$1,000  -$100,000. 
No  collateral  required.  Same  day 
decision  nationwide. 
Any  personal  or  business  use. 
Easy  application  process. 
Start-ups  welcome. 

www.AmOne.com/Forbes 

1-800-458-7695 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


It's  About  Time 


©  © 

LosAngeles     New  York 

©  © 

London        Hong  Kong 

Bank 
Ownership 

We  invite  you  to  inquire. 
800-733-2191 


Furt>ei 

* 

■ 

"  " 

ROCK  «  NOLL  HISTORY 
FOR  SALE' 

|  1.877.601  .ROCK 

For  Advertising  please  contact: 
Lisa  Lazansky 
Custom  Solutions  Media 
1-888-305-6830 
Lisa@customsolutionsmedia.com 
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For  Marketplace,  call  888-305-683! 
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At  the  Dawn  of  a  New  Era... 


The  Buffalo  Roams  Again! 


on  the  new  special-release  $50  gold  coin  from  the  U.S.  Mint 


For  the  first  time,  New  York  Mint  is  releasing  to  the 
public  the  brand  new  2007  $50  Gold  American  Buffalo 
coin.  This  historic  coin  minted  in  99.99%  (.9999)  fine 
gold — the  purest  gold  of  any  legal-tender  coin — will  not 
be  offered  directly  to  the  public  from  the  U.S.  Mint. 
Now  for  a  limited  time,  these  historic  Gem  Brilliant 
Uncirculated  coins  will  be  made  available  directly  to  the 
public  through  this  special  offer  from  New  York  Mint. 

A  timeless  design... 

Nicknamed  "Buffalo"  for  the  rugged  design  of  an 
American  bison,  this  extremely  popular  design  has  stood 
the  test  of  time  since  it  was  first  released  in  1913  on  the 
"Buffalo"  Nickel.  Based  upon  this  classic  design  and 
renowned  for  its  "Wild  West"  artistry  including  a  stoic 
American  Indian  chief  on  the  obverse  side,  this  hefty 
legal-tender  $50  Gold  Buffalo  coin  captures  America's 
spirit  of  adventure  in  one  ounce  of  24-karat  pure  gold. 


...For  a  limited  time 

These  are  the  only  24-karat  pure  gold  coins  whose 
purity  and  gold  content  are  fully  guaranteed  by  the  U.S. 
Government.  Our  supplies  are  limited  for  this  special 
release.  We  are  accepting  orders  on  a  strict  first-come, 
first-served  basis.  5  coin  limit  per  customer.  Prices  and 
availability  are  subject  to  change.  Your  satisfaction  is 
assured  by  our  30-day  money-back  guarantee. 


Not  affiliated  with  the  U.S.  Government 


Call  before  the  sun  sets  on  this  incredible  offer!  As  low  as  $749 

1  coin  for  $849  ea.,  3  coins  for  $799  ea.,  or  our  SPECIAL  price  of  5  coins  for  only  $749  ea.  : 

Extension  7621 
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THOUGHTS 

On  the  Business  of  Life 


ore  U.S.  forces  in  Lebanon?  Deeply  disturbing.  Sending  the  present  1,200  U.S.  Marines  as 
a  significant  demonstration  of  our  commitment  to  a  reestablished  Lebanon  was  one  thing — 
though  it  was  far  from  unanimous  that  this  was  the  soundest  way  to  achieve  a  Mideast 
solution.  But  to  up  the  ante,  as  is  now  being  discussed,  would  be  a  mistake  of  potentially  dangerous  degree. 
The  present  U.S.  presence  is  a  sufficient  indication  of  the  depth  of  our  concern  and  commitment.  Stepping 
up  U.S.  military  capabilities  would  change  the  nature  of  our  purpose— without  providing  any  militarily 
real  Might.  U.S.  Marines  in  Lebanon  are,  in  reality,  hostages  to  both  sides.    —MALCOLM  S.  FORBES  (1979) 


Those  who  hate  you  don't  win  unless 
you  hate  them.  And  then  you  destroy 
yourself. 

—RICHARD  NIXON 


Politics,  as  a  practice,  whatever  its 
professions,  has  always  been  the 
systematic  organization  of  hatreds. 

—HENRY  ADAMS 


"Hate  the  sin  and  not  the  sinner" 
is  a  precept  which,  though  easy  enough 
to  understand,  is  rarely  practiced,  and 
that  is  why  the  poison  of  hatred  spreads 
in  the  world. 

—MOHANDAS  GANDHI 


/  tell  you  there  is  such  a  thing 
as  creative  hate! 

— WILLA  CATHER 


J  went  around  the  world  last  year  and 
you  want  to  know  something?  It  hates 
each  other. 

—EDWARD  MANN IX 


/  hate  people.  People  make  me  pro-nuclear. 

—MARGARET  SMITH 


My  parents  were  very  pleased  that  I  was 
in  the  army.  The  fact  that  I  hated  it 
somehow  pleased  them  even  more. 

—BARRY  HUMPHRIES 


Any  kiddie  in  school  can  love  like  a  fool, 
But  hating,  my  boy,  is  an  art. 

— OGDEN  NASH 


Never  marry  a  man  who  hates  his  mother 
because  he'll  end  up  hating  you. 

—JILL  BENNETT 


To  be  loved  is  to  be  fortunate,  but  to  be 
hated  is  to  achieve  distinction. 

—MINNA  ANTRIM 


Hatred,  for  the  man  who  is  not  engaged 
in  it,  is  a  little  like  the  odor  of  garlic 
for  one  who  hasn't  eaten  any. 

—JEAN  ROSTAND 


/  never  hated  a  man  enough  to  give  him 
diamonds  back. 

— ZSA  ZSA  GABC 


The  price  of  hating  other  human  beings  is 
loving  oneself  less. 

— ELDRIDGE  CLEAVE 


Hatred  is  an  affair  of  the  heart; 
contempt  that  of  the  head. 

—ARTHUR  SCHOPENHAUE 


Malice  is  like  a  game  of  poker  or  tennis; 
you  don't  play  it  with  anyone  who  is 
manifestly  inferior  to  you. 

— HILDE  SPIE 


/  don't  hate  anyone.  I  dislike.  But  my 
dislike  is  the  equivalent  of  anyone  else's 
hate. 

— ELSA  MAXWEL 


A  Text ...  

For  the  Lord  seeth  not  as  man 
seeth;  for  man  looketh  on  the 
outward  appearance,  but  the  Lord 
looketh  on  the  heart. 

—I  SAMUEL  16:7 

Sent  in  by  Betty  Friend,  Des  Moines,  Iowa. 
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1/2  Truth: 


quattro '  is  great  if  you  drive 
'   in  bad  weather. 


Truth: 


quattro  is  great  if  you  drive. 


Audi 


al  departures  from 


170  European  destinations  within  easy  reach. 


A  network  that's  growing  to  meet  your  needs. 


With  award-winning  service  to 
Europe  and  beyond,  you'll  arrive  at  y™' 
destination  relaxed,  refreshed  an 
ready  for  business.  Visit  lufthansa.con 

•Orlando,  effective  October  30.  2007 
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It  hurts  to  know  she  wants  to  get 
her  hands  on  your  VAIO®  not  you. 

With  its  beautifully  designed  carbon  fiber  body  and  ergonomic  raised  keyboard,  the  Sony  VAIO  TZ  may  be  the  world  s  first 
professional  notebook  that's  as  pleasing  to  the  touch  as  to  the  eye.  And  with  integrated  wireless  wide  area  network  (WAN) 
technology*  that  lets  you  connect  virtually  anywhere  the  Sprint*  Mobile  Broadband  network  is  available,  your  notebook 
becomes  all  the  more  desirable.  Which  may  become  a  liability  should  you  want  to  bring  an  alluring  stranger's  attention 
back  around  to  you. 

"      •''  'Site*  «  -  * 

Visit  sony.com/sprint  for  details  on  how  to  receive  a  complimentary  month  of  Sprint  Mobile  Broadband  service  when 
you  activate  your  account.** 

< J2007  Sony  Electronics  Inc.  All  nghls  reserved  Reproduclron  in  whole  ot  m  port  without  written  permission  is  prohibited.  Sony,  the  Sony  logo.  VAIO  and  Irke  no  other  are  trademarks 
01  Sony  Spnnt  and  the  "Going  Forward"  logo  ore  trademarks  ol  Sprint  Nextel  Windows  Vista  is  a  trademark  ot  Microsoft  Corporator  "Subscription  with  Sprint  Mobile  Broadband 
service  required  "limited  time  offer.  Taxes  other  charges  and  credit  approval  requirements  apply  See  www.sony.com/spnni  tor  complete  offer  details,  price  plans,  service  terms 
and  conditions  and  coverage  map  .    -  r 


like.no.other 


Soaring  above  the  vibrancy  of  Santo  Domingo,  along  the  affluence  of  Sarasota  Avenue,  stands  the 
city's  most  prestigious  address.  The  Metropolitan  will  redefine  luxury  in  Caribbean  living  with 
oversized  residences,  alongside  lifestyle  amenities  and  services  that  transcend  the  way  you  live. 
Residents  have  the  privilege  of  expansive,  floor-through  layouts  with  private  elevators,  world-class 
cuisine  by  an  acclaimed  New  York  restaurateur,  a  state-of-the-art  health  club  and  wellness  spa, 
and  an  open-air  pool  with  sundeck  overlooking  the  city  below  and  the  ocean  beyond.  5000+  sq  ft 
residences  and  penthouses  available.  Prices  start  from  $2  million. 

To  be  placed  on  the  priority  list  for  these  exclusive  residences,  please  contact  us. 

877.305.3447  (within  the  USA)  |  +1.305.379.7670  (international)  |  www.themetropolitansd.com 


THE  METROPOLITAN 

SANTO   DOMINGO  I   DOMINICAN  H  £  P  H  8  (.  I  C 


Card  member 


Member  Since  .  .(^I?^^^.. f^*??.. 
Occupation  . . ^/ f&.&*<r^l  


Proudest  accomplishment  ....<^^<Z4^.^e^ 

\J*?'>~  V^>  SIZES' 
Recent  trip    (^<?7hi/.7^Z^.  


Favorite  moment  <^.jk<^^..  ^CC^Ss/'^/..^£>.(<p.  &fj**L^&^t' 

Most  interesting  souvenir 

In-flight  movie  . .  ^.<^~ 2^.d.^ *-  .7^.  5#$^  . . 

Travel  wish  ... 


My  card 


ARE  YOU  PLAYING  MUSICAL  CHAIRS 
TO  GET  A  SEAT  IN  THE  AIRPORT? 

or 

ARE  YOU  KICKING  BACK  IN  A 
PRIVATE  AIRPORT  LOUNGE? 


ARE  YOU  ARRIVING  IN  DALLAS  ONLY  TO 
FIND  YOUR  BAGS  ARE  IN  UZBEKISTAN? 

or 

ARE  YOU  GLAD  YOU  HAVE 
COMPLIMENTARY  BAGGAGE  INSURANCE 


ARE  YOU  STAYING  IN  A  HOTEL  ROOM 
THE  SIZE  OF  MOST  BATHROOMS? 

or 

ARE  YOU  GETTING  A  FREE 
UPGRADE  TO  A  BIGGER  ONE? 


ARE  YOU  TRAVELING  WITH  STRESS? 

or 

ARE  YOU  A  CARDMEMBER?5" 
vuiit  armricanex.pre4j.com  to  join 
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Features 


138  Knights  of  New  England 

This  season  join  the  club  in  traditional  American  blue-blood  fashion. 
By  Mark  Grischke.  Photographs  by  Michael  Stratton 


148 


Here's  something  new  under  the  sun — a  solar-powered  plane  with  a 
262-foot  wingspan,  set  to  circle  the  globe  in  2011. 
By  Finn-Olaf  Jones 


Our  correspondent  courts  the  daughter  of  the  River  God  in  the 
remote  waters  of  Mongolia. 
By  Charles  Gaines 


The  electric-powered  Blade  XTZ  is  a  kick  in  the  dirt. 
By  Patrick  Cooke 

158  Taste  of  the  Town 

Anthony's  Pier  4,  the  long-standing  temple  to  perfectly  cooked 
seafood,  remains  Boston's  freshest  catch. 
By  David  Taylor 

"Call  it  the  stealth  motorcycle. 
Watching  a  Blade 
noiselessly  scramble 
around  a  traditional 
dirt-bike  track 
is  a  bit  like  watching 
TV  with  the  sound 

turned  down."  PAGE  156 


Anna  Davoho  and  John  Pearson  (IMG  Models)  photographed  by 
Michael  Stratton.  Her  wool  coat,  $3,200,  and  skirt,  $1,600,  and  his  wool-and- 
cashmere  cardigan,  $850,  and  vest,  $620,  by  Gianfranco  Ferre,  (212)  717- 
5430,  www.gianfrancoierre.com.  Her  shoes,  $590,  by  Brian  Atwood,  at  Jeffrey, 
New  York,  (212)  206-1272,  and  select  Nordstrom  stores,  (312)464-1515. 
Cultured  Akoya  pearl  triple-strand  necklace,  $1,275,  by  Iridesse.  (866)  294-5503, 
www.iridesse.com.  Gold-and-diamond  bracelets,  $1,195  to  $3,950,  by  David  Yurman, 
www.davidyurman.com.  Vintage  ear  clips,  $2,200,  at  Camilla  Dietz  Bergeron,  Ltd.,  New 
York,  (212)  794-9100.  His  cotton  shirt,  $80,  by  Brooks  Brothers,  www.brooksbrothers.com. 
Wool  pants,  $275,  by  TSE,  at  Saks  Fifth  Avenue,  New  York,  (212)  753-4000.  Silk  bow  tie, 
$73,  by  Robert  Tallinn,  www.roberttalboR.com.  Shoes,  $165,  by  Johnston  &  Murphy,  (888) 
792-3272,  www.johnstonandmurphy.com.  Hair  by  Frank  Rizzieri  at  ATMnyc  using  RSession  Tools. 
Makeup  by  Marija  at  www.igroupnyc.com.  Casting  by  Marco  De  La  Cruz.  Styled  by  Mark  Grischke. 
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Usual  Suspects 

20    FROM  THE  EDITOR'S  DESK  | 

Tracking  down  Gehry. 

24    THE  EYE  |  Valentino  Rossi's  helmet 
designs,  Cartier  goes  full  circle, 
first-class  ham,  a  box  of  Magnums, 
the  TV  has  you  surrounded,  racetrack 
rights  and  the  best  of  bespoke  Brioni. 

47    TRAVEL  |  Just  the  ticket. 
Edited  by  Richard  Nalley 

164    MIXED  MEDIA  |  Art  History  101, 
Objectivist  shoot-'em-up,  Osvaldo 
Golijov's  latest  and  swan  songs  from 
David  Halberstam  and  Prime  Suspect. 

Edited  by  Thomas  Jackson 

168    ASKED  &  ANSWERED  |  Francis  Ford 
Coppola  returns  to  his  cinematic 
roots  with  a  new  film,  Youth  Without 
Youth,  written,  financed  and  shot 
by  the  legendary  director  himself. 


Departments 


72  Quintessential;; 

These  old-school  ties  knit  a  look  together. 
By  Mark  Grischke 


75 


81 


Meet  the  handlers  who  know  how  to  keep  art  under  wraps. 
By  Neal  Santelmann 

Golf 

How  Green  is  your  fairway? 
By  Todd  Pitock 


87  Real  Escapes 

Slip  into  Port  Lawrence,  Palm  Springs'  newest  desert  oasis. 
By  Taylor  Antrim 

93  Collecting 

Contemporary  Chinese  art's  glasnost  moment. 
By  Barnaby  Conrad  III 

99  Spas 

At  today's  spas,  the  inmates  are  running  the  asylum. 
By  Lorraine  Cademartori 

105  Person  of  Interest 

Celebrated  architect  Frank  Gehry  thinks  outside  the  box. 
By  Finn-Olaf  Jones 

III  Wine 

From  the  Northern  Rhone  to  Napa  Valley,  biodynamic  wines 
are  on  a  magical  mystery  tour. 
By  Richard  Nalley 

118  Style  &  Design 

For  London-based  artist  Stuart  Haygarth,  one  man's  trash 
is  another  man's  treasure. 
By  Stephanie  Cooperman 

121  Passions 

In  his  spare  time,  equity  investor  Bobby  Haas  takes 
a  bird's-eye  view  of  Latin  America. 
By  Thomas  Jackson 

124  Electronics 

Introducing  Vudu,  a  little  black  box  that  will  change  the 
way  you  watch  movies. 
By  Thomas  Jackson 


127 


Recumbent  bike  riders  take  it  lying  down. 
By  John  Sedgwick 


131 


Audi  authentic,  a  stylish  Kawasaki  and  maps  on  command. 
By  Bill  Baker 

135  Boats 

Maltese  Falcon  for  hire,  sailor  tots  and  seaworthy  binos. 
By  Bernadette  Benon 
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Visit  F0RBES.COM  for  a  daiiy  dip  into  high-end  real  estate,  luxury  vehicles,  indulgent  travel 
and  the  best  in  fashion,  health,  wine  and  food.  Our  videos  put  you  behind  the  wheels  of  the 
market's  hottest  cars  and  inside  the  most  impressive  homes  in  the  world.  Keep  up  to  date 
with  our  e-mail  news  alerts  and  newsletters,  and  let  Forbes  Attache  put  everything  you 
need — from  stock  prices  to  weather  to  your  favorite  Forbes  content — right  on  your  desktop. 


Highlights  from  ForbesLife  Online 
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REAL  ESTATE 

Most  Overpriced 
U.S.  Real  Estate 
Markets 

It's  hardest  to  buy  a 
home  in  these  ten 
places,  where  own- 
ing property  is  out  of 
reach  for  most  of  the 
population. 


America's 

Fastest-Growing 

Suburbs 

Thanks  to  affordable  housing 
and  healthy  local  economies, 
areas  in  California, 
Arizona  and  Texas  are 
seeing  explosive  growth. 
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Best  and  Worst  Home 
Improvements 

Finished  basements,  good.  A  new  roof? 
Not  so  much.  Find  out  which  upgrades 
deliver  the  most  return  on  investment 

HEALTH 

America's  Unhealthy  Commutes 

Is  your  drive  to  work  killing  you?  If  you  live 
in  these  major  metros,  which  have  high 
pollution  levels,  fatal  accidents  and  traffic 
delays,  the  answer  may  be  yes. 


Next-Generation 
Gym  Gear 

Forget  about  the  tread- 
mill. The  latest  equipment 
at  your  local  gym  is 
high-tech,  user-friendly 
and  easy  on  your  body. 


Are  You  as  Fit  as  You  Think? 

BMI,  body  fat  percentage... .Losing 
weight  can  be  complicated.  Here's  the 
skinny  on  the  numbers — and  the 
products — you  need  to  know  to  get  in 
shape.  Plus,  take  this  quiz  to  find  out 
if  you're  winning  the  weight-loss  game. 


STYLE 

Women's  Beauty 
Products  Men  Lov* 

From  sudsy  shampoo 
to  caviar  skin  cream, 


sneak  a  peek  at  the  girlie  goods  guys  lov|| 

Forbes  Video  Network 
www.forbes.com/video 

Playboy  and  the  Fantasy  Life 
Forbes. corn's  Michele  Steele  spends 
a  day  at  the  Playboy  Mansion.  Watch 
a  tour  of  the  pleasure  palace  and 
an  interview  with  Hugh  Hefner — who 
reveals  the  key  to  Playboys  success. 

Private  Jet  Travel 
Forbes. corn's  Jennifer  Lee  gets  an 
insider's  view  of  Flight  Options' 
business.  In  the  air  and  on  the  grounsi)| 
with  the  country's  second-largest 
private  jet  operator. 

Christie's:  Shining  a  Light  on 
Diamonds 

Christie's  Europe  chairman  tells  us 
why  buyers  are  still  crazed  for  carats. 
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Rated  the  best  hotel  in  the  world  by  Travel  +  Leisure  in  the  2007  Readers'  Poll 
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PRESENT 


INDIA  IN  LUXURY' 


To  know  more  about  9,  14  and  22  days  itineraries, 
!  us  toll  free  I  866  763  082  ] ,  contact  your  travel  agent 
or  visit  www.oberoihoteIs.com/indiainluxury 


Welcome  to  India,  a  land  of  fantasy,  mystique  and  colour. 

Embark  on  a  journey  to  explore  'India  in  Luxury'.  One  that  takes  you 
through  the  colorful  state  of  Rajasthan,  replete  with  palaces,  forts  and 
temples  and  the  famous  tiger  reserve  of  Ranthambhore.  And  then  to 
Agra  to  experience  the  timeless  magic  of  the  Taj  Mahal.  Thereafter  to  the 
majestic  Himalayas. 

Choose  from  itineraries  carefully  crafted  to  ensure  that  your  passage 
through  India  is  luxurious,  memorable  and  at  a  leisurely  pace.  Our 
experienced  team  will  take  care  of  every  small  detail  from  managing 
your  travel  within  India  to  sightseeing  to  spa  experiences  and  shopping. 
To  ensure  that  you  carry  back  memories  to  last  a  lifetime. 


THLSEXAI 

^)out)r\  £)each  fenthouse 

/\n  ocean  view  three 
bedroom,  three  bath 
residence.  /\menities 
include  five-star  hotel 
services  such  as  world- 
class  spa  &  health  club, 
restaurants  and  bar  & 
more... 

Offered  at  $},/^0,000 


xclusiveltj  DLj  EU°y  Oarn,enate 
eloy@ivrrealtu.com 
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It  s  a  choice. SM 
Ach  oice  to  experience  the  best  of  trie  best, 
choice  to  enjoy  the  journey  as  much  as  the  destination 


Marquis  Jet  Card""  Owners  enjoy  the  uncompromising  quality, 
consistency  and  safety  of  NetJetsK,  25  hours  at  a  time. 


The  best  feet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1.866. 538. 32OI  or  visit  Marquisjet.com. 


MARQUIS.  . 

T 

';  ?. 7 A  63<>1  532 

JOHN  T.  WMter. 
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All  program  flights  operated  by  NetJets"  companies  under  their  respective  FAR  Part  135  Air  Carrier  Certificates. 


From  the  Editor's  Desk 


Style  File 

SOME  YEARS  AGO,  A  WRITER  WITH  THE  INTRIGUING  NAME  C 
Finn-Olaf  Jones  wrote  to  us,  saying  that  he  would  like  to  contribute  to  the  mag 
zine.  Executive  Editor  Patrick  Cooke,  who  has  a  hound's  nose  for  this  sort  of  thir 
announced  that  it  was  obviously  a  nom  de  plume  of  some  gin-stained  wretch  sea 
ing  to  hide  money  from  an  ex-wife  or  the  IRS. 

In  fact,  it  turned  out  to  be  the  real  name  of  a  wonderfully  talented  young  mi 
of  American  (Jones)  and  Danish  (Finn-Olaf)  parentage.  He  is  as  exotic  as  1) 
name  suggests.  He  speaks  three  languages,  attended  the  prestigious  INSEAD  bu 
ness  school  in  France,  has  worked  at  a  major  movie  studio  and  in  his  spare  tin 
likes  to  climb  mountains  that  people  routinely  fall  off  to  their  deaths.  Patrii 
is  frequently  seen  walking  our  hallways  reading  one  of  Finn's  latest  dispatch 
muttering,  "Give  me  ten  Finn  Joneses  and  I  could  rule  the  world!"  And  Patrick 
a  tough  grader. 

This  being  our  Style  and  Design  issue,  Finn  set  out  to  interview  the  worL 
premier  architect,  Frank  Gehry  {left).  Mr.  Gehry,  being  the  world's  premier  arc! 
tect,  is  a  busy  man.  When  Finn  inquired  at  his  office  if  he  might  be  available, 
was  politely  told  that  Mr.  Gehry  was  not  doing  interviews  at  the  moment.  Fill 
being  Finn,  simply  showed  up  at  Mr.  Gehry 's  house  in  Santa  Monica  and  turn| 
on  the  charm.  How  could  anyone  say  no  to  such  brass? 

Mr.  Gehry  nicely  said  that  he  would  give  Finn  "15  minutes"  of  his  time.  Fu 
left  two  hours  later,  with  a  wonderful  story  about  the  man  who  is  transformij 
cities  with  his  amazing — and  playful — visions. 

There's  a  lot  more  in  this  Style  and  Design  issue  of  ForbesLife:  Todd  Pitoci 
splendid  piece  on  the  greening  of  golf  courses,  a  round-the-world  solar  airplan 
fashion,  even  a  Q&A  with  film  director,  vintner  and  resort  developer  Francis  Fa 
Coppola. 

And  I'm  running  out  of  space.  This  being  an  issue  about  style,  the  page  probat 
shouldn't  look  too  cluttered. 
Enjoy. 
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PS.  Hearty  congratulations  to  our  President,  Robert  L.  Forbes, 
on  publication  this  month  of  his  book  Beastly  Feasts!  A 
Mischievous  Menagerie  in  Rhyme,  gorgeously,  lavishly,  out- 
rageously illustrated  by  Ronald  Searle.  Published  by  The 
Overlook  Press. 


Beastly  feast 
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profession:  pilot   career: actoi 

People  are  acquainted  with  the  star,  the  multi-faceted  actor.  But  John  Travolta  is  also  a  seasoned  pilot  with  more  th 
.  5,000  flight  hours  under  his  belt,  and  is  certified  on  eight  different  aircraft,  including  the  Boeing  747-400  Jumbo  Jet.  1 
nurtures  a  passion  for  everything  that  embodies  the  authentic  spirit  of  aviation.  Like  Breitling  wrist  instrumen 
Founded  in  1884,  Breitling  has  shared  all  the  finest  hours  in  aeronautical  history.  Its  chronographs  meet  the  higln 
standards  of  precision,  sturdiness  and  functionality,  and  are  all  equipped  with  movements  that  are  chronometer-certifi- 
by  the  COSC  (Swiss  Official.  Chronometer  Testing  &stitute).  One  simply  does  not  become  an  aviation  supplier  by  chai 

For  an  authorized  Breitlinpeallr,  ploase  call  800  641  7343  '   ;  WWW.  BREITLING. CO 


ii>.  ■:-'«,-ii!.:j.-t"t::.:i?-,-f  : 


•••  Mondo  Valentino 

MOTOGP  LEGEND  VALENTINO  ROSSI  IS  OFTEN  CALLED  "IL  DOTTORE"  FOR  HIS  PRECISION  RIDING,  BUT  WITH  THIS 
custom-designed  helmet,  the  Italian  world  motorcycle  champion  adds  the  title  "ligrafico."  Rossi,  a  bit  of  an 
eccentric  at  the  age  of  28,  has  festooned  a  carbon-fiber  and  titanium  AGV  shell  with  a  variety  of  images  that  make  him 
happy,  including  pictures  of  his  heroes  Steve  McQueen  and  Enzo  Ferrari,  a  naked  woman,  his  dog  Guido,  a 
comic  chicken,  another  naked  woman,  a  self-portrait,  a  naked  woman....  (Hey,  he's  romantico.)  $680.  www.agv.com. 
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Height 
Of  Luxury 


f  you  find  post-9/11  airport  procedures 
onerous,  it  probably  means  you  aren't 
flying  in  a  private  jet.  Keep  your  shoes  on 
and  board  from  the  runway  at  takeoff.  At 
Sentient  Flight  Group,  a  recent  merger  of 
industry  powerhouses  Jet  Direct  and 
ntient,  demand  for  "expense-model"  flight  is 
iring,  with  its  customer  base  tripling  in 
last  three  years.  Customers  put  funds  on 
Dosit  in  increments  of  $100,000,  and 
company  guarantees  availability  of  its 
t  of  130  well-appointed  aircraft,  including 
Falcon  50,  right.  Heavy  jets,  which  seat 
!  to  12,  are  equipped  with  phone  and  in-flight 
ertainment,  and  some  have  Internet  access. 
The  expense  model,  the  company  says, 
heaper  than  outright  ownership  while 
,  ving  more  flexible,  convenient  and  reliable 
jm  fractional  ownership.  One-way  prices 
l  rt  at  $3, 750  per  hour  for  light  jets 
i  ven  seats),  $4,950  for  medium  (eight  seats) 
p  up  to  $7,850  per  hour  for  heavy  jets, 
iist-to-coast  nonstop  runs  about  $45,000 
•  h  way.  www.jetdirect.net,  (866)  JET-DIRECT; 
w.sentient.com,  (800)  760-4908. 


BUY  FOR  ME, 
ARGENTINA 


BUENOS  AIRES  REIGNS  AS 
South  America's  most  stylish  city, 
and  Ermenegildo  Zegna  couldn't 
have  picked  a  more  elegant  location 
for  its  new  flagship:  a  1930s  Beaux 
Arts  mansion  at  Avenida  Alvear 
1628.  Check  into  your  room  at  the 
recently  opened  Palacio  Duhau 
Park  Hyatt  just  opposite,  take  a 
steak  lunch  around  the  corner  at  the 
historic  La  Cabana  restaurant 
and  then  stop  in  at  Zegna — perhaps 
for  this  multiseasonal 
cashmere-and-microfiber 
Elements  jacket, 
just  the  thing  for  cross- 
hemisphere  travel. 
$2,395.  www.zegna.com. 
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On  the 
Luxury  Trail 


TOMAS  MAIER,  BOTTEGA 
Veneta's  creative  director, 
doesn't  just  rework  a  classic — 
he  breathes  new  life  into  it. 
This  collapsible  camp  bed, 
from  the  company's  small  but 
select  furniture  collection, 
is  a  perfect  example: 
Vegetable-dyed  leather  strips 
are  woven  across  a  gunmetal 


bronze  frame,  then  backed 
with  linen;  and  everything, 
down  to  the  classic  wing 
nuts,  has  been  assembled, 
polished  and  finished 
by  hand.  No  roughing  it 
here.  $10,800,  to  order,  at 
select  Bottega  Veneta 
stores.  (877)  362-1715, 
www.bottegaveneta.com. 


[FOUNDERS'  FEE 

magnum  Photos,  the  documentary-photography 
collective  founded  by  the  renowned  Robert  Capa, 
Henri  Cartier-Bresson,  George  Rodger 
and  David  "Chim"  Seymour,  is  celebrating  its  60th 
anniversary  with  Magnum  Founders,  a  limited-edition  book 
of  a  dozen  bound  images,  and  one  freestanding  platinum 
print,  by  the  four  men.  Encased  in  an  English  buckram 
clamshell  and  housed  in  a  custom-made  walnut  box, 
each  of  the  75  books  bears  a  stamp  from  the  photographers' 
estates.  A  percentage  of  proceeds  from  the  sale  go 
to  the  Magnum  Foundation,  which  will  provide  grants  to 
aspiring  documentarians.  $12,500.  www.versoeditions.com. 
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Things  to  do  while  you're  alive: 


■ 


□  Go  to  the  Olympic  Games 

□  Tour  MoMA  with  a  personal  guide 

□  Visit  an  uninhabited  island 

□  Write  a  screenplay 

□  Run  with  the  bulls  in  Pamplona 

□  Go  scuba  diving  in  Belize 

□  Take  your  parents  on  a  vacation 

□  Experience  Mongolia's  Naadam  Festival 

□  Bungeejump 

□  Read  and  finish  Moby-Dick 

□  Swim  in  all  five  oceans 

□  Celebrate  Mardi  Gras  in  New  Orleans 

□  Ride  the  Orient  Express 

□  Visit  the  Taj  Mahal 

□  Drive  on  the  autobahn 

□  See  Iguazu  Falls 

□  Heli-ski  in  British  Columbia 

□  Play  Pinehurst  No.  2 

□  Ski  first  tracks  at  Deer  Valley 

□  Go  to  the  Super  Bowl 


Whatever's  on  your  list  of  things  to  do  in  life,  do  it  better  with  Visa  Signature.  Benefits  like  early  access  to  artists  such  as  Elvis  Costs 


TH 
ij 


VISA 


VIS 


ise  of  Blues  can  take  you  places  regular  rewards  cards  can 't:  the  front  row. 


ATU  RE 

r 


/VISA 


rCaprtal(')„i; 
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Presenting  Visa's  line  of  luxury  rewards  cards.  Benefits 
beyond  rewards.  Dozens  of  card  choices.  Visa.com/signature. 


©2007  Visa  U.S.A.  Inc. 
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[Aerie 
[Rights 


PLANE-SMOOTH  SKYSCRAPERS 
of  glass  and  steel  are  still 
being  built  in  Manhattan,  but 
the  city's  newest  avant-garde 
condominium  buildings — 
all  rising  on  the  far  west  side — 
play  with  angles  and 
ff|jfl  textures  to  shimmering  effect. 

ji'Vl?  100  llth  Ave. 

P I  i  s~\  The  latest  project  from 

^IJUl!.  Ljjjjg       V_y  French  architect  Jean 
Nouvel  will  sport  a  curtain 
wall  of  1,650  individually 
angled  windowpanes, 
dressing  this  23-story  tower 
in  a  mosaic  of  reflected  light. 
Scheduled  completion: 
fall  2008;  $1.6  to  $22  million. 
www.nouvelchelsea.com. 

166  Perry  St. 

ONew  York  husband- 
and-wife  architectural  firm 
Asymptote  has  designed  an 
undulating  facade  for  its  first 
ground-up  commission, 
providing  a  lively  eight-story 
counterpoint  to  the  more 
austere  glass-box  modernism  of 
Richard  Meier's  neighboring 
towers.  Scheduled  completion: 
fall  2008;  $2  to  $11.5 
million,  www.  1 66perryst.  com. 

245  I Oth  Ave. 

Finely  faceted  stainless-stee 
panels  interspersed  with 
smooth  glass  will  give 
New  York  architectural  firm 
Delia  Valle  Bernheimer's  first 
residential  building — overlooking 
the  future  High  Line  park — 
a  glittering,  shape-shifting 
look.  Scheduled  completion: 
spring  2008;  $1.75  to  $6.2 
million,  www.245tenthave.com. 


footwear  available  at  macy's 


JOHNSTON &MURPHY 


Screw  Job 


THE  LATEST  SHOT  ACROSS 
the  bows  in  the  wine-cork  wars 
comes  from  DeLoach,  the  Sonoma 
winery  of  French  innovator  Jean 
Charles  Boisset  (see  "Witchy 
Wines,"  p.  111).  Boisset  put 
his  money  where  your  mouth  is 
by  releasing  DeLoach's  superb 
luxury  bottling,  the  2005 
Sonoma  Stage  Vineyard  Pinot  Noir 
($85),  with  what's  known  in 
the  biz  as  a  Stelvin  closure — 
that's  a  screw  cap  to  us.  Romance 
aside,  it  makes  a  lot  of  sense: 
no  "corky"  spoilage  problems, 
tighter  re-closure,  etc.  May  we 
unscrew  a  drop  of  red  for  you,  my 
dear?  www.deloachvineyards.com. 


PIED  A  PARIS 


If  you  dream  of  owning  a  Paris  apartmen' 
but  don't  have  the  time — or  patience — to  find,  buy  and  renovate  the  perfect  pied-a-ter 
then  add  Alon  and  Betsy  Kasha  to  your  speed-dial.  This  sophisticated  French-Americ 
couple  is  obsessed  with  classic  real  estate,  to  the  extent  that  both  gave  up  other 
careers  to  concentrate  on  buying  and  renovating  Parisian  apartments  and  matching  the 
to  new  owners.  From  compact  studios  with  Murphy  beds  to  sprawling,  six-room 
spreads,  they  look  first  at  the  bones  of  a  space,  then  find  ways  to  maximize  its  potent 
Air  ducts  are  hidden  behind  restored  moldings  or  panels;  bathrooms  are  brought  up 
to  date;  and  floors  are  refurbished  by  craftsmen  most  likely  using  the  same  techniqui 
that  went  into  the  original  parquet.  In  the  end,  the  Kashas  present  you  with  a  key 
to  the  city — which,  in  this  case,  means  your  own  little  piece  of  Paris,  www.abkasha.c 


\ 


•  •  •  Boot  Booty 

EVER  WANTED  LUGGAGE  THAT  NESTLES  INTO  YOUR  TRUNK 

as  if  it  was  designed  for  exactly  that  purpose?  Well,  thanks  to  Salvatore 

Ferragamo,  now  you  can  have  it... if  your  car  is  a  Maserati  GranTurismo. 

A  five-piece  luggage  set  designed  by  Ferragamo  with  Maserati  is 
available  by  special  order  in  four  different  colors  and  fits  together 
like  a  jigsaw  puzzle  in  the  new  GT's  trunk.  $9,780  for  the  set  (pieces 
also  available  individually),  at  Salvatore  Ferragamo  boutiques 
in  Beverly  Hills,  Honolulu  and  New  York,  www.salvatoreferragamo.it. 
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le  Patravi  Chonograph  Big  Date  in  18K  rose  gold  with  annual  calendar  is 
perfect  example  of  Carl  F.  Bucherer's  unique  philosophy.  As  an  independent 
mily  business  in  Lucerne  since  1919,  our  passion  for  perfection  and  love  of 
;tail  have  never  changed. 

ww.carl-f-bucherer.com 


o 

Carl  F.  Bucherer 

FOR  PEOPLE  WHO  DO  NOT  GO  WITH  THE  TIMES. 


J  EWELERS 
THE  LAKES  at  Thousand  Oaks      THE  COMMONS  at  Calabasas 
805.230.0035  818.225.0600 


TheEYE  

SPEED  KINGS 

good  news  for  owners  of  expensive  and  exotic  performance  cars  in  the 
Northeast  U.S.:  Famed  Lime  Rock  Park  racetrack  in  Lakeville, 
Connecticut,  has  announced  the  creation  of  The  Club  at  Lime 
Rock  Park,  an  exclusive  members-only  sports  car  club  that  will  allow 
participants  to  log  track  time  (in  their  own  street-legal  cars)  on  any  20  of 
60  available  days  a  year.  Membership,  which  is  limited  to  300,  also 
includes  access  to  the  skid  pad  and  clubhouse.  Among  other  benefits 
are  four  VIP  tickets,  with  hospitality,  to  every  major  racing  event  held  at  this 
lush  racetrack  in  the  Berkshire  hills.  Candidates  must  have  attended 
a  driving  or  racing  school  to  be  eligible.  Membership  requires  a  $110,000 
one-time  fee,  plus  monthly  dues  of  $550.  www.limerockclub.com. 


•  Ham  Confidential 

CAN  WE  KELP  THIS  BETWEEN  OURSELVES?  IT  TURNS  OUT  THAT  THE 
smoky,  deeply  flavored  ham  we've  been  loving  from  some  of  our  favorite 
hostesses  and  restaurants — like  Artisanal  in  New  York  and  High  Cotton  in 
Charleston — comes  from  the  same  source:  Col.  Newst.m's  Aged  Hams  of 
Princeton,  Kentucky.  Introduced  in  1917  and  now  overseen  by  "The  Ham  Lady 
Nancy  Newsom  Mahaffey,  right,  Newsom's  hams  are  free-range,  nitrate-frei 
cured  with  brown  sugar  and  salt,  smoked  over  green  hickory  wood  and  left  to  hang 
for  months.  Available  in  September.  When  they  sell  out,  they  are  gone 
'til  next  year.  $4.69  per  lb.  (270)  365-2482,  www.newsomscountryham.com. 


Avian 
Few 


LIKE  THE  GREAT  ARTISTS  MARK  CATESB' 
and  John  James  Audubon,  Grainger  McKoy 
finds  inspiration  in  the  natural  world.  For  m< 
than  three  decades  McKoy  has  sculpted 
birds  with  uncanny  accuracy  and  realism  in  \ 
and,  more  recently,  cast  them  in  bronze  and 
sterling  silver.  Carolina  parakeets  in  full  cry, 
a  quail  covey  rising,  the  hunger-induced  fren 
of  a  red-shouldered  hawk — all  of  McKoy's 
works  capture  brief,  exhilarating  moments  ol 
avian  beauty.  Never  before  has  basswood  seen 
light  enough  to  defy  gravity.  Shown,  Black 
Skimmer.  McKoy's  commissioned  works 
start  at  $250,000.  www.graingermckoy.com 
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AlDEMARSPlGUET 


INITIATION  INTO  THE  ART  OF  TIME 

PINK  GOLD  WATCH  WITH  CENTER  SECONDS  AND  DATE  DISPLAY.  EXCLUSIVE  SELF-WINDING  AUDEMARS  PIGUET 
MOVEMENT.  WATE  R  -  RESISTANT  TO  2  0  METERS,  also  available  in  white  gold 

AUDEMARS  PIGUET  BOUTIQUES 

40  EAST  57™  STREET,  NEW  YORK,  NY  888.  214.  6858  •  BAL  HARBOUR  SHOPS,  BAL  HARBOUR.  FL  866  595  9700 

www.audemarspiguet.com 


The  EYE 


SEPTEMBER  1 20 


Invitation 
To  the  Bleus 

WITH  AN  ARSENAL  OF  WELL-KNOWN  RECTANGULA 
watches,  Cartier  is  adding  a  round  one  to  the  mix. 
The  new  Ballon  Bleu  de  Cartier  is  named  for  the 
sapphire  cabochon  hidden  on  the  crown.  Easily  dress* 
up  or  down,  the  watch's  curved  case  design — both 
the  front  and  back — feels  slightly  antique.  As  shown, 
white  gold  Ballon  Bleu  de  Cartier  watch,  $28,200,  at 
Cartier  boutiques,  (800)  CARTIER,  www.cartier.com. 


SUITS  IN  A  BOX 


Brioni,  with  its  group  of  elite  tailors  who've  dressed  image- 
conscious  men  for  more  than  60  years,  is  taking  luxury  to  the 
next  level.  This  fall,  swatches  of  78  rare  fabrics  (displayed 
in  specially  designed  boxes)  will  be  available  for  viewing — 
and  ordering — at  a  handful  of  stores.  Clients  are  advised  to 
book  appointments  early,  especially  if  they  want  to  be  among  the  12 
individuals  to  own  a  suit  custom-made  from  Brioni's  Super  230s 
12-micron  wool,  which  is  probably  the  finest  in  the  world.  Suits,  from 
$8,000  to  $22,000,  depending  on  fabric,  at  Brioni  boutiques; 
Bergdorf  Goodman  Men,  New  York;  Wilkes  Bashford,  San  Francisco; 
and  select  Neiman  Marcus  and  Saks  Fifth  Avenue  stores. 
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It's  been  said, 
"Any  sufficiently 

advanced  technology 
is  indistinguishable 

from  magic." 
We" th*n. presto. 


Cooks  up  to  15  times  faster. 
Imagine  roasting  a  12-lb.  turkey  to  perfection  in 
42  mmutes.  Baking  the  perfect  apple  pie  in  16 
minutes.  Or  broiling  a  salmon  filet  in  less  than 
3  mmutes.  The  TurboChef  Speedcook  Oven's 
patented  Airspeed  Technology'"  makes  it  possible. 


More  flavor. 

Faster.  And  better.  Meats  come  out  caramelized, 
moist  and  tender.  Baked  goods,  golden  and  flaky. 
And  roasted  vegetables,  crisp  and  flavorful. 


Designed  for  only  one  kitchen.  Yours. 
No  other  oven  offers  you  the  control  of  a  TurboChef. 
Whether  it's  the  brilliant,  intuitive  color  interface  or 
the  ability  to  save  your  favorite  recipes,  the  TurboChef 
was  designed  to  make  cooking  easy.  You  can  even 
choose  from  7  color  options,  including  all  stainless. 
For  more  information,  call  866-54-ENJOY  or  v.s.t 
usatTHEOVENREINVENTED.COM. 


THE  OVEN.  REINVENTED. 


Th  EYE 
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EVERYTHING  IN 

MODULATION 

Life  was  hard  in  the  1990s.  We  had  to  hook  our  TVs  up  to  "surround  sound  systems," 
those  maddening  assemblages  of  miniature  speakers  and  unsightly  wires,  the 
installation  of  which  taught  us  the  meaning  of  frustration.  These  days  we  need  nothing 
more  than  a  "sound  bar,"  a  skinny  horizontal  speaker  panel  that  does  the  whole  job 
from  beneath  the  TV.  The  five-channel  Marantz  Opsodis  ES7001  uses  the  walls  to  bounce 
sound  strategically  through  the  room,  enveloping  the  couch — and  you — in 
three-dimensional  audio  goodness.  And  the 
installation  will  teach  you  the  meaning 
of  easy.  Marantz  Opsodis  ES7001,  $1,300, 
optional  subwoofer,  $200.  www.marantz.com. 


Supersonic  Sale 

STILL  LONGING  FOR  THE  BYGONE  DAYS  OF 
supersonic  travel?  Here's  your  chance  to  own  a 
piece  of  the  Concorde.  Various  component  parts 
will  be  auctioned  off  from  September  28  to 
October  1  in  Toulouse,  France,  to  benefit  the 
aeronautical  discovery  park,  Aeroscopia,  which 
will  open  in  2010.  There  are  no  reserve  prices, 
so  you  could  get  your  machmeter  (estimate: 
$2,000  to  $3,000)  for  a  fraction  of  the  original 
ticket  price,  www.concorde-encheres.com. 


Greatest 
Grip 

ORIGINALLY  MADE  FOR  N/J 
SEALs  looking  for  maximum 
traction  in  and  out  of  the  wat 
rugged  Abyss  boots  from  new 
outdoor  footwear  company 
OTB  are  designed  to  drain 
water  away  from  the  foot  and 
air-dry  quickly.  They're  just 
the  thing  for  your  next  river  ti 
$115.  www.otbboots.com. 
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-  CHUBB  COMMERCIAL  INSURANCE 


-a;j::-e  :a..e;  C-.s:  "re  ;::c  s'.j-cj-c  fo'  property-casualty 
Suranee....  ChuDb's  best  feature  is  a  three-flecaae  history  of  swiftly 

mi  claims  that  other  companies  might  balk  at.* 

to  rt&tt  to  xnt  Imwe'f  c<  t<w  CQuofl  &ogi:  c'  inwjnce  CMWpMt&v      *  *  \ 
.-'    ■  ■:    ,^  >  ^.c  .  ;?  :>  5f->c  3*a  '.$13.  V  C.."0cM?:s 


-  CHUBB  PERSONAL  INSURANCE 


CHUBB 

For  more  information,  consult  your  independent 
agent,  or  visit  us  at  www.chubb.com  and  click  on 
'Find  an  agent."     ->  . 


jewelry  by  Gokktar  I 


,  Three  stones  to  cherish  your  past,  <4^^^» 
celebra  te  your  present  and  promise  forever. 


SEPTEMBER  2007 

ilace  in  Vienna  I  cappucino  in  rome  I  mountain  comfort  in  Carolina 
ff  the  track  in  hawaii  I  off  work  in  hong  kong  I  beachy  in  Uruguay 


[rave 


\USTRIA 


lenna:  Even  in  a  city  famed  for  its  majestic  palaces,  Vienna's  PALAIS  COBURG  is  an  unquestioned 
Derstar.  Built  in  1845  as  the  not-so-modest  172,000-square-foot  town  home  of  the  Duke  of  Coburg- 
)tha,  the  sparkling  white  Palais,  with  its  spectacular  double-colonnaded  facade,  is  now  a  mega-chic  hotel 
nging  the  charm  and  history  of  alt  Wien  into  the  21st  century.  •  Not  bad  for  an  urban  chateau  that  stood 
maged  and  dilapidated  for  decades  after  suffering  the  double  whammy  of  World  War  II  bomb  damage 
d  an  extended  postwar  stay  by  those  ultimate  down-market  travelers,  the  fun-loving  troops  of  the 
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know 


this  is  the  only  club  where  we  belong. 


ss,  The  Leading  Ri 


of  the  World 


>ur  family  the  ability  to  stay  at  high-quality. 


homes  t  hat  give  us  the  privacy,  space  and  casual  nature  of  a  private  home  and  access  to  the  ser  vices  o 
a  high-end  resort.  For  us,  Quintess,  LRW  provides  the  needed  balance  between  quality,  variety,  value 

and  convenience  that  vacation  home  ownership  just  can't  offer.  We  enjoy  the  benefits  of  a  collection 

of  vacation  homes  without  the  hassles  of  ownership." 

—  Member  William  S.  Wisialowski 
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Trave I 


The  day's  news  at  the 
Antico  Caffe  Greco 


MY 


me:  Italy  runs  on 
ee — where  else  to  lay  the 
ne  for  the  driving? — but 
i  Roman,  there  is  more  to 
)sing  a  cafe  than  just  the 
e.  The  ritual  of  where  you 
or  stand)  to  refuel 
;nds  not  just  on  a  gusto 
nifico  and  a  great 
,  but  also  on  the  fellow 
itele,  time  of  day,  even  a 
icular  barista.  Rome,  that 
t  microscope  of  history 
commerce,  magnifies 
i  decisions  beautifully, 
often  begin  my  quest  for 
line  at  the  small  SANT' 
rflCHIO  near  the  Piazza 
sna,  its  walls  displaying 
onor  guard  of  coffee 
ders.  The  specialty  here  is 
gran  caffe,  foamy  as  a 
)uccino  but  with  no  milk; 
i  their  espressos  sport 
froth.  (Specify  if  you 
t  it  amaro — bitter — as 
characteristic  foam  is 
ly  sweet.)  The  beans  are 
ted  right  on  the  premises 
a  wood  fire,  though 
e  speculate  that  the 
:ial  taste  comes  from 
water,  fed  by  natural 
igs.  In  America  such  an 
tution  would  have 
>ured  the  entire  block. 
So  what's  the  secret?"  I 
id  Ivano,  who  has  worked 
e  for  more  than  20  years, 
his  father  before  him. 
It's  the  water,  it's  the 
ee,  it's  the  man  operating 
machine,"  said  the  man 
ating  the  machine.  "The 
et's  extremely  complex. 


THE  SETUP 


Coburgbastei  4.  Vienna;  011-43- 
1-5(8-18-0,  www.palais-coburg.com. 
Suites  range  from  $575  to  $2,400. 


Red  Army.  Enter  financier  Peter  Piihringer,  who  in 
2001  launched  a  two-year,  85-million-euro  reconstruc- 
tion project  to  rescue  this  grande  dame,  first  repairing 
the  bomb-shattered  facade,  then  turning  the  Palais's 
once-stately  rooms  and  high  vaulted  ceilings  into  35  un- 
derstated suites.  And,  since  this  is  the  city  where  fond 
memories  of  the  Hapsburgs  and  their  operatic  empire 
burn  bright,  Piihringer  also  meticulously  restored  the 
Coburg-Gothas'  opulent  state  apartments,  turning  the  family's  ornate  concert  hall  and 
ballroom  into  venues  for  corporate  meetings  that  are  all  too  often  waltz-free. 

Each  Palais  suite  carries  out  a  unique  theme.  For  something  more  traditional,  request 
one  of  the  1,400-square-foot  (and  aptly  named)  "Imperial  Suites,"  where  you'll  find 
a  downstairs  living  room  with  Hapsburg  portraits  hanging  on  creamy,  spotlit  walls, 
reproductions  of  Empire  furniture,  vintage  prints  and  a  terrace  overlooking  the 
Stadtpark.The  upstairs  quarters  include  a  study,  private  sauna  and  sunken  tub.  For  trendier 

digs,  book  one  of  the  upper-floor 
"Modern  Suites" — sunny  and  sleek 
lofts  and  penthouses  with  wrap- 
around balconies  and  panoramic 
views  of  Vienna's  historic  center.  All 
are  equipped  with  a  galley  kitchen 
and  the  latest  in  electronic  goodies, 
including  a  tablet  PC,  wireless  Inter- 
net and  a  state-of-the-art  entertain- 
ment center. 

You'll  find  the  same  combination 
of  the  classic  and  contemporary  in 
the  Michelin-starred  Restaurant 
Coburg,  where  Austria's  former  "Cook  of  the  Year,"  Christian  Petz,  runs  a  "modern 
Viennese  kitchen,"  preparing  light  and  flavorful  versions  of  traditional  Austrian  dishes. 
The  wine  to  accompany  your  roast  duck  or  salmon  trout  tartare  will  arrive  from  either 
the  hotel's  well-stocked  and  trendy  Wine  Bistro  or  the  Palais's  cellar,  a  35,000-bottle  Fort 
Knox  of  vino  located  deep  in  the  hotel's  foundations,  in  what  were  once  16th-century  for- 
tifications. Although  one  expert  has  called  the  Palais  cellar  "the  wine  world's  best-kept 
secret,"  its  treasures,  which  include  legendary  labels  such  as  the  1947  Cheval  Blanc  and 
a  1961  Petrus,  are  instantly  recognizable.  But  if  the  sommelier  suggests  one  of  Austria's 
many  up-and-coming  vintages,  perhaps  a  local  Griiner  Veltliner  or  a  Pinot  Noir  from 
Burgenland,  your  answer  should  be  an  unqualified  "ja."  Chances  are,  you  will  like  it. 
Especially  when  you  consider  what  those  Soviets  were  guzzling.  — BILL  WHITMAN 


Like  the  Da  Vinci  code." 

Winding  around  a  corner 
near  the  Pantheon, the  60- 
year-old  TAZZA  D'ORO  is 
another  much-loved 
institution.  Its  specialty  is  an 
after-lunch  treat:  the  granita 
di  caffe  con  panna,  a  bowl 
of  slushy  ice  and  coffee 
topped  with  a  lavish  coif  of 
whipped  cream.  Among  the 
mirrored  bars  and  constant 


flow  of  people  inside  and 
out,  you  glimpse  its  emblem 
everywhere — on  cups, 
napkins,  sacks,  counters, 
windows — a  leggy  woman  in  a 
kerchief,  scattering  coffee 
beans.  In  the  back  the 
roasters  are  at  work,  beneath 
a  bust  of  the  original 
padrone.  Comparisons  are 
odious,  but  purely  on  taste, 
this  would  be  my  first  choice. 


But  of  course,  no  man  can 
live  on  liquid  alone,  and  just 
nearby  is  my  favorite  Roman 
cioccolateria,  the  artisanal 
CHOCOLATE  &  PRALINE,  run 
by  a  sophisticated  Neapolitan 
master.  He  serves  hot 
chocolate,  too,  to  compete 
with  any  of  the  caffes. 

Rome's  only  coffee  bar 
with  an  approach  designed  by 
Michelangelo  belongs  to  the^y 
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finest  luxury  crossover  ever. 
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museum  of  the  Campidoglio, 
the  CAFFE  CAPITOLINA. 

Romans  of  my  acquaintance 
deplore  the  service,  but  there 
are  views  and  then  there 
are  views.  Sacrilegious  as  it 
might  seem,  at  this  place 
even  the  drink  itself  becomes 
irrelevant.  Spread  before  you 
from  the  enormous  terrazzo 
are  the  classical  domes 
of  the  Eternal  City  and  those 
smaller,  modern  ones,  the 
satellite  discs,  also  gazing 
heavenward.  Here  is  the 
green  of  the  Borghese 
Gardens,  which  you  will 
never  own;  and  the  memory 
of  sipping  a  cappuccino 
while  overlooking  sunlit 
Rome,  which  you  always  will. 

For  late  afternoon  or 
early  evening,  surrounded  by 
Prada,  Cartier  and  Bulgari, 
the  ANTICO  CAFFE  GRECO 
has  watched  over  the 
Via  Condotti  since  1760. 
Through  its  doors  have 
traipsed  Casanova,  Twain, 
Grieg,  Buffalo  Bill,  Lizst, 
Goethe,  Keats,  Lord  Byron 
and  me.  The  coffee  is 
superb,  but  one  comes  for 
yesteryear's  Grand  Tour,  for 
the  floral  chandeliers,  the 
velour  chairs,  the  bas-reliefs; 
the  mirrored  grandeur, 
tuxedoed  waiters  and  marble 
details;  for  the  gilt-framed 
tableaus  of  classical  Rome 
and  the  death  masks  of 
obscure  poets.  De  Chirico 
called  it  the  cafe  wherein  to 
await  the  world's  end. 

A  hangout  for  the  beautiful 
people,  the  tables  of  the 
ANTICO  CAFFE  DELLA  PACE 


Jose  Ignacio  ■  Colonized  in  the  '50s  by  Euro  pacesetters  like  Yve 

Montand,  Jeanne  Moreau  and  Anita  Ekberg,  the  Uruguayan  peninsula  o 
Punta  del  Este  was  recast  as  the  South  American  Riviera.  Fifty  years  latei 
as  arguably  the  continent's  toniest  resort,  this  jet-set  playground  makes  \j 


wrap  around  an  obscure 
corner  off  the  Piazza  Navona. 
With  its  bronze  statues 


and  sumptuous  woodwork, 
it  is  more  a  turn-of-the- 
century  cocktail  bar 
than  a  cafe,  and  the  service 
can  be  lackadaisical 
unless  you  are  known  to 
the  miniskirted  waitress. 
But  it  has  a  nerve  center 
pulsation  of  importance 
that  the  other  cafes  do  not, 
and  it  is  far  friendlier 
than  its  nighttime 
equivalents  in  New  York, 
London  or  Paris — all  in 
keeping  with  Rome's 
welcome,  day  or  night, 
which  remains  warmer,  too. 
—ANTHONY  WELLER 


THE  SETUP 

SANT  EUSTACHIO 

TAZZAD0R0 
CHOCOLATE  &  PRALINE 
CAFFE  CAPITOLINA 

ANTICO  CAFFE  GRECO 
ANTICO  CAFFE  DELLA  PACE 
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ocking  out — o% 
the  veranda 
at  Old  Edward 


OUT  OF  TOWN: 
ATLANTA 

Highlands,  NC:  So  many 
well-heeled  Atlantans  are 
headed  to  "Highlands"  on 
summer  and  fall  weekends 
that  you  might  assume  it  was 
a  new  northern  suburb.  It  is 
northerly  alright,  about  two 
hours'  drive  into  the  Great 
Smoky  Mountains,  up  4,100 
feet  and  across  the  border  into 
North  Carolina.  Woodsy, 
WASP-y  and  golf-y  (there  is 
not  a  ski  slope  in  sight), 
Highlands  and  neighboring 
Cashiers  are  being  shaken 
from  their  1950s-esque 
languor  by  an  onslaught  of 
luxury  real  estate 
development.  The  talk  on 
everyone's  lips  is  so-and-so's 
spec  houses  or  off-the-chart 
bidding  war,  and  sooner  or 
later  the  conversation  always 
comes  round  to  the  local  800- 
pound  gorilla,  Art  Williams. 

Williams,  who  made  his 
eye-popping  fortune  in 
insurance,  has  poured  his 
treasure  into  Highlands, 
whose  downtown  was 
essentially  a  crossroads  lined 
with  nondescript  one-story 
shops — though  in  some^ 


South  Beach  feel  about  as  chic  as  Jacksonville,  its  glittering 
December  to  February  high  season  drawing  such  boldface 
names  as  Naomi  Campbell,  Mario  Testino  and  Ralph  Lauren. 

But  chic  being  inverse  to  popularity,  the  boldface  names 
have  now  drifted  east  of  the  town  of  Punta  del  Este  itself. 
Proceed  up  the  two-lane  coastal  highway  strung  with  glass- 
walled  palazzi  and  such  jaw-dropping  luxe  as  architect  Rafael 
Vifioly's  futuristic  $6-million-a-condo  ACQUA  (check  it  out  at 
www.acqua.com.uy). The  haute  habitues  now  sip  their  clerico — 
a  splendid  regional  concoction  of  white  wine,  Champagne 
and  fresh  berries — on  the  stretch  of  shore  about  30  minutes  away  known  as  Brava  Beach  in  t 
town  of  Jose  Ignacio.  Anchored  by  a  landmark  lighthouse,  this  wealthy  enclave  of  private  v 
las  is  where  novelist  Martin  Amis  and  chic  hotelier  Alan  Faena  keep  their  holiday  homes. 

A  seaside  crescent  of  low,  rolling  dunes,  rustling  beach  grass  and  whitecapped  surf,  Jc 
Ignacio  is  centered  on  an  eccentric  assortment  of  villas.  Its  pastiche  of  architectural  styl< 
brightly  painted  modernist  clapboard,  whitewashed  adobe,  even  classic  Tudor,  is  a  testame 
to  the  locale's  capricious  sequence  of  design  vogues. 

Just  a  few  years  ago  a  stay  here  meant  being  invited  as  a  guest  to  one  of  the  recherc; 
beach  community's  private  villas.  Luckily  for  today's  stylish  interlopers,  a  handful  of  sma 
modish  guesthouses  have  recently  cropped  up.  The  12-room  adobe-style  LA  POSADA  DEL  FAF 
with  its  antique-scattered  rooms,  is  Gisele  Bundchen's  choice.  Nearby,  POSADA  AZUL  MARI 
offers  nine  rooms  in  a  modernist  building  overlooking  a  sand  dune,  while  the  airy  ARB 
is  centered  on  a  lush  courtyard.  At  POSADA  DE  PIEDRA,  six  well-appointed  suites  are  run  b] 
former  Buenos  Aires  fashionista. 

"Foreign  money  is  pouring  in,"  says  Margarita  Palatnik,  sitting  pretty  in  her  internation 
design  emporium,  MARABIERT0,  in  nearby  La  Barra.  "We've  been  'discovered'...."  Foreign  buy 
are  snapping  up  property  and  villas  at  such  a  clip  up  and  down  the  peninsula  that  Europeans  a, 
Americans  now  comprise  15 


to  20  percent  of  Marabierto's 
business,  and  Sotheby's  Inter- 
national has  opened  a  realty 
office  in  Punta.  Four  years 
ago,  the  clientele  was  almost 
exclusively  the  wealthy  South 
Americans  who  tradition- 
ally summer  here.  "Needless 
to  say,"  adds  Palatnik,  "we're 
delighted." 

In  Jose  Ignacio,  which  a 
few  years  ago  offered  only  a 
single  fashionable  restaurant, 
international  discovery  is 
partially  fueling  the  launch 
of  such  hot  spots  as  LA  HUELLA.  An  alfresco  bar-restaurant  on  the  Playa  Brava,  La  Huella  i 
place  where  two  o'clock  luncheons  erupt  into  a  blur  of  bikinis  and  bottle  service.  Likewi: 
MARISM0,  another  fashiony  boite  a  few  minutes  inland,  sees  models — and  the  inevitable  p 
parazzi — crowding  the  dirt  road  out  front  during  high  season. 

The  place  that  started  it  all,  the  restaurant  LOS  NEGR0S,  is  a  wonderfully  romantic  sp 
perched  on  a  low  cliff  above  the  Adantic.  It  has  become  as  famihar  a  fixture  in  Jose  Ignacio 
the  lighthouse  it  overlooks.  Yet  Francis  Mailman,  the  prescient  Argentine  restaurateur  w 
opened  its  tomato-red  doors  in  1992,  arches  a  reflective  eyebrow  at  the  bustling,  celebrity-  ) 


Alfresco  at 
La  Huella 
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cases  (Cyrano's  Bookshop, 
McCulley's  Cashmeres)  these 
venues  are  much  beloved.  The 
showpiece  of  William's  condo 
and  hospitality  empire,  the 
OLD  EDWARDS  INN,  occupies 
one  corner  of  Main  Street,  and 
it  has  changed  the  whole 
ballgame  in  these  parts. 

The  new  Old  Edwards,  with 
its  hotel,  spa,  restaurant, 
fitness  center  and  shops,  is  a 
posh  rethink  of  the  dowdy 
brick  and  clapboard  hotel 
previously  on  this  spot.  Though 
the  old  hotel's  major  wings, 
dating  from  1878  and  1935, 
have  been  preserved,  its 
former  clients  must  be 
stunned  to  see  the  place  now. 
Williams  has  lavished  $40 
million  on  the  property  since 
2001,  and  his  money — 
in  the  soaring,  baronial  public 
rooms  and  sculptural  saline 
swimming  pool,  and  in  subtler 
touches  like  the  hand-forged 
ironwork  by  an  Atlanta 
blacksmith — has  been 
tastefully  spent.  One  longtime 
Highlands  hand  groused  that 
Williams  "wants  to  turn  us  into 
Aspen."  But  frankly,  Aspen 
should  have  such  a  hotel. 

The  interiors  are  done  in 
subdued  shades  of  chocolate 
and  khaki,  and  the  rooms 
range  from  the  handsomely 
appointed  but  disappointingly 
cramped  (in  the  historic 
section)  to  ultraluxe  cottages 
and  900-square-foot  suites 
with  playing-field-size 
bathrooms  and  stone  balconies. 


jfljT  -splashed  wave  that  has  engulfed  his  once-solit;i 

gourmet  outpost.  He  is  already  moving  on. 

H   Jjc  An  elegant,  silver-maned  gentleman  in  his  5i 

.  m  Mailman  has  auxiliary  addresses  including  1884,  ci 

■*       1  most  charming  restaurant  in  Mendoza,  gateway 

Argentina's  wine  country,  as  well  as  the  intimate  | 
seat  Buenos  Aires  dining  room  Patagonia  Sur.  I 
particular  elan  is  demonstrated  in  his  having  stocl 
Los  Negros  with  a  poetry  library. 

At  lunch,  as  Mailman  and  I  spoke,  I  made  a  valij 
attempt  at  a  cast-iron  pan  of  beautifully  roasted  sn^1' 
per  and  vegetables — a  dish  that  might  easily  sei 
four — fired  up  in  the  mammoth  kiln  Mailman  calls 
oven.  At  the  next  table,  a  lithe  young  South  Americ 
girl  made  quick,  effortless  work  of  a  12-ounce  stea 
Awash  in  late-afternoon  sun,  the  sea  crashing  beneath  us,  Mailman  explained  that  his  n< 
project  will  be  to  head  the  restaurant  at  the  newest  incarnation  of  the  Aman  Resorts-own 
SETAI,  due  for  a  seaside  2008  debut  here.  But  he  is  putting  the  picture-postcard  Los  Neg: 
behind  him.  Work  at  the  Setai  aside,  he  is  swapping  Jose  Ignacio's  see-and-be-scene  for 
quiet  charms  of  tiny  Garzon,  40  minutes  inland,  a  once  bustling  railway  town  with  2,0 
residents  that  dwindled  to  its  current  200  inhabitants  when  the  train  stopped  coming. 
Mailman  ahead  of  the  curve  yet  again? 

Thanks  at  least  partly  to  him,  the  area  surrounding  Laguna  Garzon  is  shaping  up 
Uruguay's  nascent  "Next  Spot."  Having  remodeled  Garzon's  general  store  into  an  extrem 
chic  five-room  hotel  called  EL  GARZON,  Mailman  has  equipped  its  restaurant  with  stoves  t| 
prepare  dishes  in  an  Andean  style  called  "infiernillo" — "little  Hell" — meaning  cooked  on  ii 
griddles  between  two  wood  fires  and  brought  to  the  table  sizzling.  He  has  now  opened  a  c: 
off  the  square,  refinished  another  building  into  a  charming  concert  hall  and  bought  up  si 
rounding  pueblos  to  refashion  as  private  villas.  While  still  under  the  radar,  it's  a  cinch  bet  t! 
by  2010  you'll  be  reading  about  the  "glittering  guests  of  Garzon...." — VIIA  BEAUMANIS 


Our  room,  a  spa  suite 
(#224),  came  with  that  trade- 
off of  information-age  travel, 
the  room  orientation  tutorial. 
The  bellman's  instructions 
began  almost  before  our 
luggage  hit  the  floor,  involving 
entertainment  systems,  the 
remote  control  for  the  fireplace 
and  a  wireless  touch  pad 
that — sometimes  mysteriously 
— overrode  or  duplicated  other 
systems  and  devices.  There's 
lots  to  be  explained  in  an 
accommodation  where  a 
simple  bathroom  light  switch 
offers  options  for  ON,  OFF  and 
SCENE.  (Yeah,  baybee!) 

The  Old  Edwards  provides  a 
barn-size,  cutting-edge 
exercise  center  (plug  your 
Technogym  key  from  home  into 


their  machines  and  pick  up 
your  workout  where  you  left 
off),  the  top-notch  Madison's 
restaurant  and  that  gorgeous 
pool,  which  opened  in  the 
summer  of  2007.  But 
the  chief  on-site  amusement 
is  the  gemlike  spa.  My 
wife  and  I  led  into  things  by 
taking  lunch  (sprouted 
chickpea  chopped  salad, 
which  eats  a  whole  lot 
better  than  it  reads)  in  the 
clubby,  paneled  Spa  Cafe, 
swaddled  in  our  robes 
before  the  giant  fireplace. 
We  proceeded  on  to  a 
Rainforest  Rejuvenation, 
which  essentially  set  the  two 
of  us  loose  in  a  small 
steam  room  with  variously 
angled  jets  of  water  and  a  tray 


of  unguents  and  emollients 
from  the  preferred  sources 
of  such  things  in  Old  Europe 
and  the  Holy  Lands,  and 
we  capered  around  like 
chimpanzees  for  45  minute: 
smearing  the  stuff  on  each 
other.  We  emerged  scrubbec 
scoured  and  unevolved. 
The  new  Highlands,  it  turns 
out,  has  a  playful  side. 

—RICHARD  NALLE> 
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ORE  THAN  250  YEARS  OF  UNINTERRUPTED  HISTORY... 


RETROGRADE  DATE  AND  DAY 
'ATRIMONY  CONTEMPORAINE 

342.5  mm  pink  gold  case.  Caliber  2460. 
^Poingon  de  Geneve.  Self-winding 
nechanical  movement.  Day  and  date 
etrograde  indicators.  Anti-reflective 
iapphire  crystal.  Silver  opaline  dial.  Pink 
;old  hour  markers.  Water-resistant  to  30 
neters  (-100  feet). 

S6020/000R-9239 


DEDICATED  TO  PERFECTION 


VACHER0N  C0NSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755. 


For  information  call  877-862-7555  -  www.vacheron-constantin.com 
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OFF  WORK:  HONG  KONG 


Few  aircraft  descents  offer  as 
spectacular  a  view  as  the  one 
into  Hong  Kong.  Sandwiched 
between  sea  and  mountains, 
Hong  Kong  is  in  many  ways  an 
"in-between"  city,  juxtaposing 
its  colonial  past  with  its 


does),  a  bespoke  tailor  or 
a  Chinese  translator.  Rooms 
have  two  decor  options: 
Western  or  the  more 
distinctive  Chinese.  The 
chef's  table  at  CAPRICE  is  the 
place  to  see  and  be  seen. 


decor  and  well-chosen  Eastern 
artifacts.  Philippe  Starck's  JIA 
HOTEL  is  the  older  original  on 
which  the  others  are  modeled. 
The  decor  is  a  tad  frilly  for 
Starck,  but  the  service  "with  a 
touch  of  sass"  strikes  some  as 


Oyster 


the 


Chinese  future,  its  Eastern 
traditions  with  its  Western 
exuberance.  Wealth — the 
making  and  spending  of  it — is 
a  national  pursuit.  For  luxury 
travelers,  the  pickings  are  rich. 

Where  to  Stay 

The  FOUR  SEASONS  has,  hands 
down,  the  best  location  in 
town.  Being  within  the  IFC 
(International  Finance  Centre) 
complex  means  that  you 
could  potentially  conduct  your 
business  without  stepping 
outdoors.  Ask  the  concierge 
for  a  local  SIM  card  (everyone 


d  Four  Seasons;  a  Mong  Kok  fish  m 

If  you  like  buzz,  you  should 
check  out  the  boutique  hotels 
springing  up  in  trendy  Lan 
Kwai  Fong.  The  new  HOTEL  LKF 
has  95  rooms,  spare  modern 
decor  and  abundant  perks — 
free  evening  cocktails, 
for  one — making  it  a  favorite 
among  young  travelers. 
Slightly  easier  on  the  wallet 
are  the  nearby  LAN  KWAI 
FONG  HOTEL  and  its  sister 
property,  CENTRAL  PARK 
(don't  be  put  off  by  the  name). 
Self-consciously  hip,  these 
boutique  hotels  benefit 
from  their  subdued  Chinese 


a  refreshing  change. 
Australian  chef  Dane  Clouston 
has  put  Jia's  OPIA  restaurant 
on  the  culinary  map;  the 
place  also  serves  the  best 
oyster  shots  in  town. 

The  flagship  MANDARIN 
ORIENTAL  reopened  last  year 
after  a  $140-million 
renovation.  Removing  the 
balconies  has  made  the  rooms 
larger,  but  thankfully  the 
traditional  wood  interiors  are 
preserved.  Irish  linen,  iPod 
docking  stations  and  Hermes 
toiletries  pamper  even  the 
most  jaded.  The  legendary 


MAN  WAH  serves  refined 
Cantonese,  and  French 
superstar  PIERRE  GAGNAIRE' 
outpost  dazzles. 

The  LANDMARK  MANDARI 
ORIENTAL  ("Landmark"  to 
locals)  trumpets  its  large 
rooms  by  marking  them  by 
size:  L450,  L600  or  L900. 
The  rooms  themselves,  with 
rain-forest  showers  and 
ylang-ylang  toiletries,  are  qu 
wonderful.  Its  Adam  Tihany- 
designed  restaurant,  Amber 
serves  palate-enlivening 
modern  European  cuisine. 

Where  to  Eat  and  Drink 

Perhaps  natural  for  an  islan 
crammed  with  people,  Honj 
Kong  thrives  on  the  words 
"private"  and  "exclusive."  T 
latest  craze  is  private  drinki 
bars.  MINT  is  the  newest 
members-only  drinking  clut 
modeled  along  the  London 
original.  Blue  light,  sleek 
furniture  and  great  drinks 
make  this  a  worthy  inherito 
CHINA  CLUB'S  mantle  of 
exclusivity.  Ask  your  conciej" 
if  the  hotel  has  a  membersi 
or  just  quiz  your  local  busir 
associates.  If  you  can't  get 
into  Mint,  walk  next  doort 
the  brand-new  CHEESE  ROD  I 
where  you  can  sniff  out  a 
Stinking  Bishop  to  enjoy  wi 
your  tipple.  It  is  annexed  tc 


62  I  FbrbesLife 


ivei 


the  older  PRESS  ROOM,  which 
serves  great  seafood  and 
steaks.  The  health-conscious 
can  try  LIFE  for  organic 
food  in  a  bistro  environment 
with  a  bohemian  pace. 
Also  in  Hong  Kong's  Soho 
is  Taiwanese  chef-architect 
Frank  Sun's  massively 
popular  TRIBUTE,  which 
serves  fresh  California  cuisine. 

Private  kitchens,  or 
sifangcai  in  Chinese,  abound 
in  Central.  These  unlicensed 
eateries  without  signs  serve  a 
set  menu  in  private  homes. 
Hong  Kongers  like  them 
because  they  offer  unique 
family  recipes  or  seasonal 
dishes  at  a  lower  cost.  YELLOW 
DOOR  KITCHEN  is  popular, 
but  check  with  local  friends 
for  their  choices.  Always  book 
in  advance  and  bring  cash. 

Hong  Kong  serves  possibly 
the  most  mouthwatering 
spectrum  of  Chinese  food 
on  the  planet,  so  it  would 
be  a  shame  to  leave  the  island 
without  trying  an  egg  tart, 


PACKABLE 

Toting  guidebooks  is  a  drag.  We'd  rather  pack 
the  Luxe  City  Guides,  pocket-sized  tip 
sheets  written  in  a  brisk  and  dishy  style.  The 
selection  is  Asian  city-heavy — the  U.K. -born 
publisher  lives  in  Hong  Kong — but  new 
guides  to  Rome  and  New  York  show  some 
Occidental  savvy  too.  $9.  www.luxecityguides.com. 


If  you  can  handle  Szechuan 
food,  taste  the  chili  chicken  at 
SHOI  HU  JU  on  Peel  Street. 

For  contemporary 
Chinese  with  a  twist,  try 
BO  INNOVATION,  where 
sunglass-wearing  Chef  Alvin 
Leung  makes  unusual  dishes 
such  as  scrambled  pigeon 
eggs  with  truffles  and  Iberian 


Where  to  Shop 
Local  expats  end  up  at  LANE 
CRAWFORD  for  a  wide  selection 
of  menswear  from  around 
the  world.  This  is  the  place  to 
get  your  favorite  Australian 
and  Asian  brands.  Break  for 
a  salad  and  cappuccino  at 
CAFE  COSTA  within  the  store. 
SEIBU  offers  a  more  boutique 


rejuvenated  Mandarin  Oriental 


roast  pork  or,  for  the  more 
adventurous,  stinky  tofu, 
sauteed  frogs  or  braised  snake. 
They  can  usually  be  had  at  the 
hawker  stalls  or  the  floating 
restaurants  off  Aberdeen.  For 
refined  Cantonese  in  exquisite 
surroundings,  try  VAN  TOH 
HEEN.  Wyndham  Street  is 
home  to  a  number  of  funky 
restaurants  such  as  PICKLED 
PELICAN,  FROG  FACE  FISH, 
WAGYU  and  ZEST,  as  well  as 
YUN  FU,  which  serves 
contemporary  Tibetan  in  a 
dreamy  lantern-filled  setting. 


ham  in  his  open  kitchen. 
The  hottest  new  restaurant  in 
town,  however,  is  Harlan 
Goldstein's  H  ONE,  just  a 
couple  of  floors  above  his 
original  HARLAN'S  within 
the  IFC.  Reserve  in  advance 
and  be  prepared  to  spend 
big  for  giant  steaks  and 
fresh  seafood.  Wine-lovers 
should  head  to  GADDI'S  at  the 
Peninsula,  PETRUS  at  the 
Shangri-La  or  ROBUCHON  A 
GALERA  much  farther  afield  at 
the  Hotel  Lisboa  in  Macau 
for  their  extensive  wine  lists. 


selection,  such  as  Nudie  jeans 
and  cool  T-shirts. 

Or  skip  the  department 
stores  altogether  and  head  to 
the  night  markets  in  Kowloon. 
The  JADE  MARKET  has  some 
500  stalls  selling  jade  of . 
different  colors,  vintage  and 
authenticity.  Bring  along  a 
knowledgeable  local  friend  if 
you  plan  to  buy  anything 
expensive,  even  if  the  vendor 
offers  so-called  certificates  of 
authenticity.  The  LADIES' 
MARKET,  with  its  hanging 
brassieres,  lingerie,  wigs  and 


shoes,  is  a  fun  place  to  wane 
and  to  satisfy  fetishes.  The 
flower  and  goldfish  markets  i 
Mong  Kok  give  a  glimpse  inti 
the  Chinese  preoccupation 
with  feng  shui,  aquariums  ar 
exotic  fish. 

More  adventurous  shoppe 
can  take  the  train  to  Lo  Wu 
station  in  Shenzen.  Right  aft 
immigration  (visa-on-arrival) 
is  LUO  HU  COMMERCIAL  CITY: 
six  floors  of  computers, 
electronics,  fake  designer 
handbags,  chess  sets  and 
souvenirs.  The  place  is  gritty 
be  warned,  but  it  offers  a 
glimpse  of  "real  China," 
complete  with  bargaining 
matrons,  incense-filled 
shops  and  mournful  Chinese 
music  floating  out  of  tinny 
speakers.  The  latest  America 
DVDs — pirated — are  availabl 
for  a  dollar.  Stop  for  a  reflex- 
ology foot  massage  if  the 
going  gets  tough.  And  hang 
on  tight  to  your  purse. 

— SHOBA  NARAY 


Board's  site,  www.discoverhong 
kong.com,  and  www.timeout.com/ 
travel/hongkong  has  succinct  review 
www.hkstreet.com  gives  street 
maps  and  even  shopping  maU  layou 
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Tra  ve  I 


HAWAII 


Lanai  &  Molokai:  "There  are  no  traffic 

lights  on  Molokai... and  you  can  smell  coffee  in  the 
air  from  the  plantations,"  a  resident  of  this  small, 
lesser-known  Hawaiian  island  had  told  me.  "It's 
not  like  Maui  or  the  other  big  islands."  •  Having 
stayed  at  a  few  too  many  of  the  megaresorts  on  those 
other  islands,  I  was  curious  to  know  if  she  was  right, 
whether  Molokai  was  one  of  the  last  bastions  of  Old 
Hawaii.  Lanai,  too,  might  fit  the  bill,  a  place  that 
got  its  one  close-up  a  decade  ago  when  Bill  Gates 
was  married  there,  but  which  has  pretty  much  re- 
mained out  of  the  spotlight  since.  The  two  islands  are 

neighbors,  sandwiched  between  Oahu  and  Maui,  but  that's  as 
close  as  the  relationship  gets.  You  can't  even  fly  between  them; 
you  have  to  fly  back  to  Honolulu  and  change  planes  to  see  both. 
And  in  spirit,  as  I  discovered,  they're  even  farther  apart. 

Lanai  is  pure  glamour:  perfected,  pampered,  plush.  The  island 
is  owned  by  Castle  &  Cooke/Dole,  and  has  been  so  cultivated 
by  CEO  David  Murdock  that  even  former  pineapple  workers' 
shacks  in  Lanai  City  are  being  snapped  up  by  smitten  main- 
landers  for  a  half  million  dollars  each.  Others  are  moving  into 
the  new  luxe  residential  developments  attached  to  the  island's 
two  major  resorts.  It's  easy  to  see  why  they  want  to  be  here:  Lanai 
is  all  but  untouched,  with  acres  of  green  fields,  few  paved  roads, 
powdery  beaches  and  miles  of  hiking  trails  winding  through 
dense  forests. 

Murdock  took  advantage  of  the  island's  diverse  topography 
to  open  two  very  different  hotels,  both  recently  upgraded  and  re- 
branded  by  Four  Seasons.  The  LODGE  AT  KOELE  near  Lanai  City 
is  perched  at  around  1,700  feet  in  elevation.  It  is  decorated  like 
an  English  hunting  lodge,  which  fits  its  cooler,  mistier  climate 
and  edge-of-the-forest  location.  Hawaiians  of  my  acquaintance 
love  coming  here  because  it's  so  different  from  the  beach  resorts 
elsewhere  in  the  islands.  Golfers  love  it  for  its  challenging,  dra- 
matically sculpted  Greg  Norman  course  with  high-altitude  views 
of  the  surrounding  islands.  (Even  if  you  have  little  interest  in 


Gre 

layout  at  the 
Lodge  at  Koele 


golf,  Norman's  practice  putting  green  is  a  wonder,  an  artf 
landscaped  course-in-miniature  with  water  hazards  and  a  t 
laden  rough.) 

Down  at  the  beach,  LANA'I  AT  MANELE  BAY  (the  site  of  the  G) 
soiree)  is  a  more  conventional,  luxury  waterfront  resort 
the  head-swiveling  snorkeling  right  off  the  beach,  the  wh 
and  dolphin-watching  and  its  Jack  Nicklaus  golf  course  gi 
a  unique  edge. 

Between  the  two  is  Lanai  City,  a  patchwork  or  those 
demand  1920s-era  multicolored,  tin-roofed  plantation  cotta 
along  with  small  cafes  such  as  Blue  Ginger,  where  locals  ga 
every  morning  to  "talk  story,"  or  trade  gossip.  Sure,  the  Mure 
touch  is  upscaling  some  of  the  local  shops  (the  little  gro 
store,  Richard's,  which  the  company  now  owns,  has  a  wine 
ection  that  wouldn't  look  out  of  place  at  New  York's  She 
Lehmann).  But  you  still  get  a  sense  of  the  culture  that  pred 
Dole. .  .just  in  a  very  refined  form.^^ 
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She's  a  fan. 


MANDARIN  0R1E NTAL 
THE  HOTEL  GROUP 


Whoopi  Goldberg  is  a  fan  visit  www.mandannonental.com  BANGKOK  •  CHIANG  MAI  •  GENEVA  •  HONG  KONG  • 
NEW  YORK  •  PRAGUE  •  SAN  FRANCISCO  •  SINGAPORE  •  TOKYO  •  WASHINGTON  D.C.  ■ 


■  JAKARTA  •  KUMA  LUMPUR  •  LONDON  •  MACAU  •  MANILA 
•  OPENING  2007:  RIVIERA  MAYA  •  SANYA 


•  MIAMI  •  MUNICH 


From 

Annuities  to 
Zero-coupon 
bonds. 


With  comprehensive  expertise  in  Insurance  and  Asset  Management 
and  as  a  Fortune  Global  500® company,  we'll  be  there  to  partner  with  you 
whatever  your  financial  needs,  www.allianz.com 

Allianz.  Financial  solutions  from  A-Z 


INSURANCE  |  ASSET  MANAGEMENT  |  BANKING 


Allianz  © 


in  the  U  S        contact  us  or  your  advisor  for  our  Insurance  and  Asset  Management  solutions: 
Allianz  Global  Investors  -  Fireman's  Fund  -  Allianz  Life 


Allianz  is  a  registered  trademark  of  Allianz  SE,  Germany.  Allianz  SE  is  the  parent  company  of  entities  around  the  world  such  as 
ACF,  Allianz  Global  Investors  and  Dresdner  Bank.  The  range  of  services  in  different  markets  may  vary.  ©2007  Allianz  SE 


SEPTEMBER  21 


Molokai,  on  the  other  hand,  is  simple,  a  bit  raw  and  as  au- 
thentic as  it  gets.  Fortunately,  we  arrived  on  a  perfect  night  to  ex- 
perience it,  as  announced  by  the  flowers  and  flaming  torches 
outside  the  Mitchell  Pauole  Center  in  Kaunakaka'i,  the  island's 
three-block-long,  mom-and-pop-shop-filled  main  town.  The 
occasion  was  the  annual  fund-raiser  for  Moana's  Hula  Halau,  a 
school  devoted  to  teaching  the  authentic  tradition  of  hula  (as  op- 
posed to  the  resort  version,  featuring  the  humiliation  of  some 
poor  sap  plucked  from  the  audience).  Legend  has  it  that  hula 
began  on  this  island,  and  due  to  the  efforts  of  two  transvestite  (in 
the  gentle  Hawaiian  tradition)  sisters,  Aunty  Moana  and  Aunty 
Raquel,  the  tradition  is  being  taught  to  the  next  generation. 

Clearly,  the  sisters  take  their  job  seriously.  After  indulging  in 
another  island  tradition — extensive  mingling  and  copious  eat- 
ing, in  this  case  a  home-cooked  potluck  buffet — the  crowd  set- 
tled in  to  watch  one  graceful  group  after  another  dance  with 
passion  and  beauty  and  meaning.  After  the  last  strains  of  music 
and  the  last  expressive  moves,  there  wasn't  a  dry  eye  in  the  crowd. 


There  weren't  many  visitors,  either, 
then  visitors  don't  pour  onto  Molokai 
way  they  do  onto,  say,  the  Big  Island.  And 
locals  are  pretty  ambivalent  about  touri 
anyway;  a  few  years  ago  a  group  of  loc 
protested  (and,  some  say,  conducted  spirit 
ceremonies  to  bring  on  a  storm)  to  prev 
Holland  America's  Statendam  from  schec 
ing  the  island  as  a  port  of  call.  The  cruise  ] 
scheduled  it  anyway,  but  high  seas  preven 
them  from  dropping  anchor — an  act  of 
ture  some  locals  interpreted  as  the  gods  p 
tecting  them  from  the  mass  tourism  devi 
Of  course,  visitors  do  trickle  in.  The  m 
daring  take  the  mule  trek  down  the  wor 
highest  sea  cliffs  on  the  Kalaupapa  pen| 
sula.  Mostly,  though,  the  visitors  come  for 
lush,  varied  and  unspoiled  scenery — and  it  truly  is  unspoil 
Papohaku,  three  miles  of  soft  white  sand  on  the  island's  v, 
coast,  is  the  state's  longest  beach,  and  on  any  given  day  a  visi 
can  have  it  all  to  himself.  Hike  through  the  rain  forests,  n 
ancient  temple  platforms  to  the  waterfalls  in  the  Halawa  Val) 
and  you're  likely  to  be  on  your  own  too. 

The  only  major  hotel  on  the  island  is  THE  LODGE  &  BE/ 
VILLAGE  AT  MOLOKAI  RANCH,  located  on  65,000  acres,  rough! 
third  of  the  island,  where  the  paniolos,  or  cowboys,  have  hera 
livestock  for  the  last  century,  and  where  horses  still  gambol  ad 
the  fields — you  can  ride  them  on  trails  that,  again,  are  desert) 
The  decor  in  the  lodge  and  its  22  rooms  (there  are  also  40  ba 
tents  on  the  beach)  is  rustic,  with  carved  wooden  furniture  i 
some  Hawaiian  kitsch  (a  hula  girl  lamp  base  just  screams  E 
and  Blue  Hawaii).  The  restaurant  turns  out  wonderful  me 
from  banana  French  toast  to  burgers  of  Molokai  beef  and  gril 
local  mahimahi. 

On  Sunday  nights,  a  group  of  locals  known  as  "the  eld( 
come  in  to  celebrate  the  island's  culture  in  performance.  Mui 
ians  play  the  traditional  songs;  women,  who  could  be 
mothers  or  grandmothers  of 
Moana's  students,  dance  their 
traditional  hulas,  as  they've 
been  doing  for  years,  not  pro- 
fessionallyjust  for  themselves. 

The  night  we  were  there, 
the  crowd  packing  the  lodge's 
great  room  was  from  the 
mainland  and  didn't  under- 
stand the  language  or  move- 
ments. But  when  the  elders 
finished,  there  wasn't  a  dry 
eye  here  either. 

—LAURIE  WERNER 


FOUR  SEASONS  RESORT  LANA'I. 
THE  LODGE  AT  KOELE 

FOUR  SEASONS 
RESORT  LANA'I  AT  MANELE  BAY 

THE  LODGE  &  BEACH  VILL 
AT  MOLOKAI  RANCH 
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A  guesstimate  might  be  OK 
in  a  car.  But  not  in  a  cockpit 


IWC 

SCHAFFHAUSEN 
SINCE  1868 


"Precisely!" 


Pilot's  Watch  Chrono-Automatic.  Ref.  3717:  Prefer  wrapping  your  fingers 
round  a  joystick  to  a  steering  wheel?  Then  you'll  love  this  watch.  A  soft-iron 
inner  case  protects  the  mechanical  chronograph  movement  against 
strong  magnetic  fields.  The  antireflective  sapphire  glass  is  secured 
against  sudden  drops  in  pressure  at  all  times.  And  features  like  this 
can  mean  only  one  thing:  a  big  thumbs  up!  IWC.  Engineered  for  men. 


Mechanical  chronograph  movement  I  Self-winding 
Day  and  date  display  I  Small  seconds 
with  stop  function  I  Soft-iron  inner  case 
for  protection  against  magnetic  fields 
(figure)  I  Antireflective  sapphire  glass.  ' 
secured  against  drops  in  pressure  I 
Water-resistant  to  60  m  I  Stainless  steel 


IWC  North  America  645  Fifth  Avenue,  5th  Floor  New  York  NY  10022.  For  information,  call  (800)  432  9330  www.iwc.com 


Quintessentials  by  MarkrGrischue 


Knit 
To  Be 
Tied 

A  hundred-year-old 
classic  comes  back 
around—again. 


rp 

he  knit  tie  has  been  in  and  out  of  fashion  several 
times  in  the  last  hundred  years.  Its  19th-century 
^  origins  are  obscure,  but  it  gained  favor  among  Jazz 
Age  college  students,  and  had  a  second  burst  of  popular- 
ity in  the '50s  (see  James  Dean  in  Rebel  Without  a  Cause). 
Then  it  slumbered  until  the  Me  Decade  revived  it  as 
disco  chic.  Now,  after  a  25-year  hiatus,  knitted  neckwear 
is  back:  in  stores  for  fall,  and  sighted  at  the  recent  run- 
way shows  for  spring  2008. 

Many  of  this  fall's  knit  ties  are  made  of  cashmere  or 
wool,  which  gives  them  extra  heft.  Classic  silk  knits  tend 
to  be  seasonless.  They're  also  the  most  traditional,  and 
look  best  with  shots  of  color  or  stripes  to  bring  them  up 
to  date.  But  whether  they're  silk,  wool  or  combinations 
thereof,  knit  ties  shouldn't  be  hung  (which  will  stretch 
them  out  of  shape),  but  coiled  and  stored  in  a  drawer. 
Thus  protected,  they're  sure  to  be  ready  for  their  next 
moment  in  the  sun.  From  top:  silk  tie  by  Hermes,  $145,  at 
Hermes  stores,  (800)  441-4488;  merino  wool  tie  by  Lanvin, 
$1 75,  at  Barneys  New  York,  (212)  826-8900;  cashmere  tie 
by  Bamford  &  Sons,  $185,  at  Bergdorf  Goodman  Men,  New 
York,  and  Neiman  Marcus  stores;  silk  tie  by  Prada,  $210,  at 
select  Prada  boutiques,  (888)  977-1900;  and  silk  tie  by 
Ba?nford  &  Sons,  $225  (stores  as  above).  • 
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Security  Counsel  by  Neal  Santelmann 


The  Art  of 
Movin 

Taking  proper  care  of  a  collection  is  painstakin; 
icessary — and  best  left  to  professionals. 


n  January,  midtown  Manhattan's 

most  renowned  club  dweller  was 

booted  from  the  King  Cole  Bar  at 

St.  Regis  Hotel  on  East  55th  Street. 

;  barfly  in  question — the  King  him- 
)  as  portrayed  in  oil  on  a  three-paneled 
ral  by  American  illustrator  Maxfield 
rish — was  shuttled  to  Rustin  Leven- 
Art  Conservation  Associates  in 
elsea  to  dry  out  and  clean  up.  Con- 
vators  spent  four  months  removing 

decades' worth  of  dirt,  tobacco  stains 
|  cocktail  splashes  from  the  merry  old 
1  and  his  retinue. 

While  the  conservation  work  led  by 
ratings  specialist  Harriet  Irgang  was  an 
pnto  itself,  so,  too,  was  the  task  of  re- 
ding the  8-by-30-foot  piece  from  the 
l.The  six-hour  job,  which  ended  with 
mural  sprung  from  its  immense  frame,  covered 
cid-free  paper  and  rolled  around  three  "sonotubes" 
climate-controlled  truck,  was  handled  by  Primary 
Services,  an  august  member  of  the  field  of  "art 


handling"  that  plays  a  vital 
if  largely  unheralded  role 
in  the  preservation  of  artis- 
tic treasures. 

"Getting  the  painting 
off  the  wall  wasn't  that 
had,"  recalls  Steve  Lebron, 
a  partner  in  the  Brooklyn- 
based  firm,  who  assumed  a 
spot  high  above  the  bar  for 
the  operation.  "But  getting 
it  off  its  stretcher  was  quite 
a  process.  That's  when  we 
found  out  it  was  not  only 
stapled  but  glued  at  the 
edges."  All  in  a  day's  work 
for  an  art-handling  pro, 
and  nothing  the  conserva- 
tor's iron  couldn't  melt  free. 

From  crating  for  transit 
to  preparing  works  for  ex- 
tended storage  to  limiting 
damage  from  unforgiving 
disasters,  art  handling  is 
the  blue-collar  backbone  of 
the  art  world.  Many  in  the 
field  are  artists — frequently  with  masters 
of  fine  arts  degrees — who  are  drawn  by 
a  desire  to  be  close  to  what  they  love. 
Operations  range  from  solo  handlers 
with  vans  and  time  on  their  hands  to  siz- 
able firms  like  Washington,  D.C.-based 
Artex,  which  bills  itself  as  "the  nation's 
largest  fine  art  services"  outfit  and  has 
offices  in  four  cities. 

With  the  art  market  exploding — 
scoring  a  Warhol  by  age  30  has  become 
a  cultural  notch  of  the  new-moneyed 
set — art  handlers  are  in  demand  like 
never  before.  According  to  Hislop's  Art 
Sales  Index,  more  than  177,000  works 
of  fine  art  were  sold  at  auction  between 


HAVE  YOUR 
ART,  WILL 
TRAVEL 

•  Primary  Art  Services, 
New  York; 
(718)  383-4949 

•  Surround  Art, 
New  York  and 
Washington,  D.C.; 
(718)  852-4898, 
www.surroundart.com 

•  Atthowe  Fine  Art 
Services,  Oakland, 
CA;  (510)  654-6816, 
www.atthowe.com 

•  Artex  Fine  Art 
Services,  Washington, 
D.C.,  New  York, 
Boston,  Fort 
Lauderdale;  (800) 
OK  ARTEX, 
www.artexfas.com 

•  Canadian 

Conservation  Institute, 
Ottawa,  Canada; 
(866)  998-3721, 
www.cci-icc.gc.ca 


August  2005  and  August 
2006,  each  of  which  had 
to  be  gotten  somewhere. 
Art  fairs  such  as  Art  Basel 
Miami  Beach  andTEFAF 
Maastricht  display  thou- 
sands of  pieces  annually. 
Museums  are  lending  at 
unprecedented  rates,  with 
registrar  operations  and 
displays  at  each  end.  And 
on  any  given  day,  countless 
works  zip  around  the  globe 
for  consideration  by  gal- 
leries and  private  collectors. 

While  all  that  may  be 
great  for  art  commerce,  it 
can  be  hell  on  art.  "A  good 
portion  of  the  damage  we 
work  on  is  travel-related," 
notes  Irgang,  echoing  the 
sentiments  of  several  con- 
servators. "Proper  art  han- 
dling is  very  important  to 
what  we  do,  and  too  many 
people  take  it  for  granted." 
Indeed,  pulling  a  painting  off  a  wall 
or  a  sculpture  from  its  pedestal  exposes 
it  to  a  host  of  hazards.  The  Canadian 
Conservation  Institute  (CCI),  a  research 
center  in  Ottawa,  counts  ten  "agents 
of  deterioration"  that  threaten  art,  many 
of  them  transportation-related.  These 
include  "direct  physical  forces,"  such  as 
shock  sustained  by  a  dropped  crate  full 
of  Faberge  eggs  or  vibration  from  a  truck 
with  bad  suspension;  "incorrect  temper- 
ature," as  might  endanger  a  crated  work 
waiting  out  a  snowstorm  on  the  tarmac; 
"incorrect  humidity,"  from,  say,  a  poorly 
planned  transfer  from  the  parched 
Southwest  to  the  sultry  Southeast;  as 
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well  as  "pest  issues,""water"and  "thieves, 
vandals  and  displacers." 

"The  goal  is  managing  risks  and 
mitigating  those  hazards,"  notes  Paul 
Marcon,  acting  manager  of  the  Anal- 
ytical Research  Laboratory  at  CCI  and  a 
conservation  scientist.  "If  an  art  handler 
anticipates  and  looks  carefully  at  the 
information  that's  out  there,  it's  possible 
to  mitigate  risk  despite  the  unknowns." 

The  fragility  of  art  has  never  been  a 
secret,  but  it  wasn't  until  the  1970s  that 
art  packing  and  transport  got  serious, 
as  museums  began  applying  standards 
developed  by  the  military  and  the  elec- 
tronics industry  to  packaging  treasures. 
As  art  values  shot  skyward  in  the  '80s, 
a  group  of  institutional  professionals 
made  an  effort  to  codify  the  tricks  of 
their  trade.  The  effort  resulted  in  "Art 
and  Transit,"  an  international  confer- 
ence held  in  London  in  1991.  "If  you 
have  ever  wondered  what  happens  to 
the  painting  inside  the  packing  case 
when  it  topples  off  the  tailgate  of  a 
truck  or  is  rammed  by  a  forklift,  then 
this  was  the  conference  for  you,"  reads 
a  summary  by  the  American  Institute 
for  Conservation  of  Historic  and 
Artistic  Works.  Over  five  days,  partic- 
ipants from  CCI,  the  Smithsonian 
Institution,  the  National  Gallery  of 
Art  in  D.C.  and  the  Tate  Gallery  in 
London  swapped  findings  on  the  ef- 
fects of  temperature  and  humidity  on 
the  stress  of  paint  films;  theories  and 
concepts  of  vibration  and  shock  (the 
former  is  apparently  less  hazardous 
than  the  latter,  "provided  paintings  are 
given  backing  boards");  the  abrasive- 
ness  of  packaging  materials;  and  more. 

"There  had  been  so  much  fiction  in 


packing,  and  the  meeting  resulted  in 
fairly  significant  changes  to  the  way  mu- 
seums were  doing  things,"  recalls  Mervin 
Richard,  now  deputy  head  of  conserva- 
tion at  the  National  Gallery  of  Art. 

While  the  conference's  gee-whiz 
findings  are  key,  the  pros  also  rely  on 
good  oY  know-how.  Scott  Atthowe  of 
Atthowe  Fine  Art  Services  in  Oakland, 
California,  says  his  greatest  source  of 
inspiration  is  Fine  Homebuilding  maga- 
zine: "In  many  ways,  building  a  crate  is 
like  building  a  house." 

To  witness  art  handling  in  the 
plywood,  as  it  were,  I  visited 
Surround  Art,  another  Brook- 
lyn-based outfit  whose  recent 
work  includes  the  ongoing  transfer  of 
108  paintings  from  New  York's  City 
Hall  to  a  conservator  for  restoration. 
The  firm,  which  also  has  operations  in 
Washington,  occupies  three  floors  of  a 
nondescript  building  in  the  borough's 
Dumbo  district,  with  65,000  square 
feet  of  climate-controlled  space  for  art 
packaging,  storage  and  even  studio  space 
where  artists  can  work. 

Traffic  was  light  in  the  crating 
room  as  Surround  Art's  partners,  Kele 
McComsey  and  Michael  Murray,  both 
veterans  of  the  Smithsonian,  led  me 
around.  As  crate-makers  puttered,  we 
examined  a  large  box  awaiting  cargo. 

Built  for  30  works  on  paper,  the  crate 
was  designed  according  to  specifications 
from  an  exhibition  curator — right  down 
to  its  exterior  color.  Inside,  paper  lining 
provided  protection  from  glues  in  the 
plywood,  which  include  formaldehyde, 
lest  they  "off-gas"  and  yellow  the  art.  A 
rigid  layer  of  pink  insulation  came  next, 


Discover  a  Great  Destination. 
Support  a  Great  Cause. 
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to  guard  against  drastic  temperature 
changes,  followed  by  ester  foam  to  cush- 
ion and  further  insulate  the  works.  In  the 
center,  a  custom  stack  of  foam  trays  had 
been  erected  for  the  works  to  lie  flat  on 
so  they  wouldn't  stretch.  And  detailed 
instructions  had  been  prepared  so  that 
handlers  receiving  the  crate  could  unload 
it  without  harm. 

A  far  cry  from  the  roll-and-rubber- 
band  method  I  once  used  to  transport 
my  college  poster  collection,  but  pretty 
straightforward  by  art-handling  stan- 


collectors  attempt  to  move  works  on  tli 
cheap  rather  than  tap  the  talents  of  profes 
sionals.  "It  is  often  quite  amazing  the  thing 
that  come  to  my  studio  in  an  envelope  i 
the  mail,"  says  Daria  Keynan,  a  conservara 
of  works  on  paper  at  Daria  K.  Conserv 
ation  in  New  York.  "You  wonder,  What  wa 
the  point  of  sending  it  in  the  first  place? 
Then  there  are  those  collectors  who  go 
on  their  own.  "I've  seen  valuable  piece 
picked  up  from  galleries  and  put  in  the  cs 
for  the  ride  home,  and  who  knows  whj 
happens  to  them,"  says  Gregory  Smith, 


"The  real  challenge  comes  with 
three-dimensional  works.  Cratd 
have  to  be  designed  with  J 
consideration  of  every  point  on  1 
the  object  that  can  be  stressed. 


dards.  "The  real  challenges  come  with 
three-dimensional  works,"  said  McComsey, 
whose  firm  has  overseen  everything  from 
dinosaur  skull  shipments  in  "cavity  pack 
crates"  to  the  treasures  of  Tutankhamun. 
"There's  no  one  way  to  package  pieces  like 
that,  and  crates  have  to  be  designed  with 
consideration  of  every  point  on  the  object 
that  can  be  stressed." 

A  superb  example  of  such  work 
was  put  together  by  CCI's  Paul  Marcon 
to  protect  fragile  glass  sculptures  by 
Canadian  artist  Catherine  Richards.  One 
piece,  called  Charged  Hearts,  included 
a  hollow  glass  sphere  filled  with  gas 
and  wired  with  electrodes.  Marcon  re- 
searched old  techniques  for  shipping  vac- 
uum tubes  and  encased  the  artwork  in  a 
crate  within  a  crate  suspended  by  springs. 
For  another,  /  Was  Scared  to  Death/I  Could 
Have  Died  of  Joy,  a  gas-filled  glass  brain 
set  within  a  glass  tube  had  to  travel  all 
the  way  to  the  Sydney  Biennial  without  a 
scratch,  or  even  a  rub.  Marcon  filled  the 
artwork  with  polycarbonate  fingers  so 
the  brain  could  shift  in  its  tube  without 
abrasion  as  the  crate  moved.  "That  in- 
spired a  lot  of  crate  envy  from  installers 
in  Sydney,"  recalls  an  obviously  smitten 
Catherine  Richards. 

Will  you  be  smitten,  too?  Plenty  of 


fine-art  insurance  adjuster  in  Irvingtoi 
New  York.  "Usually  sellers  will  make  an  ei 
fort  to  educate  buyers  to  use  a  professional 

Smith  notes  that  fine-art  insurant 
policies  typically  stipulate  that  artworB 
must  be  packed  and  shipped  by  "conl 
petent  professionals,"  and  most  insure 
are  happy  to  recommend  them.  But  wh; 
is  "competent"?  "Artwork  can  be  packt 
beautifully,  and  then  a  forklift  go< 
through  the  crate,"  says  Smith.  "I've  set 
crates  fall  off  of  trucks,  crates  shipped  uj 
side  down,  things  fall  on  top  of  crate 
someone  fall  into  a  crate." He  ends  the  li 
with  a  laugh.  "Moving  an  artwork  is  yoi 
biggest  risk  of  loss." 

Among  the  benefits  of  professional  a 
handling  is  that  many  firms  are  adept 
Byzantine  customs  issues  and  can  spe( 
up  paperwork  on  international  shipmenl 

So,  how  much  will  it  run  for  a  pro 
handle  your  art?  Primary  Art  Servia 
rates  start  at  $125  an  hour  for  a  two-mi 
"basic  transportation"  of  a  painting.  I 
Surround  Art,  a  painting  shipped  fro 
New  York  to  L.A.  in  an  "exclusive-if 
truck" with  dual  drivers  could  cost  $6,(X 
to  $12,000.  If  your  tastes  run  to  Mil 
vases  or  monumental  Richard  Serra  scul 
tures,  lord  only  knows.  But  it  beats  bubb 
wrap  and  the  backseat  of  your  car.  • 
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CELEBRATE  LIFE  IN  A  MILLION  DIFFERE 

AT  SENTOSA  COVE. 

Sentosa  Cove  promises  a  life  beyond  the  ordinary  within  an  exclusive  gated  community  nest 
in  a  tropical  paradise.  With  glorious  views  of  the  inviting  picturesque  waterway  and  the 
luscious  manicured  fairway,  Sentosa  Cove  offers  you  a  unique  home  surrounded  by  a  plethora 
of  exciting  entertainment  venues. 

Soak  up  the  life  at  the  alfresco  restaurants  and  designer  boutiques  at  the  Quayside  Village. 
Or,  indulge  in  family  entertainment  at  the  Resorts  World  at  Sentosa. 

And  with  3.2km  of  sandy  beaches  and  2  championship  golf  courses,  there  are  more  than  a 
million  reasons  to  celebrate  at  Sentosa  Cove  -  the  world's  most  desirable  address. 


ers  eligible  to  purc  hase  bungalow  land  parcels,  exclusive  to  Sentosa  Cove  &  nowhere  else  in  Singapore." 


Sentosa  Cove  Sale-  and  Information  Centre  (Open  daily  from  10am  -  6pm)  •  Website:  www.sentosacove.com.sg  •  Email:  enquiry_cove@senlosa.com 

•  For  enquiries,  please  call  (65)  6270  0200  or  fax  (65)  6274  3301  /  (65)  6274  3937 

terms  and  conditions  apply.  All  visual  representations  in  this  advertisement  arc  intended  u>  portray  only  impressions  oi  the  development  and  cannot  he  regarded  as  representation  of  facts. 


Golf  by  Todd  Pitock 


A  Green  crowd-pieaser: 
Wyoming's  Three 
Crowns  is  an  industrial 
site-turned-golf  course. 


Green  Fees 


'  %  s  you  play  through  the  Three  Crowns  Golf 
—\  Club,  a  Robert  Trent  Jones  II  18-hole,  7,065- 
yard  development  along  the  North  Platte 
er  in  Casper,  Wyoming,  you'll  see  spectacular  views 
Jasper  Mountain.  Eight  ponds  come  into  play  on 
loles;  80  bunkers  are  filled  with  brilliant  white  sand 
:ked  in  from  neighboring  Idaho.  Tall  fescue  grasses 
:  a  shine  to  fairways,  while  the  A-l  bentgrass  on  the 
:ns  provides  a  quick,  true  roll.  The  daily-fee  course, 
ch  opened  in  2005,  spans  110  acres  of  a  350-acre 
lplex  that  includes  a  jogging  trail  and  parks,  and 
ugh  Casper  is  unlikely  ever  to  be  a  big  draw  to  tour- 
,  it's  well-used  by  the  local  community  during  the 
"il  through  October  golf  season. 


With  enough  money, 

any  golf  course  can  be 
made  environmentally 
friendly  But  many  resorts 

are  finding  that  an 
inconvenient  truth. 
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If  it  all  sounds  pleasant  enough,  it's  the 
story  you  can't  see  that  makes  the  course 
noteworthy:  In  the  early  1990s,  the  area 
was  so  polluted  that  you  would  have 
been  ill-advised  to  walk  your  dog  here. 
The  site  had  been  a  gasoline  refinery  since 
1912,  first  for  Midwest  Oil,  then  Standard 
Oil,  which  became  Amoco  and  then 
BPAmoco  in  1998.  The  industrial  foot- 
print was  deep — lawsuits  and  a  govern- 
mental crackdown  predictably  followed, 
and  that  led  to  a  bio-remediation  plan. 
BPAmoco  paid  some  $200  million  for  the 
cleanup  alone,  which  began  in  1998  and 
eventually  included  plans  for  a  golf  course. 

"There  were  thousands  of  miles  of 


the  results  were  dazzling,  including  na- 
tional engineering  awards  and  recognition 
by  GolfWcek  as  one  of  the  best  new  golf 
courses  of  2006.  "What  was  a  pollution 
eyesore  became  a  beautiful  addition  to  the 
community,"  says  Alice  Kraft,  executive 
director  of  the  Amoco  Reuse  Agreement 
Joint  Powers  Board,  a  citizen  group.  "It's 
prosperous  and  well-used,  and  people 
have  really  supported  it." 

THREE  CROWNS  MAY  BE  A  STELLAR 
example  of  environmentalism,  but  some 
observers  say  it  is  also  an  exception  to  the 
rule  of  golf's  generally  poor  record.  Given 
that  much  of  the  sport's  appeal  is  the  out- 


colors  with  a  good  golf  course." 

The  inconvenient  truths  are  not  new 
to  the  industry.  The  United  States  Go 
Association's  "Green  Section,"  whei 
agronomists  deal  with  turf  managemen 
has  studied  the  issues  for  years.  In  1996, 
coalition  of  industry  and  environment 
activists  created  "Environmental  Principlj 
for  Golf  Courses  in  the  United  States,] 
document  of  guidelines  for  the  futun 
Participants  included  the  Golf  Courj 
Superintendents  Association  of  Ameriq 
Friends  of  the  Earth,  the  America 
Society  of  Golf  Course  Architects,  tfl 
USGA  and  others.  In  1991,  AudubJ 
International,  then  called  the  Audubt] 


Palm  Desert,  CA's 
Firecliff  was  an 
early  environmental 
success  story. 


pipe  that  had  to  be  taken  out,"  says  John 
Strawn,  the  chief  executive  of  the  Palo 
Alto,  California-based  golf  design  com- 
pany Robert  Trent  Jones  II,  LLC.  "The 
engineers  had  a  bulkhead  wall  installed  for 
two  miles  that  went  down  to  the  bedrock 
so  that  no  groundwater  would  leave  the 
site."  The  water  is  pumped  up,  cleaned 
by  a  wetlands  treatment  system  to  remove 
any  oil,  then  directed  to  Soda  Lake,  a 
wildlife  preserve  two  miles  away.  The 
system  under  the  course  processes  one 
million  gallons  per  day  of  recovered 
groundwater,  and  the  runoff  of  oil  would 
fill  a  tanker  a  week. 

Big  Oil  and  golf  might  have  seemed  to 
some  environmentalists  like  an  alliance 
between  Lex  Luthor  and  Darth  Vader,  but 


doors,  the  notion  that  it's  not  especially 
eco-friendly  is  as  ironic  as  it  is  discomfit- 
ing. But  golf  's  challenges  are  apparent.  It 
takes  a  lot  of  water  to  keep  grass  growing 
and  steady  doses  of  pesticides,  herbicides 
and  fertilizer  to  keep  turf  thick  and  weed- 
free.  The  water-chemical  cocktail  runs 
off  and  filters  down,  so  that  the  damage 
leaks  and  spreads.  Harvesting  trees  to  cre- 
ate wide  lanes  of  fairway  does  little  to 
make  the  hearts  of  bird-lovers  soar,  nor 
is  all  the  accompanying  development — 
housing  complexes,  clubhouses,  parking 
lots — especially  beneficial  to  wetlands  or 
wildlife  habitat.  "The  average  person 
doesn't  understand  the  elements  of  a  good 
design,"  Strawn  says.  "He's  going  with 
what  he  sees,  and  he  associates  bright 


Society  of  New  York,  began  a  progra 
to  register  and  certify  golf  courses  tfj 
adopted  environmentally  friendly  pra 
tices.  Indeed,  the  certification  program  w 
the  raison  d'etre  of  the  organization,  whi 
began  as  a  breakaway  group  from  t 
National  Audubon  Society,  with  which 
is  not  affiliated  and  has  had  a  rancorc 
relationship,  including  a  lawsuit  over  | 
of  the  name  "Audubon."  (Audubon  Inti 
national  successfully  defended  itself;  tt 
court  agreed  that  the  name  had  passed  in 
the  public  domain.)  Ninety  percent  of  I 
organization's  activity  and  all  of  its  oper 
ing  revenue  come  from  annual  dues  p; 
by  members,  including  golf  courses.  H 
11 -employee  nonprofit's  budget  is  1 
than  half  a  million  dollars. 
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The  certification  is  a  marketing  tool, 
not  unlike  a  Good  Housekeeping  Seal  of 
Approval  for  golf  courses.  The  name 
"Audubon"  softens  otherwise  resistant  el- 
ements and  has  a  feel-good  quality  with 
the  public.  It  "was  something  that  was 
done  on  our  own  [because  we]  thought  it 
would  be  good  PR,"  the  course  super- 
intendent of  the  Ocean  Course  at  Kiawah 
Island  Golf  Resort  wrote  in  an  e-mail. 

Joining  the  program  isn't  difficult. To  be 
listed  in  the  Audubon  Cooperative  Sanc- 
tuary Program,  a  course  need  merely  be 
open  for  play  and  pay  the  $200  a  year 
dues  ($250  for  members  outside  the  U.S.). 
Registrants  receive  educational  materials 
but  are  not  required  to  act  on  them.  To 
gain  certification,  a  course  has  to  meet  six 
requirements,  such  as  testing  surface  water 
and  correcting  any  problems,  including  any 
chemical  contamination  or  runoff  issues. 
Courses  that  store  chemicals  have  to  show 
that  they're  handling  them  according  to 
the  Environmental  Protection  Agency 
label,  and  they  must  have  a  spill  contain- 
ment plan  in  place  in  the  event  of  a  mishap. 
A  signature  program  is  available  for  courses 
in  the  process  of  being  built,  which  gives 
Audubon  International  greater  influence 
in  a  course's  structure  and  maintenance. 

Audubon  International  says  its  goal  is 
to  "make  [each  course]  better  than  they 
would  have  been"  without  some  interven- 


did  register,  only  520  U.S.  courses  took 
steps  to  get  fully  certified.  That's  about 
three  percent  of  17,000  American  golf 
courses.  "The  excuses  are  that  it'll  be  too 
expensive,  it'll  take  too  much  time  and  it 
won't  make  a  difference  anyway,"  Zeh  says. 
"My  all-time  favorite  was  from  a  superin- 
tendent who  told  me  he  couldn't  have  Cub 
Scouts  wandering  around  fairways  while 
people  are  playing  golf. 

"We  know  that  we  make  a  difference," 
Zeh  adds.  "It's  also  important  for  the 
industry  to  be  able  to  demonstrate  that 
they're  doing  the  right  thing.  Are  some 
doing  the  right  thing?  Yes,  but  they  can't 
prove  it  unless  they're  in  the  program." 

THERE  ARE  WOULD-BE  REFORMERS 
and  critics  within  the  game. 

"Awareness  is  growing,"  says  Michael 
Osgood,  director  of  sales  and  marketing 
for  Desert  Willow  Golf  Resort,  whose 
two  courses,  Firecliff  and  Mountain  View, 
are  owned  and  operated  by  the  City  of 
Palm  Desert.  "But  there  is  no  [govern- 
ment] regulation  and  golf  isn't  regulating 
itself.  The  sport  is  traditional.  It's  about 
grass,  trees  and  flowers.  That's  what 
goiters  want.  If  word  gets  out  that  your 
course  is  brown,  you're  in  trouble. The  tour 
doesn't  play  courses  with  brown  spots;  the 
magazines  don't  show  pictures  of  courses 
with  brown  spots.  Golf's  about  being 


"Golf's  about  being  lush — green  fairways 
and  blue  water.  To  most  golfers,  that's  pure. 

Well,  it  takes  a  lot  of  water  to  keep  that  up." 


tion,  says  Joellen  Zeh,  the  group's  program 
manager.  The  organization  will  work  with 
any  course,  but  participation  has  been 
light.  "In  2002,"  Zeh  says,  "we  challenged 
the  industry  to  register  50  percent  of  golf 
courses."  By  2007,  just  13  percent  were 
registered,  including  some  with  enough 
stature  that  others  might  have  followed 
their  lead,  including  Pebble  Beach,  three 
Bethpage  courses  and  Saucon  Valley. 
Altogether,  2,150  courses  in  27  countries 
are  registered. 

Even  that  figure,  though,  paints  a  some- 
what rosy  picture.  Merely  registering  with 
Audubon  requires  no  mandatory  changes 
to  course  operations,  and  of  the  2,150  that 
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lush — green  fairways  and  blue  water.  To 
most  golfers,  that's  pure.  Well,  it  takes  a  lot 
of  water  to  keep  that  up.  " 

Back  when  Three  Crowns  was  still  an 
environmental  debacle.  Desert  Willow  was 
in  the  forefront  of  building  environmental 
courses.  Firecliff,  a  Michael  Hurdzan  de- 
sign that  opened  in  1997,  made  the  cover 
of  Smithsonian  magazine.  Osgood  credits 
forward-thinking  local  officials.  The 
courses  use  the  desert  landscape,  with  turf 
on  just  75  of  120  acres.  The  45  acres  of 
waste  area  are  decomposed  granite,  a.k.a. 
desert  gold,  that  do  not  need  irrigating. 
Reclaimed  water  provides  half  of  its  irriga- 
tion needs,  and  the  natural  design  means 


less  turf  to  begin  with.  Water-efficie 
plants  are  threaded  with  rubber  tubing  tl 
dispenses  droplets  of  water  using  a  coi 
puter-controlled  central  irrigation  systt 
that  adjusts  output  according  to  need. 

If  all  of  that  seems  like  a  lot  of  wo 
Osgood  notes  that  ultimately  golf  ir, 
have  to  learn  an  age-old  lesson  fr( 
Mother  Nature:  Adapt  or  die.  "We  h; 
120-degree  heat  here  in  the  valley,"  Osgo 
says.  "Think  about  how  many  air  cc 
ditioners  we  have  running.  That's  a  lot 
electricity.  We  also  have  over  120  g 
courses.  It's  only  a  matter  of  time  before 
aquifers  are  used  up." 

For  their  part,  some  environmental! 
sound  almost  conciliatory,  believing  tl 
the  industry  can  be  persuaded  to  chari 
its  ways  for  its  own  good.  Golf  offers  a 
of  challenges  common  to  those  attem] 
ing  to  find  harmony  between  econon 
development  and  sustainable  enviro 
mental  practices.  "You  have  to  look 
each  course,"  says  John  Flicker,  pre 
dent  of  the  National  Audubon  Socie 
which  has  no  direct  relationships  w 
golf  courses.  "Some  are  better  than  othfl 
The  environmental  movement  ha 
reached  golf,  but  there  are  owners  w 
are  trying  to  do  better,  and  that's  a  go 
thing.  Would  we  like  to  see  everyo 
doing  more?  Sure." 

John  Strawn,  the  Trent  Jones  II  ex 

utive,  acknowledj  "jj 
that  the  sport  ha 
problem  in  its  ima 
and  in  fact.  "I've  be 
on  planes  and  peo 
asked  what  I  did,  a 
when  they  hearc|twe 
was  in  golf  course  design,  they  looked 
me  like  I  said  I  was  dealing  drugs  to  en 
dren.  We've  done  a  terrible  job  of  gett 
the  story  out  about  the  positive  thii 
we've  done.  There  are  bad  situatio 
no  question,  but  I  think  there  is  mi 
scrutiny  now  and  a  lot  of  developers 
finding  out  that  people  like  eco-f  rienl 
plans,  integrated  pest  management  and 
on.  They  get  premiums  on  lot  sales 
like  buying  a  Prius.  People  like  it. "A1 
as  those  developers  apprehend  more 
the  consequences  of  environmental  n< 
ligence,  they  hope  that  other  courses  p 
up  the  pace  of  ecological  efforts  and 
the  game  from  being  left  in  the  dust.  1 


"Freedom  to  me  is  diving 
into  the  heart  of  the  ocean." 

Guillaume  Nery 

World  Recordholder  in  Free  Diving  (Constant  Weight) 


"Accuracy  is  everything  when  your  life  hangs 
on  one  breath.  Diving  to  such  extreme  depths,  I 
must  be  able  to  trust  my  equipment  with  my  life. 
Which  is  why  a  dependable  timepiece  like  a  Ball 
watch  is  so  important  in  an  environment  that 
features  truly  adverse  conditions." 

The  watch  that  once  ran  America's  railroads 
now  equips  the  world's  youngest  diving  explorer 
to  achieve  the  new  World  Record  dive  to  -109 
meters.  There  is  no  timepiece  that  is  as  rugged 
and  dependable. 
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Self-powered  micro  gas  lights 
that  glow  100  times  brighter 
than  luminous  paint  for  more 
than  25  years. 


BALL 


O  FFI 


CIAL 


Standard 


Engineer  Master  II  Diver  TMT 

Limited  edition  to  2,006  pieces 

Fahrenheit  version  is  also  available 
Automatic  -  42mm 


Since  1H91 


Since  1891,  accuracy  under  adverse  conditions 

BALL  Watch  USA      www.ballvvatch.com     Tel:  727-896-4278 

(see  web  site  for  complete  lis!  of  Authorized  BALL  Dealers) 

Razny  Jewelers   1700  Green  Bay  Road   Highland  Park,  1L  60035  847-432-5300 
Ridglea  Watch  &  Jewelry  6387A  Camp  Bowie  Blvd   Fort  Worth,  TX  76116  817-377-1766 

AZ:  E.D.  Marshall  Jewelers  -  Scottsdale  |  CA:  About  Time  -  Dana  Point   Feldmar  -  LA  Ravits  -  SF 
CO:  Right  Time  -  Denver  |  FL:  Hess  Old  Northeast  Jewelers  -  St  Petersburg  |  IMA:  Watchmaker  -  Stoneham 
MN:  Graham  Jewelers  -  Wayzata  |  NJ:  Artisans  Alcove  -  Cape  May  |  NY:  J.A.D.  Diamonds  -  Huntington 
X:  Box  &  Box  -  Houston  I  LJT:  Time  Zone  -  Bountiful  |  VA:  Keller  &  George  -  Charlottesville  |  WA:  World  Lux  -  Seattle 


LG  Super  Blu™  —  The  first  machine  that  plays  both  Blu-ray  Disc™  and  HD  DVD.* 

Enjoy  every  high-definition  movie  available,  without  worrying  about  which  format  to  choose.  Engineered 
with  an  innovative  Multi  Laser  Optical™  system,  the  LG  Super  Blu  Player  allows  you  to  experience  full 
HD  from  Blu-ray  Disc,  HD  DVD  and  also  features  1080i  up-conversion  for  standard  DVDs.  Combine  it  with 
a  compatible  1080p  TV,  such  as  one  of  LC's  new  Plasma  or  LCD  models,  and  your  senses  will  be  attacked 
by  the  ultimate  entertainment  experience. 

Versatile  as.. .Entertaining  as... Innovative  as  LG. 


©2007  LC  Electronics  USA.  Inc  Englewood  Cliffs,  NJ.  LG  Design  and  Life's  Co.  a  ars  trai  'emarks  of  LG  Electronics.  Inc.  'This  product  fully  supports  standard  Blu-ray  discs  and  can 
play  high-definition  audio/visual  content  from  HD  DVD  discs.  This  product  does  not  support  interactive  "iHD"  features  available  from  many  HD  DVD  discs.  Screen  images  simulated. 


Real  Escapes  by  Taylor  Antrim 


le  in:  Desert 
g  means 
ty  of  light 
space. 


^  top  me  if  you've  heard  this  one  before:  A  small 
fc.  desert  town  and  its  environs  gain  several  mod- 
||  est — then  increasingly  less  modest — casinos. 
^  Hotels  proliferate  and  turn  trendy.  New  rest- 
ints  come  along,  and  real-estate  developers  break 
and  on  lavish  condominium  projects.  The  small 
:rt  town  is  suddenly  looking  a  lot  less  small.  Palm 
ings  locals  maintain  that  their  town  is  still  a  far  cry 
n  Las  Vegas,  but  Jon  Gregg,  who  moved  here  from 
"e,  sees  the  signs  of  transformation.  "When  I  first  got 
i,  I  had  folks  tell  me  this  is  the  opposite  of  Vegas," 
gg  says.  "Well,  it's  not  the  opposite  of  Vegas." 
jregg  leads  the  sales  for  Port  Lawrence,  set  to  be  the 
st  attractive  of  Palm  Springs' new  condominium 
ects  upon  completion  in  late  2008 — 118  lofts  and 
n  homes  on  a  4.1 -square-acre  plot  along  North  Palm 
lyon  Drive,  Palm  Springs' main  drag.  The  scale  will  be 
tively  modest  by  Vegas  standards  (five  stories  at  its 
lest  point),  and  the  blueprints'  crisp  designs,  which 
frence  the  city's  famous  mid-century  modernist 
les,  have  a  certain  cultural  authenticity — "a  certain 
ural  authenticity" being  a  phrase  that  applies  to  pretty 
:h  nothing  in  Sin  City. 

\nd  yet,  Gregg  is  right.  This  is  the  desert,  there  are 


Welcome 
To  Balm 
Sprin 

Port  Lawrence  is  leadini 
a  design  renaissance 

in  the  California  desert. 
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—  COLDWELL  BANKER  PREVIEWS   INTERNATIONAL*  — 

PRIVATE  ISLANDS 

—  The  Ultimate  Real  estate  — 


MOTU  TANE,  BORA  BORA,  SOCIETY  ISLES,  TAHITI 

Nothing  says  "get  away  from  it  all"  like  an  island.  And  owning  your  own  private  isle  is  entirely  possible. 

BY  LEILA  ZOGBY 


Richard  Branson  has  three.  Both  Johnny  Depp  and 
Mel  Gibson  have  one.  The  privacy  offered  by  own- 
ing a  private  island  makes  this  luxury  perfect  for 
celebrities  seeking  shelter  from  paparazzi.  But  the  allure  of 
a  tranquil  retreat  is  irresistible  to  most  people. 

The  lifestyle  is  appealing,  of  course,  but  islands  also  are 
an  impressive  investment.  "A  private  island  is  the  most 
prestigious  type  of  real  estate  investment  in  the  world," 
says  Cheyenne  Morrison,  international  private  island  spe- 
cialist, Coldwell  Banker  Greater  Australia.  Morrison,  a 
self-described  "islomaniac,"  handles  island  transactions 
exclusively,  many  of  them  in  the  South  Pacific. 

The  investment  potential  in  the  United  States  also  is 
strong.  "Accessible,  quality  islands  are  good  investments," 
says  Charles  Orr,  Previews"  director,  Coldwell  Banker 
Residential  Brokerage,  Waltham,  Massachusetts. 
"Waterfront  property  continues  to  escalate  in  value  and 
there  is  no  reason  to  believe  that  will  change  dramatically." 


FINDING  YOUR  PARADISE 

Available  private  islands  in  popular  locations  such  as 
the  Caribbean  and  the  Bahamas  are  limited,  which  makes 
finding  one  a  thrill.  However,  if  you  can't  wait,  there  are 
many  other  possibilities,  including  the  islands  of  the 
"new"  Riviera  emerging  along  the  Dalmatian  coast,  the 
Central  American  coast  and  the  island  nation  of  Fiji, 
where  according  to  Morrison  there  is  excellent  value  to 
be  found.  "The  political  situation  in  Fiji  has  settled,"  he 
says.  "Now  is  a  good  time  to  buy,  because  the  market  will 
heat  up." 

Its  also  possible  to  share  an  island  and  still  retain  that 
feeling  of  privacy.  For  example,  a  16-acre  tract  of  land  is 
available  on  Little  Diamond  Island  in  Casco  Bay,  just  off 
the  coast  of  Portland,  Maine.  With  the  entire  island  con- 
sisting of  roughly  80  acres,  you  could  certainly  create  your 
own  world  on  such  a  property,  with  the  added  convenience 
that  the  island  is  served  by  public  ferry  from  Portland. 


Advertisement 


Motu  Tane,  Tahiti 

Experience  true  decadence  on  Motu  Tane,  a  private  island  in 
Bora  Bora  outfitted  with  one  main  villa  and  nine  independent 
guest  bungalows  that  have  breathtaking  views  of  the  pearly 
white  beach  and  sapphire  lagoon.  The  Furnishings  in  each 
house,  designed  by  Christian  Liaigre,  are  nearly  as  breathtaking 
as  the  views.  The  main  villa  boasts  a  master  bedroom  and  great 
room  that  each  measure  2,500  square  feet  as  well  as  a 
luxurious  dining  area,  library  and  kitchen. 
PRICE:  $40,000,000    MLS#:  100000026 

CHEYENNE  MORRISON 

COLDWELL  BANKER 
INTERNATIONAL  PRIVATE  ISLANDS  SPECIALIST 
Phone:  +61-7-4099-3939 


Island  seekers  might  also  consider  freshwater  islands 
nestled  among  many  of  the  larger  lakes  in  the  United 
States,  such  as  Lake  Winnipesaukee  in  New  Hampshire. 
Access  to  these  islands  is  often  easier  than  getting  to  salt- 
water islands,  making  this  a  good  option  for  families. 

IT'S  NOT  FOR  EVERYONE 

Having  your  own  island  is  a  dream  come  true,  but  care- 
fully consider  such  a  purchase.  There  are  multiple  logistics 
to  manage,  including  traveling  there,  maintaining  and 
supplying  your  home,  and  ensuring  availability  of  power 
and  fresh  water.  As  governments  around  the  globe  move 


WICKETS  ISLAND,  MASSACHUSETTS 
Wickets  Island  in  Onset  Bay  represents  a  rare  opportunity  to  live 
on  a  private  island.  Located  near  the  southern  end  of  the  Cape 
Cod  Canal  just  1,100  feet  from  shore,  this  4.61 -acre  island  is  fully 
permitted  for  an  elegant  8,500-square-foot  home.  The  island  is 
largely  wooded  and  its  elevation  offers  panoramic  360-degree 
views.  Approvals  are  in  hand  for  utilities  connection  with  the 
mainland;  approvals  in  hand  for  utilities  on-site  if  desired. 
PRICE:  $2,650,000    MLS#:  70393497 

MARYANN  HAYES 

COLDWELL  BANKER  RESIDENTIAL  BROKERAGE 
Phone:  (508)  748-3044  ext.  10 


to  further  protect  their  natural  resources,  island  owners 
may  have  to  work  within  more  restrictions.  "It's  essential 
to  study  the  pros  and  cons  before  you  purchase  an 
island,"  says  Orr.  "An  experienced  real  estate  professional 
can  guide  you  through  the  analysis  and  help  you  make 
the  best  decision." 


For  more  information  on  thousands  of  international  luxury 
properties  or  to  receive  more  expert  advice  on  purchasing  a  private 
island  or  a  second  home,  visit  www.mldwellbankerpreviews.com. 


COLDWELL  BANKER 

PREVIEWS 


coldwelIbankerprcviews.com 

©2007  Coldwell  Banker  Real  Estate  LLC.  All  Rights  Reserved.  Coldwell  Banker®,  Previews©  and  Coldwell  Banker  Previews  International®  Are  Registered  Trademarks  Licensed  To  Coldwell  Banker 
Real  Estate  LLC.  An  Equal  Opportunity  Company.  Equal  Housing  Opportunity  i  r.  Each  Office  Is  Independently  Owned  and  Operated. 


OR  CONSIDER  THESE:  THREE  MORE  DESERT  RETREATS 


•  Wexler  &  Harrison  Steel 
Development  House  This 
restored  1963  prototype 
all-steel  house  on  the  north 
end  of  town  is  one  of  only 
seven  designed  and  built 
by  architects  Donald  Wexler 
and  Ric  Harrison.  It's 
vintage  Palm  Springs: 
pleasingly  simple,  open  and 
airy.  $1  million.  (Listed  by 
Barry  Gray,  310-275-1000, 
www.homeasart.com.) 


•  1025  West  Chino 
Canyon  Built  in  1952  and 
renovated  by  noted  architect 
E.  Stewart  Williams  a  decade 
later,  this  hilltop  home  has 
great  views  and  trademark 
'60s  details — a  suspended 
steel  fireplace  and  dual  1962 
top-of-the-line  ovens  in  the 
open-plan  kitchen.  $1.75 
million.  (Listed  by  Michael 
Lambert,  310-275-1000, 
www.homeasart.com.) 


•  1868  Vista  Drive  Built 
by  local  architects  John 
Boccardo  and  J.R.  Roberts, 
this  2006  home  won  an 
award  from  the  local  Palm 
Springs  Modern  Committee 
for  its  elegant,  minimalist 
design,  complementing 
nearby  homes  by  E.  Stewart 
Williams  and  Richard  Neutra. 
$2.3  million.  (Listed  by  Brent 
Zimmerman,  760-898-6808, 
www.  1868vista.com.) 


casinos  here  and  Palm  Springs  is  showing 
some  brisk  new  energy  of  late,  as  a  younger, 
hipper  class  of  visitors  fill  the  boutique 
hotels  and  plump  up  expectations  in  the 
second-home  market. 

"If  I  got  my  next  chunk  of  change  and 
my  financial  advisor  advised  me  to  buy 
another  property,  I  would  absolutely  buy 
a  place  in  the  desert,"  says  movie  producer 
Marc  Rosen,  31,  of  Rosen-Obst  Produc- 
tions, who  likes  coming  to  Palm  Springs 
to  unwind.  "I  sort  of  feel  like  I'm  missing 
out  as  it  is." 

One  real  estate  firm  with  heightened 
expectations  is  the  Beverly  Hills-based 
Deasy/Penner  &  Partners,  which  has  just 
set  up  a  new  office  two  blocks  from  what 
will  be  Port  Lawrence.  "That  two-mile 
stretch  of  North  Palm  Canyon  used  to  be 
cluttered  with  every  T-shirt-flip-flop  shop 
in  existence,"  says  partner  George  Penner. 
"Now  you  see  great  restaurants  and  better 
shops,  and  more  culture  and  activities." 

Well,  there  still  are  T-shirt  and  flip- 
flop  shops,  but  there's  also  Trina  Turk  and 
Ligne  Roset  and  Copley's  restaurant  (in 
Cary  Grant's  old  home).  Nearby  there's  the 
Viceroy  Palm  Springs  hotel,  with  its  hip- 
ster-whimsy aesthetic,  and  coming  soon, 
new  Hard  Rock  and  Mondrian  condo-ho- 
tels  just  east  of  Palm  Canyon  and  within 
walking  distance  of  the  Spa  Resort  Casino. 

"Palm  Springs  and  the  Indian  casinos 
didn't  used  to  have  the  ching  ching  ching  of 


Vegas,"  says  developer  Dennis  Cunning- 
ham of  Palm  Springs  Modern  Homes. 
"But  it's  changing.  The  huge  population 
of  L.A.  is  changing  it.  You  already  see  it  at 
the  Viceroy,  and  you'll  see  it  at  the  Hard 
Rock.  You'll  start  seeing  more  and  more 
energy  coming  in  from  L.A.:  people  who 
want  to  drink  a  glass  of  o.j.,  buy  a  pair  of 
Gucci  shoes  and  listen  to  some  boom- 
boom  music." 

Cunningham's  reasonably  priced,  well- 
designed  developments — 43@Racquet 
Club  and  132@Pedregal  are  his  most 
recent — cater  to  such  young  and  restless 
types,  the  "Mini  Cooper  guvs,"  as  he  de- 
scribes them,  game  to  spend  $300,000  to 
$600,000  on  a  place  a  few  miles  away  from 
downtown.  Port  Lawrence  is  more  at  the 
center  of  things — forming  a  sort  of  "port" 
to  the  town's  heart — and  has  set  more 
ambitious  prices:  $600,000  to  $3  million. 

"Our  sweet  spot,"  says  Port  Lawrence's 
Jon  Gregg,  "is  40  to  60  years  old  and 
quasi-retired.  They're  comfortable.  Thev 
don't  want  a  home  that  requires  effort. 
This  is  for  people  who  appreciate  fine  ar- 
chitecture close  to  the  energy,  who  want 
a  somewhat  metropolitan  experience. 
They  want  to  be  able  to  walk  to  the  film 
festival  or  the  museum.  They  want  cafes 
and  a  gourmet  grocery.  They  want  to 
be  able  to  run  downstairs  to  get  their  loaf 
of  walnut  bread." 

Bjorn  Ahlstrom  fits  the  bill.  The  for- 


mer chairman  of  Volvo  Nor 
America  has  had  a  home  in  t 
Movie  Colony  neighborhood 
Palm  Springs  since  the  mid-'8( 
Three  years  ago  he  retired  fr 
Volvo  and  he  and  his  wife  mov 
here  from  New  York  to  live  ye 
round.  He  recently  put  down  a 
posit  on  a  place  in  Port  Lawren 
"My  wife  and  I  aren't  country  c 
people,  so  we're  not  interestec 
the  gated  communities  out  in  t 
boondocks.  We  want  to  stay  wit 
in  walking  distance  of  restaurai 
and  shops  and  so  on." 

The  couple  wanted  a  sma 
home,  and  Port  Lawrence,  sa 
Ahlstrom,  "looks  to  be,  frc 
what  I  can  tell,  a  very  attract 
project,  somewhat  vibrant,  w 
all  the  right  amenities.  I  a 
think  it's  a  very  good  investme 
as  I  think  we'll  see  a  revitalization 
downtown  Palm  Springs  over  the  n 
four  to  five  years." 

Port  Lawrence's  geometric  rooflii 
and  sidewalk  canopies  recall  local  exa 
pies  of  mid-century  modernist  archit 
ture  from  Albert  Frey,  Richard  Neutra  £ 
E.  Stewart  Williams.  Of  course,  clas 
Palm  Springs  houses,  like  the  Alexam 
tract  homes  coveted  by  designophiles, 
on  good-sized  lots,  affording  the  light  s 
space  one  associates  with  desert  living. 
Port  Lawrence,  your  neighbors  will 
much  closer  by  "Because  of  land  vah 
we're  having  to  look  at  a  different  wa\ 
living  now,"  admits  Port  Lawrence  arc 
tect  Doug  Hudson — but  he  believes 
design  has  avoided  what  he  descril 
disapprovingly  as  "an  apartment-ho 
feel."  Port  Lawrence  will  be  a  sequence 
four  buildings  broken  up  by  courtyard 
swimming  pool,  a  mews,  a  street  oper 
car  traffic  and  a  pedestrian  promena 
And  thanks  to  the  modernist  influena 
Hudson's  designs,  there  will  be  ample  1 
races  and  plenty  of  light — just  what  < 
comes  to  Palm  Springs  for.  "One  of 
best  things  about  modernism  is  it  allov 
people  to  live  in  cities  with  air  and  lig: 
says  Hudson.  "Modernists  made  2 
ments  healthy  living  spaces."  • 


Port  Lawrence,  (760)  864-9200,  www. 
lawrence.com 
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You  11  love  Israel 

from  the  first 


Who  can  say  "Shalom"  more  eloquently  than  Maya  Weiser?  She  found  her 
first  love  -  dance  -  when  she  was  six.  She  became  a  member  of  the 
Bat  Sheva  Dance  Company,  performing  in  the  beautiful  Susanne  Delall 
Center  in  Tel  Aviv,  and  at  New  York's  Lincoln  Center.  Recently  she  found 
a  second  love  -  saving  the  animals  -  so  she  is  studying  animal  science  at 
Hebrew  University.  Her  next  love?  A  considerable  number  of  young  men 
have  their  hopes  up.  Meanwhile,  she  dances  and  lives  with  her  cat  in  the 
same  Tel  Aviv  apartment  where  her  father  grew  up. 
Israel.  We  hope  to  see  you  soon.  Shalom! 


CONTEMPORARY,  NON-TRADITIONAL  INVESTMENTS 
FROM  YOUR  TRUSTED,  RESPONSIBLE  WEALTH  MANAGER 


5e-ct  of  Mh  worldi  W|TH  WACH0VIA 

Finally,  an  investment  approach  that  brings  together  the  sophisticated 
offerings  of  today's  markets  with  the  prudent  guidance  of  a  top  wealth 
management  provider.  With  our  Advantage  platform,  you'll  benefit 
from  the  depth  of  open  architecture  as  well  as  industry-leading 
alternative  strategies.  Let  us  demonstrate  what  our  balanced 
approach  could  do  for  you. 


To  learn  more  about  our  approach  to  wealth  management, 
visit  wachovia.com/wealth  or  call  1-888-283-9633. 


INVESTMENT  MANAGEMENT 
FINANCIAL  PLANNING 
BANKING  AND  CREDIT 
TRUST  SERVICES 
INSURANCE 


wachovia 
Wealth  management 


SECURITIES  AND  INSURANCE  PR0DUCTS:|N0T  INSURED  BY  FDIC  OR  ANY  FEDERAL  GOVERNMENT  AGENCY  •  MAY  LOSE  VALUE  ■  NOT  A  DEPOSIT  OF  OR  GUARANTEED  BY  A  BANK  OR  ANY  BANK  AFBTJ 
Products  and  services  provided  by  affiliates  or  subsidiaries  of  Wachovia  Corporation  and  may  not  be  available  in  all  states.  ©2007  Wachovia  Corporation  04/07 


Collecting 


by  Barnaby  Conrad  III 


The  Cultural 


Evolution 


China  s  art  market  comes  of  aae. 


t  is  a  truth  universally  acknowl- 
edged that  when  a  nominally 
Communist  country  becomes 

h  overnight  it  must  be  in  want 

building  cranes  and  boatloads  of 

megrown  contemporary  art.  China 

10  exception. 

During  its  March  2007  sale  in 
:w  York,  Sotheby's  auctioned 
$25  million  of  freshly  minted 
dnese  paintings — and  the  sales- 
>m  was  filled  with  Chinese.  The 
>  lot  was  Bloodline:  Three  Comrades, 

011  by  49-year-old  Zhang  Xiaogang 
picting  sad-eyed  survivors  of 
lina's  self-destructive  past.  It  sold 
more  than  $2.11  million. 
"Just  a  few  years  ago  this  market 
s  absolutely  dormant,"  notes 
itch-Scottish  art  dealer  Michael 
•edhuis,  who  shows  Chinese  art  at 

galleries  in  New  York,  London 
1  Beijing.  "Now  it's  galloping.  It's 
erratic  market,  but  as  more  new 
ters  enter  the  bidding,  the  prices 
1  shoot  higher." 
The  market  lor  Chinese  art  began  to  rise  three  years 
)  with  auctions  in  Hong  Kong,  the  People's  Republic 
1  finally  abroad.  In  2004  Christie's  only  sold  about 
\  million  worth  of  postwar  and  contemporary  Chinese 

in  2006  those  sales  hit  $120  million.  And  the  in- 
ase  wasn't  just  due  to  volume;  individual  artists 
rted  developing  their  own  international  followings. 
2003,  for  example,  a  portrait  by  the  aforementioned 


\ 


Zhang  Xiaogang's 
Bloodline:  Three 
Comrades  was 
the  star  of  a  recent 
Sotheby's  auction. 


Zhang  Xiaogang  sold  for  just  $76,500 
at  Christie's  Hong  Kong;  in  2006  the 
same  painting  was  auctioned  at  Christie's 
London  for  more  than  $1.4  million.  By 
2007,  all  the  auction  houses  were  scoring 
big-time. 

"Today  there  are  really  two  art  auction 
markets  in  China,"  says  New  York- 
based  art  dealer  Martha  Sutherland. 
(Full  disclosure:  Sutherland  is  mar- 
ried to  the  author.)  "One  is  for  tradi- 
tional brush-and-ink  painters  who 
come  out  of  a  centuries-long  tradi- 
tion of  scholarly  painting  and  poetic 
contemplation  of  the  sublime  land- 
scape. The  other  is  the  contempo- 
rary scene,  where  the  big  prices — 
and  artistic  egos — have  full  rein." 

In  spite  of  the  growing  whispers 
of  an  auction  price  bubble,  the  art 
scene  in  China  is  still  expanding. 
"There  is  an  almost  volcanic  erup- 
tion of  creativity  in  China  today, 
from  art  and  film  to  design  and  ar- 
chitecture," notes  Goedhuis.  "Market 
concerns  aside,  it  is  a  very  exciting 
new  world." 

INTELLECTUALLY,   THE  NEW 
Chinese  art  boom  began  in  February 
1989,  when  the  National  Art  Mus- 
eum in  Beijing  held  a  watershed 
exhibition  called  "China  Avant- 
Garde,"  which  was  soon  shut  down 
by  the  government.  Just  four  months  yang 
later  came  the  Tiananmen  Square 
uprising  that  left  hundreds  dead.  At  that 
time,  the  only  people  able  to  afford  art 
were  expats,  diplomats  and  Westerners. 

Almost  two  decades  later,  the  growth 
of  China's  art  market  is  reflected  in  the 
lively  gallery  scenes  of  its  two  largest 
cities,  Beijing  and  Shanghai.  In  the  1980s, 
Beijing's  artists  established  themselves  in 
a  crumbling  factory  area  called  Dashanzi, 
also  known  as  the  798  District.  Galleries 
and  restaurants  soon  followed.  "Up  until 
2004,  there  were  only  three  strong  com- 
mercial galleries  in  Beijing  and  many 
artists  couldn't  get  representation,"  says 
Australian  Brian  Wallace,  who  founded 
Red  Gate  Gallery  in  1991,  Beijing's  first 
foreign-owned  gallery.  "Now  there  are 
about  20  top  galleries  and  hundreds  of 
others  ranging  from  shop  fronts  to  art- 
ists' co-ops." 


The  latest  hotbed  for  artists  and  gal- 
leries is  Caochangdi  Village,  located  on 
the  northeastern  outskirts  of  Beijing.  It 
was  spearheaded  seven  years  ago  by  one 
of  the  preeminent  Chinese  artists,  Ai 
Weiwei,  who  built  a  giant  studio'for  him- 
self and  opened  a  gallery  called  China  Art 
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Archives  and  Warehouse.  The  entrepre- 
neurial Ai  has  recently  been  joined  in 
Caochangdi  by  Swiss  dealer  Urs  Meile 
and  by  Meg  Maggio,  an  American  lawyer 
and  gallery  owner  who  recently  opened 
Pekin  Fine  Arts  in  a  building  designed 
bv  the  protean  Ai.  A  20-year  veteran  of 
the  Beijing  art  scene,  Maggio  counts  the 
London-based  advertising  mogul  and 
iiber-collector  Charles  Saatchi  as  one  of 
her  clients. 

Meanwhile,  Shanghai  has  long  been 
famed  for  its  aesthetics  and  enterprise, 
but  it  was  a  foreigner,  Swiss-born  Lorenz 
Helbling,  who  founded  its  leading  gal- 
lery, ShanghArt.  He  currently  represents 
more  than  30  artists  from  all  over  China. 
"Shanghai  is  less  money-oriented  than 
Beijing  and  there  is  less  talk  about  prices 
and  marketing,"  he  says.  "You  can  really 


look  at  the  art  and  share  ideas  about  n 
That  said,  buying  good  art  in  China  d 
be  difficult  for  a  foreigner,  even  for  a  cd 
lector  or  art  dealer  who  is  familiar  with  tl 
culture.  Many  of  the  top  artists  once  di 
perate  to  show  their  work  now  resist  a 
elusive  gallery  representation.  And  fhj 
there's  the  language  barrier.  SuthJ 
land  is  one  of  the  few  Western  del 
ers  outside  China  who  is  fluent 
Mandarin.  "It  helps,"  she  says, 
know  what's  going  on."  She  open 
her  Manhattan  gallery  in  1999 
show  traditional  artists  from  Chii 
and  Taiwan,  but  soon  embraced  11 
young  painters  like  Yang  Mian  a 
Chen  Wenbo. 

How  far  can  prices  go?  Recen 
a  1939  oil  by  Xu  Beihong  soldi 
Sotheby's  Hong  Kong  for  $9.2  rr) 
Hon — a  record  for  a  Chinese  pail 
ing.  Though  the  artist  is  long  deil 
the  painting,  Put  Down  Your  Wft 
is  politically  significant,  referring 
the  1931  invasion  of  China  by 
Japanese.  It  was  sold  over  the  phc 
to  an  anonymous  bidder. 

WHAT  GOVERNMENT  BURE^I 
crats  think  about  all  these  potfi 
tiallv  subversive  artists  is  uncle 
Anything  involving  sex,  blood 
excrement — standard  fare  in  I 
decadent  West — seems  to  pt 
muster,  but  when  art  turns  politic 
things  get  dicey.  After  the  Tians 
men  massacre,  the  artist  Sheng  Qi,  n 
43,  cut  off  his  little  finger  in  protest.  T 
years  ago  the  Red  Gate  Gallery  in  Beij 
exhibited  photographs  by  Sheng  tl 
juxtaposed  his  mutilated  hand  with  ide 
ized  pictures  from  the  Cultural  Re' 
lution.  The  government  shut  down 
show.  A  painting  depicting  Mao  sitt: 
with  Hitler  and  Stalin  was  also  remc 
from  an  exhibition. 

"The  Chinese  government  has  grao 
ally  realized  some  freedom  of  express 
in  the  arts  is  okay,"  said  David  Tun£ 
young  Chinese-American  from  Te 
who  serves  as  deputy  director  of  the  Li 
March  Space  gallery'  in  Beijing.  He  ci 
the  career  trajectory  of  now-famous  ar 
Yang  Shaobin.  "Yang  arrived  in  Beijing 
the  '80s  as  a  poor  artist  and  began  work 
in  the  language  of  political  Pop  and  Cyn 
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The  Hertz  Collections. 


Mow  you  can  have  your  cake  and  drive  it,  too. 

As  an  American  Express®  Cardmember  not  only  do  you  get  to  choose 
the  exact  car  you  want  to  drive,  you'll  also  GET  ONE  DAY  FREE  on  a 
weekly  rental  from  Hertz.  Because  with  the  Hertz  Collections  you  can  reserve 
the  specific  make  and  model  vehicle  you  want  to  drive,  no  matter  what  your  mood. 
For  instance,  our  Prestige  Collection  is  perfect  if  you're  in  the  mood  for  something 
stylish.  Our  Fun  Collection™  is  there  when  you  want  to  let  your  hair  down  and 
loosen  up.  And  with  our  Green  Collection  you  can  help  the  environment  while 
cruising  through  it.  For  more  information,  or  to  make  a  reservation,  visit  hertz.com 
or  call  1-800-654-3131.  To  receive  this  offer,  use  any  American  Express®  Card  and 
mention  PC#  101393  when  making  your  reservation.  Because  the  car  you  reserve 
is  the  car  you'll  drive. 


•  COITI  ®  Reg  us  i>.ii  on     2007  Hertz  System,  Inc 

>R  YOUR  INFORMATION:  To  receive  this  otter,  purchase  must  be  charged  in  full  to  any  American  Express  Card.  PC#  101393 
ist  be  used  to  receive  savings.  Minimum  rental  for  this  offer  is  five  days  including  a  Saturday  night.  Offer  subject  to  vehicle 
ailability.  Hertz  Green,  Fun  and  Prestige  Collection  vehicles  are  only  available  in  select  cities  in  the  U.S.  Visit  hertz. com  for 
ations  offering  Hertz  Green,  Fun  and  Prestige  Collection  service.  Not  all  makes  and  models  are  available  at  all  locations, 
■counts  apply  to  time  and  mileage  charges  only.  This  offer  has  no  cash  value  and  may  not  be  used  with  any  other  coupon,  rate  or 
(motion.  Hertz  age,  driver,  credit,  weekly  rate  and  keep  requirements  for  the  renting  location  apply  and  the  car  must  be  returned 
that  location.  Offer  valid  for  vehicle  pickup  on  or  before  12/31/07.  Other  terms  and  conditions  and  restrictions  may  apply. 


Realism. The  authorities  harassed 
him.  Today,  he  and  other  former 
outcasts  are  being  'embraced'  as 
representatives  of  a  new  'cultural 
industry,' which  the  city  of  Beijing 
is  heavily  promoting,"  says  Tung. 
Yang's  edgy  paintings  highlight- 
ing the  dangerous  work  condi- 
tions of  coal  miners  fetch  several 
hundred  thousand  dollars  each. 

Hut  not  all  of  the  work  evokes 
Tiananmen  or  hard  times.  One 
evening  I  dined  with  Prof  Huang 
Du,  a  widely  respected  figure  in 
the  Beijing  and  Shanghai  art 
worlds.  Originally  from  Shaanxi 
Province,  Huang,  now  43,  had  studied 
painting  at  the  Central  Art  Academy  of 
Beijing  but  morphed  into  a  curator  and 
historian.  What  accounts  for  the  burst 
of  new  imagery?  "Many  of  the  younger 
artists,"  said  Huang  Du,  "didn't  live 
through  the  Cultural  Revolution.  They 
didn't  go  through  that  period  of  suppressed 
individualism.  Few  scars. They  paint  in  the 
present.  And  a  number  have  been  inspired 
by  Western  graphic  tradition,  including 
Pop  and  comic  books." 

Our  dinner  companions  were  two  suc- 
cessful young  artists  who  proved  his  point, 
Yang  Mian  and  Chen  Wenbo.  Both  in  their 
late  30s,  they  had  studied  at  the  Sichuan 
Academy  of  Art  and  come  to  Beijing  to 
"make  the  scene."  Yang  Mian  is  known 
for  his  series  entitled  Standards  of  Beauty, 
oil  paintings  of  beautiful  Chinese  women 
lifted  from  commercial  advertising;  one 
sees  hints  of  Warhol  and  Alex  Katz  in  the 
enlarged  faces  brushed  in  pastel  tones  that 
mimic  cosmetics.  The  new  paintings  of 
Chen  Wenbo  are  in  a  series  entided  Pirated- 
Copyrighted No.  1,  which  embraces  the  slick 
poetics  of  commercialism:  eight-foot-tall 
paintings  of  CDs  that  glisten  and  shimmer 
with  color.  He  has  also  painted  golf  courses, 
billiard  balls  and  cocktail  glasses. 

Ten  years  ago,  Yang  and  Chen  would 
have  each  eked  out  a  living  equivalent  to 
that  ot  a  day  laborer. That's  changed:  Their 
paintings  now  sell  for  $50,000  and  higher. 
Chen  drives  a  BMW  3  series,  while  Yang 
zips  around  in  an  Audi  Quattro  and  main- 
tains a  6,000-square-foot  studio  complex 
on  the  outskirts  of  Beijing.  "I'm  painting 
the  good  life  in  China,"  said  Chen,  wink- 
ing as  he  hoists  his  glass.  "Cheers." 


Yue  Minjun's  Goldfish  recently  sold  for  $1.38  million  at  Sotheby's. 


THE  QUESTION  REMAINS:  IS  THIS 
stuff  any  good?  "There  is  real  aesthetic 
and  cultural  value  to  these  artists,"  says 
Ingrid  Dudek,  a  specialist  in  the  Asian 
contemporary  department  at  Christie's  in 
New  York.  "And  compared  to  prices  of 
their  Western  counterparts — contempo- 
rary artists  like  Damien  Hirst  and  Jeff 
Koons — they  are  not  expensive." 

Chinese  art  does  have  a  tremendous 
breadth,  from  traditional  ink  painters  and 
hyper-realists  to  abstractionists  and  freak- 
ish jokers.  Take  the  performance  artist 
Zhang  Huan,  who  has  been  photographed 
covered  with  body  armor  made  entirely  of 
meat,  as  if  some  slab-happy  butchers  de- 
cided to  sculpt  the  Incredible  Hulk  out  of 
prime  rib.  Then  there  is  Wang  Guangyi, 
who  derives  satiric  inspiration  from 
Socialist-Realist  posters  of  the  Mao  era. 
The  painter  Yue  Minjun  cranks  out  grin- 
ning men  in  a  cartoony  Pop  style;  one  of  his 
works  sold  for  $1.38  million  at  Sotheby's 
March  2007  auction  in  New  York. 

In  yet  another  signal  that  Chinese  art 
has  arrived,  the  rooftop  terrace  of  the  Met- 
ropolitan Museum  in  New  York  last  year 
displayed  an  eye-popping  artwork  consist- 
ing of  a  12-foot-long  plastic  replica  of  an 
open-jawed  crocodile  impaled  with  hun- 
dreds of  steel  knives,  nail  clippers  and  other 
sharp  objects  confiscated  from  internation- 
al airline  passengers  by  security  guards. 
It  was  by  Cai  Guo-Qiang,  a  Chinese 
sculptor  and  performance  artist  who  is  the 
visual  and  special  effects  director  of  the 
opening  and  closing  ceremonies  of  the 
2008  Olympic  Games  in  Beijing.  The  sta- 
dium itself  was  designed  by  Ai  Weiwei  and 
the  trendsetting  Swiss  architectural  firm 


Herzog  &  De  Meuron. 

Other  artists  make  pictun 
that  are  more  evocative  of  dai 
Chinese  life,  like  Liu  Xiaodorj 
known  for  a  gritty  series  pcJ 
traying  villagers  displaced  by  t 
flooding  of  the  Yangtze  RivJ 
One  of  the  few  well-known  fern; 
artists,  Yu  Hong,  portrays 
average  citizen  on  the  street  and 
home  in  a  straightforward,  pain 
erly  manner.  Zhang  Jian  also  h| 
an  offbeat  snapshot  eye  for  inti 
ate,  everyday  moments,  whetl 
capturing  a  woman  in  sunglas 
strolling  across  Tiananmen  Squ 
or  a  man  stopping  by  a  canal  for  a  smok) 
Just  as  we  today  regard  French  Impre 
sionist  pictures  of  top-hatted  Parisia 
so  decades  from  now  we  may  view  wofl 
by  contemporary  Chinese  painters 
windows  into  Beijing  life  in  the  early  2 
century.  Ladies  and  gentlemen,  start  ycj 
collections.  • 


WHERE  TO  BUY 

Ethan  Cohen  (www.ecfa.com 
Goedhuis  Contemporary,  (www.goedhuis 
contemporary.com),  M.  Sutherland 
Fine  Arts  (www.artnet.com/ 
msutherland.html),  Tilton  Gallery 
(www.jacktiltongallery.com),  Max  Protetc 
Gallery  (www.maxprotetch.com) 

Arario  Beijing  (ww.arariobeijing 
com),  China  Art  Archives  and  Warehouse 
(www.archivesandwarehouse.com), 
Chinese  Contemporary  Beijing  (www. 
chinesecontemporary.com),  Courtyard 
Gallery  (www.courtyard-gallery.com), 
Galerie  Urs  Meile  (www.galerieursmeile. 
com),  Long  March  Space  (www.long 
marchspace.com),  798  Space 
(www.798space.com),  Red  Gate  Gallery 
(www.redgategallery.com),  Pekin  Fine  Ar 
(www.pekinfinearts.com),  White  Space 
Beijing  (www.whitespace-beijing.com) 

SHANGHAI  ShanghArt  Gallery 
(www.shanghartgallery.com),  Shanghai 
Gallery  of  Art  (www.shanghaigallery 
ofart.com) 

Beijing  sponsors  ArtBeijing, 
September  20-23  (www.artbeijing.net), 
Shanghai  sponsors  ShContemporary 
(www.shcontemporary.info),  September 
6-9,  and  the  Shanghai  Art  Fair 
(www.sartfair.com),  November  15-19. 
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>se  who  know,  know  Halekulani. 


Travel  +  Leisure:  "World's  Best  Service  #/  in  Hawaii,  J une  2007" 

"World's  Best  Hotels,  Top  100" 
2007  Readers  Poll  -  Halekulani  #38  ,  ranked  consecutively  Top  50  since  1996 

Conde  Nast  Traveler:  "Top  50  Best  Resort  Spas" 
2006  Readers  Poll  -  SpaHalekulani  #2 

American  Automobile  Association:  "AAA  Fire  Diamond  Award" 

2006  La  Mer,  only  Five  Diamond  Restaurant  in  Hawaii  for  17  consecutive  years 

Zagat  Survey:  "America's  Top  100  Hotel  Restaurants" 
(as  featured  in  USA  Today) 

2006  La  Mer  #8  &  Orchids  #44 

Institutional  Investor:  "100  World's  Best  Hotels" 

2006  Halekulani  #4 


Our  Partners: 

the  Vera  Wang  Sui  te  at  Halekulani 
Nobu  Waikiki  at  the  Waikiki  Parc  Hotel 


Oh  the  Beach  at  Waikiki 


HOO.367.2343      w  ww.halekulcini.com 


HOTELS&RESORTS 
OF  HAJiKULAM 

ThtfJeadingHoicls 
ofthffWorld 


Spas  by  Lorraine  Cademartori 


|  or  decades,  the  relationship  of  spa  and  client 
^  was  really  more  like  parents  and  children:  From 
the  time  they  crossed  the  threshold,  the  clients 
were  told  what,  where,  when  to  do  and  why  they 
e  doing  it — the  hope  being  that,  as  with  children,  the 
ons  learned  would  go  out  into  the  world  with  them. 

radually,  however,  the  parents  realized  that  the  kids 
e  ill-prepared  to  deal  with  life  outside  the  spa.  There 
dietary  slippage.  Exercise  was  harder  to  fit  into  a 
:dule.  Sleep  was  an  afterthought.  And  really,  not  too 
ly  people  wanted  to  live  a  tough  spa  regimen  24/7;  it 
simply  impractical,  and  much  more  pleasant  to  return 
l  little  TLC  only  when  needed.  Add  to  that  larger  cul- 
1  trends — especially  the  baby-boomer  obsession  with 
fairly  broad  knowledge  of  health  issues — and  the  kids 
in  to  rebel  against  the  old  ways,  demanding,  with  their 
ing  power,  more  of  a  participatory  role  in  their  spa  ex- 
ences.  What  they  really  wanted:  indulgences,  options, 
ices.  From  the  cuisine  to  activities  to  accommodations 


Who's 


Boss .' 


Demanding  freedom  of 
choice,  many  destination 
spa  clients  are  now 
running  the  show 
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to  ambience,  spas  aren't  boss  anymore. 

"Individual  choice  is  huge  now,"  says 
Tracey  Welsh,  general  manager  of  the  Red 
Mountain  destination  spa  in  St.  George, 
Utah.  "In  the  past,  spas  appealed  to  older 
clients,  people  who  were  at  a  time  in  their 
lives  when  they  didn't  mind  surrendering 
control  for  a  little  while.  Now  clients  are 
in  their  30s  and  40s  and  less  apt  to  like 
people  telling  them  what  to  do.  And  that 
demographic  is  forcing  spas  to  be  more 
flexible  in  what  they  offer." 

Red  Mountain  is  a  case  in  point: 
When  it  opened  in  1998,  its  primary 
guests  were  weight-loss-focused.  Its 
mission  was  to  get  people  to  exercise  and 
to  implement  portion  control  with  their 
meals.  But  management  soon  realized 
that  people  were  far  more  interested  in 
recharging  their  batteries — focusing  on 


ESPA 


Triple  threat 

•  Sonya  Dakar's  Retinol  Renewal  Serum,  deceptively 
mild  on  the  skin,  is  one  of  the  most  intensive 
anti-aging  products  out  there;  the  Omega-3  Repair 
Complex  helps  maintain  that  newly  youthful 
glow.  $120  and  $42,  respectively,  sonyadakar.com. 

•  ESPA's  full  line  of  impeccably  packaged  spa 
products  includes  its  24  Hour  Balancing  Complex, 
to  be  applied  after  exfoliation  (washing  your  face 
with  a  washcloth  will  do);  it's  only  lightly  fragranced 
and  contains  lavender  and  calendula  to  calm 
sensitive  skin.  About  $62.  www.espaonline.com. 

•  First  known  for  its  use  of  alpha-hydroxy  acid 
formulations,  Murad  has  for  the  past  few  years  been 
preaching  the  gospel  of  Vitamin  C— an  antioxidant 
that  stimulates  collagen  production.  Apply 
CitySkin  Detox  Treatment  before  heading  out  for  the 
day.  $125.  www.murad.com  for  spas  near  you. 


It  seemed  clear  that  people  wanted 
control  over  how  they  experienced  a  spa. 
"We  have  been  an  external-expert  culture 
for  a  long  time,"  says  Ginny  Michel  Lopis, 
co-owner  of  The  Lodge  at  Woodloch, 
in  Hawley,  Pennsylvania.  "Spas  Were  like 
an  addiction  facility  where  you  render 
yourself  incompetent.  New  spas  recognize 
that  you  don't  need  to  be  in  a  deprivation 
environment  to  be  comfortable." 

The  newly  indulgent  sensibility  extends 
to  spa  decor.  Gone  are  the  summer-camp- 
like accommodations;  spartan  surround- 
ings just  don't  do  it  for  most  folks  any- 
more. They  want  suites  with  views,  Frette 
linens,  and  complete  audio  and  video 
systems.  "People  come  to  Red  Mountain 
because  of  what  you  can  get  in  the  area, 
and  to  get  our  expertise,  but  they're  not 
willing  to  give  up  their  personal  luxuries 
to  get  it,"  says  Welsh.  "We've 
got  double  marble  sinks  in 
the  rooms,  whirlpools  in 
the  master  villas... and  we 
didn't  have  those  things  ten 
years  ago." 

From  2002  to  2005, 
Cal-a-Vie,  in  Vista,  Cali- 
fonia,  underwent  renova- 
tions spearheaded  by  owners 
Terri  and  John  Havens  that 
include  touches  like  an- 
tique clocks,  Portuguese  tile, 


their  health,  sure,  but  also  on  soft  adven- 
ture activities  (rock  climbing,  hiking, 
mountain  biking)  in  the  vicinity  as  well  as 
spa  services.  Even  the  high-impact  fitness 
classes  were  less  in  demand  than  yoga  and 
other  low-impact  activities. 


Italian  chandeliers  and  a 
huge  Louis  XVI  tapestry  in 
the  spa's  great  room.  "It's  like 
being  at  an  estate  or  some- 
one's private  home,"  says 
Deborah  Zie,  general  man- 
ager of  Cal-a-Vie — albeit 
one  with  a  new,  17,000- 
square-foot  fitness  center. 

Spas  are  changing,  but  it 
can  be  difficult  to  alter  the 
public's  perception  of  them 
as  fat  farms  on  great  real  es- 
tate, which,  in  fact,  many  of 
them  once  were.  "When  I 
started  working  here  18  years 
ago,  people  were  on  600  to 
900  calories  per  day.  Now  it's  a  minimum 
ol  1,200,  depending  on  how  actively 
they're  participating  in  the  program,"  says 
Zie.  "We  used  to  have  one  day,  Wednesday, 
that  was  kind  of  a  fasting  day,  and  we'd 
serve  gazpacho  and  two  tablespoons  of 


sunflower  seeds  and  that  was  the  hid 
light  of  the  day."  In  retrospect,  she  sal 
"Wednesday  was  the  worst  day  to  lov 
someone's  calories,  assuming  they'd  be 
here  since  Sunday — it's  all  hitting  y 
by  Wednesday."  Rather  than  encoun 
ing  rapid  weight  loss,  Cal-a-Vie  1 
shifted  its  focus  toward  the  longer  ter) 
trying  to  teach  clients  proper  nutritj 
through  a  far  more  varied  spa  me 
that  now  features  once-verboten  dij 
and  beef  in  addition  to  more  traditio' 
"healthy"  fare.  And  in  keeping  with  t 
current  mantra  of  "choice,"  Cal-a-Vie,  R 
Mountain  and  numerous  other  destii 
tion  spas  have  discarded  the  mandate 
one-week  stay;  three  nights  is  the  m 
standard  minimum. 

These  are  client-driven  changes,  1 
with  regard  to  menus  and  activities,  thei 
primarily  designed  to  appeal  to  men 
think  generally  men  are  less  accepting 
pretension  and  have  traditionally  viev< 
spa  cuisine  as  a  deprivation  experien 
Few  destination  spas  attract  men  beca) 
they  think  of  weight  loss,  and  weight-l 
food,  as  not  very  inspired,"  says  Loi 
Woodloch  doesn't  put  calorie  or  fat  c« 
tent  on  its  menu;  it  also  serves  wine  a 
beer.  (Lopis  points  to  recent  studies  t 
indicate  moderate  drinkers  have  loi 
rates  of  heart  disease  than  teetotale 
Tracey  Welsh  of  Red  Mountain  says 
spa  added  golf  and  additional  "adventx 
components  specifically  to  help  men  1 
more  at  ease;  it  also  offers  Metabeat 
sessments  that  determine  one's  tan 
heart  rate  for  optimum  cardio  benefit, 
burning,  etc.  (Men  use  them;  women 
as  much.)  Red  Mountain  also  serves  w 
and  beer  and  that  other  former  conl 
band,  coffee.  "Now  wives  can  drag  tf 
husbands  to  this  wonderful  spa  beca 
the  husband  knows  at  the  end  of  the 
there's  a  beer  waiting." 

There  will  always  be  a  (small,  cles 
defined)  market  for  spas  that  help  you  1 
ten  pounds  in  a  week  or  mandate  med 
tion,  solitude  or  ten-mile  hikes  at  da' 
But  for  most  of  the  industry,  asceticism 
asceticism's  sake  is  a  thing  of  the  pas 
good  news  for  those  who  exercise  w! 
they  want  to,  sleep  late,  lounge  aroii 
their  luxury  suites  and  eat  whatever  tj 
feel  like — as  long  as  it's  not  soup  v 
sunflower  seeds.  • 
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ind  And  Body. 

It's  what  you've  been  craving.  Peaceful  sleep  without  a  struggle.  That's  what  v  1,2 and 3 mg tablets 

Lunesta*  is  all  about:  helping  most  people  fall  asleep  quickly,  and  stay  asleep  all  through  the  night.  It's  not  only 
-narcotic,  it's  approved  for  long-term  use.  So  you  can  feel  comfortable  taking  it  night  after  night.  Talk  to  your 
Dctor  first  before  using  sleep  aids  for  extended  periods.  Tonight,  just  close  your  eyes,  and  leave  the  rest  to  Lunesta. 
Find  out  how  to  improve  your  sleep  habits  at  www.lunesta.com.  Or  call  1-800-Lunesta. 

ORTANT  SAFETY  INFORMATION:  Lunesta  works  quickly,  and  should  be  taken  right  before  bed.  Be  sure  you  have  at  least 
t  hours  to  devote  to  sleep  before  becoming  active.  Until  you  know  how  you'll  react  to  prescription  Lunesta,  you  should  not  drive 
perate  machinery.  Do  not  use  alcohol  while  taking  Lunesta.  Most  sleep  medicines  carry  some  risk  of  dependency.  Side  effects  may 
ide  unpleasant  taste,  headache,  drowsiness  and  dizziness.  See  important  patient  information  on  the  next  page.      62006  Sepracor  Inc. 


Lunesta 


(eszopicloneje 

1,2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA 
before  you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is 
not  meant  to  take  the  place  of  your  doctor's  instructions.  If 
you  have  any  questions  about  LUNESTA  tablets,  be  sure  to 
ask  your  doctor  or  pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems, 
such  as  difficulty  in  falling  asleep,  difficulty  in  maintaining 
sleep  during  the  night,  and  waking  up  too  early  in  the  morning. 
Most  people  with  insomnia  have  more  than  one  of  these 
problems.  You  should  take  LUNESTA  immediately  before 
going  to  bed  because  of  the  risk  of  falling 

LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better  Insomnia  is 
often  transient  and  intermittent.  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  1 0  days  up  to  2  weeks.  If  your 
insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that 
may  require  more  prolonged  use  of  sleep  medicine. 
However,  you  should  not  use  these  medicines  for  long  periods 
without  talking  with  your  doctor  about  the  risks  and  benefits 
of  prolonged  use. 

Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night.  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness. 

To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day.  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  are  taking  LUNESTA  or 
any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause 
drowsiness  and  are  best  avoided  while  taking  LUNESTA. 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by 
your  doctor.  Never  change  your  dose  without  talking 
to  your  doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 

Memory  Problems 

Sleep  medicines  may  cause  a  special  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine. 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine.  Memory  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane  flight  and  the  person  wakes  up  before 
the  effect  of  the  medicine  is  gone.  This  has  been  called 
"traveler's  amnesia."  Memory  problems  have  been 
reported  rarely  by  patients  taking  LUNESTA  in  clinical 
studies.  In  most  cases,  memory  problem;  can  be  avoided  if 
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you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again.  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems. 

Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than  a 
few  weeks,  they  may  lose  their  effectiveness  in  helping  you 
sleep.  This  is  known  as  "tolerance."  Development  of  tolerance 
to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months'  duration.  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally 
not  necessary.  Some  people,  though,  have  chronic  sleep 
problems  that  may  require  more  prolonged  use  of  sleep 
medicine.  If  your  sleep  problems  continue,  consult  your  doctor, 
who  will  determine  whether  other  measures  are  needed  to 
overcome  your  sleep  problems. 

Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses.  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to 
avoid  withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have  a 
higher  chance  of  becoming  addicted  to  sleep  medicines.  This 
possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 

Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the  medicine  has 
been  used  for  only  a  week  or  two.  In  mild  cases,  withdrawal 
symptoms  may  include  unpleasant  feelings.  In  more  severe 
cases,  abdominal  and  muscle  cramps,  vomiting,  sweating, 
shakiness,  and,  rarely,  seizures  may  occur.  These  more 
severe  withdrawal  symptoms  are  very  uncommon.  Although 
withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA, 
there  is.  nevertheless,  the  risk  of  such  events  in  association 
with  the  use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia  "  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the  medicine. 
If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own 
after  1  or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your 
own.  Always  follow  your  doctor's  directions. 

Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior.  These 
effects  are  not  common.  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

•  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used.  Clinical  experience 
with  LUNESTA  suggests  that  it  is  rarely  associated  with 
these  behavior  changes. 

It  is  also  important  to  realize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by 
an  illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems 
that  do  not  improve  may  be  due  to  illnesses  that  were  present 
before  the  medicine  was  used.  If  you  or  your  family  notice 


any  changes  in  your  behavior,  or  if  you  have  any  unusu 
disturbing  thoughts,  call  your  doctor  immediately. 

Pregnancy  And  Breastfeeding 

Sleep  medicines  may  cause  sedation  or  other  pote 
effects  in  the  unborn  baby  when  used  during  the  last  wd 
of  pregnancy.  Be  sure  to  tell  your  doctor  if  you  are  pregnj 
if  you  are  planning  to  become  pregnant,  or  if  you  bee 
pregnant  while  taking  LUNESTA. 

In  addition,  a  very  small  amount  of  LUNESTA  may  be  pre: 
in  breast  milk  after  use  of  the  medication.  The  effects  of 
small  amounts  of  LUNESTA  on  an  infant  are  not  knd 
therefore,  as  with  all  other  prescription  sleep  medicines 
recommended  that  you  not  take  LUNESTA  if  you  are  brej 
feeding  a  baby. 

Safe  Use  Of  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  or  any  a 
sleep  medicine,  you  should  observe  the  following  caut 

1.  LUNESTA  is  a  prescription  medicine  and  shoul 
used  ONLY  as  directed  by  your  doctor.  Follow 
doctor's  instructions  about  how  to  take,  when  to  rj 
and  how  long  to  take  LUNESTA. 

2.  Never  use  LUNESTA  or  any  other  sleep  medicine 
longer  than  directed  by  your  doctor 

3.  If  you  notice  any  unusual  and/or  disturbing  thou 
or  behavior  during  treatment  with  LUNESTA  or 
other  sleep  medicine,  contact  your  doctor. 

4.  Tell  your  doctor  about  any  medicines  you  ma 
taking,  including  medicines  you  may  buy  witho 
prescription  and  herbal  preparations.  You  should 
tell  your  doctor  if  you  drink  alcohol.  DO  NOT  use  alci 
while  taking  LUNESTA  or  any  other  sleep  medicim 

5.  Do  not  take  LUNESTA  unless  you  are  able  to  get 
more  hours  of  sleep  before  you  must  be  active  arj 

6.  Do  not  increase  the  prescribed  dose  of  LUNEST, 
any  other  sleep  medicine  unless  instructed  by 
doctor. 

7.  When  you  first  start  taking  LUNESTA  or  any  d 
sleep  medicine,  until  you  know  whether  the  med 
will  still  have  some  effect  on  you  the  next  day, 
extreme  care  while  doing  anything  that  reqil 
complete  alertness,  such  as  driving  a  car.  opera; 
machinery,  or  piloting  an  aircraft. 

8.  Be  aware  that  you  may  have  more  sleeping  probft 
the  first  night  or  two  after  stopping  any  sleep  medi< 

9.  Be  sure  to  tell  your  doctor  if  you  are  pregnan 
you  are  planning  to  become  pregnant,  if  you  becj 
pregnant,  or  if  you  are  breastfeeding  a  baby  v| 
taking  LUNESTA. 

10.  As  with  all  prescription  medicines,  never  s 
LUNESTA  or  any  other  sleep  medicine  with  an; 
else.  Always  store  LUNESTA  or  any  other  sleep  med 
in  the  original  container  and  out  of  reach  of  chiid 
11  Be  sure  to  tell  your  doctor  if  you  suffer  from  depres 
12.  LUNESTA  works  very  quickly.  You  should  only 
LUNESTA  immediately  before  going  to  bed. 

13  For  LUNESTA  to  work  best  you  should  not  take  it 
or  immediately  after  a  high-fat,  heavy  meal. 

14  Some  people,  such  as  older  adults  (i.e..  ages  65i 
over)  and  people  with  liver  disease,  should  start 
the  lower  dose  (1  mg)  of  LUNESTA.  Your  doctor 
choose  to  start  therapy  at  2  mg.  In  general.  a« 
under  age  65  should  be  treated  with  2  or  3  mg. 

15.  Each  tablet  is  a  single  dose:  do  not  crush  or  t 
the  tablet. 

Note:  This  summary  provides  important  information  a 
LUNESTA.  If  you  would  like  more  information,  ask 
doctor  or  pharmacist  to  let  you  read  the  Prescri 
Information  and  then  discuss  it  with  him  or  her. 

Rx  only 
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The  boss  at 
ease  inside 
Gehry  HQ, 
West  Los 
Angeles,  CA 


hey  dorit  hire  me  to  do  boxes. —  Frank  Gehry 

'repare  for  big  shiny,  curvy  buildings  coming  to  a 
near  you.  Cranes  will  rise  in  Barcelona,  New  York, 
salem,  Las  Vegas,  Abu  Dhabi,  Paris  and  other  world 
ers  to  construct  glass  sails,  wavy  monoliths,  bristly 
tiheaded  towers  and  other  alter-the-skyline-forever 
ctures  designed  by  a  spectacled,  white-haired  78- 
-old  working  out  of  a  bullpen  with  cardboard  furni- 
in  West  Los  Angeles. 

t's  been  a  decade  since  Frank  Gehry 's  Guggenheim 
;eum — "the  greatest  building  of  our  time,"  according 
le  late  Philip  Johnson — embedded  Bilbao  on  the  cul- 
1  globe.  And  it's  been  four  years  since  Gehry  built  the 
t  Disney  Concert  Hall,  the  oft-cited  tipping  point 


The 
Master 

Builder 

As  he  nears  his  80th  birthday, 
Frank  Gehry  shows  no 
signs  of  slowing  down. 
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From  left,  Gehry  past  and  future:  the  career-defining  Guggenheim  Bilbao  and  Brooklyn's  controversial,  skyline-altering  Atlantic  Yards. 


for  downtown  L.A.'s  renaissance.  Now 
everyone  wants  in  on  the  fun.  "I  used  to 
travel  a  lot,  but  at  this  stage  clients  tend 
to  come  to  me,"  says  Gehry  with  typical 
understatement.  "Fame  was  unexpected. 
Maybe  if  it  happened  to  me  in  my  30s  it 
would  have  warped  me." 

Gehry  s  ever-expanding  list  of  new  pro- 
jects should  win  him  even  more  fame — 
and  notoriety  from  his  detractors,  who  var- 
iously complain  that  his  buildings  privilege 
spectacle  over  functionality,  or  that  they're 
ill-suited  to  their  surroundings.  Critics 
will  have  plenty  to  argue  over  in  the  coming 
years,  when  even  Disney  Hall  might  seem 
like  a  comparative  Mickey  Mouse  affair: 
There's  a  47,000-square-foot  cloud  of  glass 
housing  a  museum  suspended  above  Paris' 
Bois  de  Boulogne;  a  roller  coaster  of  a 
medical  research  building  for  downtown 
Las  Vegas;  a  museum  in  Jerusalem  that 
looks  like  a  dismantled  turbo-jet;  and  the 
Atlantic  Yards,  Brooklyn's  S4-billion  "city 
within  a  city,"where  22  acres  of  towers  and 
a  sports  arena  may  do  for  Brooklyn  what 
the  Rockefellers  would  have  done  for 
Manhattan  if  they'd  been  better  connected. 

It  seems  written  in  curving  steel  that 
Gehry 's  increasingly  ubiquitous  twisting, 
bristling  and  arched  forms  will  be  recog- 
nized as  the  stylistic  signature  of  our  era, 
just  as  we  recognize  the  period  of  Wright, 
Wren  or  Michelangelo.  Gehry 's  revolu- 
tion, which  is  barely  two  decades  old,  has 


been  far  more  instantaneous  and  global 
than  anything  these  other  architects  saw 
in  their  lifetimes.  But  then  again,  Gehry 
does  work  next  door  to  Hollywood. 

Enter  through  a  concrete  lobby  in 
an  anonymous  building  fronted 
by  corrugated  sheeting  a  few 
blocks  from  the  Pacific  Ocean 
in  West  L.A.  and  suddenly  you're  in  a 
hangar-esque  space  where  some  200 
acolytes  toil  at  desks  and  tables  con- 
structed from  the  same  cheap  red  plywood 
used  for  packing  cases.  Sitting  in  a  shack- 
like office  in  the  middle  of  this  quarry- 
of-a-hundred-cathedrals  is  Gehry  him- 
self in  a  black  T-shirt  and  jeans.  "Sorry,  I 
didn't  get  around  to  shaving  this  morn- 
ing," he  says  by  way  of  introduction — even 
he  seems  to  be  a  work  in  progress. 

Rising  above  all  the  cheap  'n' cheerful 
decor  like  a  vision  of  Valhalla  are  two 
dozen  gleaming  models  of  The  Very  Big 
Things  to  Come,  including  several  ver- 
sions of  Atlantic  Yards,  which,  as  with 
many  past  Gehry  projects,  is  getting 
plenty  of  opposition  in  the  form  of 
lawsuits,  protests  and  editorials.  "Mega- 
blocks  that  are  prime  examples  of  bad 
urban  planning"  is  the  assessment  of  local 
City  Councilmember  Letitia  James. 

"I  think  the  community  around  there 
is  looking  at  what  they've  gotten  in  the 
past,  the  boxes,  and  they're  saying,  'Oh, 


God,'"  says  Gehry.  "But  hopefully  oil 
they  see  that  this  is  something  really  v 
different  they'll  be  content.  It'll  certaii 
be  a  much  more  fun  place  than  thej 
got  now." 

Fun.  For  all  the  fancy  talk  acaden 
and  critics  use  to  describe  Gehry 's  outj 
there's  a  simple  truth  to  his  work:  M 
of  his  constructions  engage  the  man 
the  street.  And,  as  anyone  who  has  e 
seen  a  classical  music  hater  hanging  ou 
Disney  Hall's  labyrinthine  roof  garc 
or  kids  ogling  Gehry 's  22-foot  glass  fis 
Minneapolis' otherwise  sterile  Walker 
Center,  or  tourists  photographing  e 
other  under  the  giant  binoculars  str 
dling  the  entrance  to  Gehry 's  Chiat/1 
office  building  in  Los  Angeles,  fun  trut 
function  in  the  public  imagination. 

And  yet  something  serious  has  h 
pened.  This  guy  has  exploded  the 
forms  that  have  crowded  our  cities 
had  induced  us  to  accept  lazy,  borinj 
preciously  minimalist  constructions  in 
name  of  art  and  economics.  With  Ge 
we  get  to  wave  adieu  to  what  Tom  W 
memorably  called  the  "Rue  De  Reg 
of  International  Style  German  wort 
cubes  and  replace  our  yawns  with  a  1 
shock  and  awe. 

"A  very  small  percentage  of  what's  t 
is  real  architecture — something  wl 
there  was  an  intention  to  make  sometl 
beautiful  in  the  most  optimistic,  huma 
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tic  way,"  says  Gehry.  "Most  buildings  are 
just  built  as  boxes  for  money  laundering. 
They  have  nothing  to  do  with  architecture. 

"I  like  buildings  under  construction 
better  than  when  they  arc  finished  because 
there's  a  kind  of  immediacy,  a  feeling  of 
process,  and  it's  accessible,"  he  continues, 
glancing  up  at  his  studio's  exposed  duct- 
work and  hanging  insulation.  "Maybe  it 
was  the  casual  nature  of  growing  up  in 
a  Canadian  mining  town  where  there 
was  nothing  precious  about  housing,  and 
where  there  was  all  that  visible  industry 
that  makes  the  process  more  interesting 
than  the  completion." 

Nearby  is  a  pile  of  concrete  samples  Ut- 
tering the  floor  beside  the  Mickey  Mouse 


with  the  same  things  I  think  about  when  I 
design — art,  music,  sculpture — our  discus- 
sions on  the  project  are  very  visceral.  How 
much  will  this  cost?  Will  it  be  done  on 
time?  That's  why  I  have  all  the  computers." 

Computers?  Gehry  is  famous,  for  not 
touching  them.  His  office  doesn't  even  have 
a  laptop.  But  wander  over  to  the  corner  of 
the  studio'  and  behold  a  large  computer 
annex  that  looks  almost  like  a  trading 
floor — it's  part  of  Gehry  Technologies,  a 
separate  60-employee  company  that  over- 
sees design  and  construction  processes  for 
Gehry  and  outside  clients.  Gehry  s  designs, 
for  all  their  perceived  playfulness  and  even 
recklessness,  are  about  as  spontaneous  as 
the  Nuremberg  Rallies. 


"I'm  not  doing  another  Bilbao  or  Disney 


one  building  Gehry  can't  seem  to  finis 
his  home.  "I  have  been  working  for  fij 
years  to  build  something  on  property 
bought  near  the  Marina,  but  I  don't  knq 
if  it's  ever  going  to  be  done.  It's  horrible 
feel  too  comfortable  in  my  current  hous< 
For  the  past  three  decades  Gehry  h 
been  living  on  a  quiet  residential  street 
Santa  Monica,  in  a  1920s  Dutch  Revhj 
home  transformed  into  a  cubist  hodg 
podge  of  chainlink  fencing,  sheet  me! 
and  glass  wedges — it's  the  first  place  th 
got  the  classic  "Gehry  treatment." 

As  usual,  Gehry  faced  strong  oppo« 
tion  at  first.  "My  neighbors  hated  it.Th 
thought  it  was  destroying  their  pro 
erty  prices.  They've  all  since  moved,  an* 
now  have  more  appreci 
tive  neighbors.  I  really  do 
r         n     know  how  to  leave  it." 

Hall,  says  Gehry  That  wouldnt  be  run.     Not  that  he  seems 

dolls  and  other  bric-a-brac.  "I'm  messing 
with  a  new  kind  of  concrete,"  he  says, 
handing  over  a  trellis  made  from  what  I 
would  have  sworn — even  after  handling 
it — was  wood.  What  does  he  plan  to  use 
if  for?  Gehry  doesn't  yet  know.  Experi- 
mentation seems  to  be  a  constant. 

"I'm  not  doing  another  Bilbao  or 
Disney  Hall,"  says  Gehry.  "That  wouldn't 
be  fun.  I  look  at  doing  something  com- 
pletely new,  like  building  underground  in 
Philadelphia."  He  shows  a  model  of  the 
neoclassical  Philadelphia  Museum  of  Art 
with  a  subterranean  expansion  of  galleries 
that  looks  ready  to  give  the  above-ground 
galleries  a  run  for  their  sunlight.  "This 
provides  a  whole  new  challenge  for  me. 
How  do  you  do  a  building  that  has  pas- 
sion without  being  able  to  see  it?" 

This  talk  of  passion  coupled  with  all 
the  curvy  and  angular  lines  could  lead 
one  to  suspect  that  there's  a  certain  ran- 
domness to  Gehry 's  structures,  exem- 
plified in  an  episode  of  The  Simpsons  in 
which  Gehry  builds  a  concert  hall  to  mir- 
ror a  crumpled  piece  of  paper  he  finds  on 
the  ground.  However,  designing,  financing 
and  building  these  revolutionary  struc- 
tures takes  a  business  and  design  disci- 
pline worthy  of  Henry  Ford. 

"I'm  not  some  grand  vizier  in  my  office 
doodling,"  notes  Gehry.  "When  I  work 
with  a  client  like  Bruce  Ratner  [developer 
of  the  Atlantic  Yards],  who  is  very  involved 


Gehry's  Walt  Disney  Concert  Hall  is  a  bright  spot  in  Los  Angeles'  burgeoning  downtown. 


"The  tools  to  be  master  planners  are 
right  here  at  our  fingertips,"  says  Gehry. 
"You  push  a  button  and  you  can  see  what 
all  the  current  construction  costs  are  in 
Iowa  or  wherever  else  you  want  to  build.  I 
drove  the  technology  because  I  knew  that 
whoever  had  the  most  information  con- 
trolled the  game." 

And  yet  Gehry  goes  through  more 
models  than  the  Rolling  Stones.  "We'll 
build  one,  think  it  over,  make  some  adjust- 
ments on  the  computers  and  then  build 
another  one,"  says  Gehry.  "We  build  50  or 
60  models  before  the  actual  building." 

Over  in  the  corner  sits  a  model  of  the 


crave  luxury.  When  he  invites  you  to  sh 
his  lunch  with  him,  he  beckons  one  of 
assistants  to  mix  an  extra  packet  of  cH 
colate  protein  powder  with  warm  wa 
in  a  Dixie  cup.  Ten  minutes  later,  lun 
over,  Gehry  is  getting  visual  nourishme 
stooping  over  the  model  of  the  basketb 
arena  for  the  New  Jersey  Nets  proposed 
the  Adantic  Yards.  "Look  at  this,"  he  si 
excitedly.  "Someone  walking  on  Flatbi 
Avenue  will  look  inside  and  be  able  to 
the  scoreboard.  This  will  be  fun  for  lo 
kids  or  anyone  who  can't  afford  a  ticket 
This  may  be  the  era  of  Frank  Geh 
but  we're  all  invited.  • 
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Wine  by  Richard  Nalley 


Witchy  Wines 

Magic  or  science?  With  biodynamics,some  of 
i  worlds  greatest  wineries  are  going  deep  medieval. 


Vhen  you  get  out  of  your 
car  at  our  winery,  you 
can  hear  the  difference," 
Mike  Benziger  of  his  Benziger 
ly  Winery  on  Sonoma  Mountain, 
insects,  the  birds,  the  life  force  of 
ilace  hits  you.  That's  what  we're 
ing  to  harness  in  the  bottle."  It's 
very  vineyard  that  offers  an  audio 
>onent,  but  then  it  is  not  every 
ard  that — like  the  Benzigers' — 
rked  according  to  the  phases  of 
loon,  with  cow  horns  buried  in  its 
,  and  vines  doctored  with  the  kind 
tchy  stir-ups  (Chant  along  with 
Flower  of  yarrow  and  bladder  of 
.")  that  used  to  get  loners  burned 
:  stake  in  old  Salem.  But  the  idea 
ching  on:  Top  winemakers  around 
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the  world  are  staking  their  futures  on 
what  looks  like  a  blast  from  the  pagan 
past.  What's  more,  it  seems  to  be  working. 

Let's  try  a  few  names:  Domaine  Leroy 
in  Burgundy,  Araujo  Estate  in  Napa  Valley, 
Domaine  Zind-Humbrecht  in  Alsace  and 
Clos  L'Ermita  in  Spain.  These  are  labels 
that  wine  lovers  (and  auction  speculators) 
see  in  their  dreams,  rare  and  prized  trophy 
wines.  But  here  is  something  else  they  have 
in  common:  Like  Benziger,  these  estates 
are  all  "biodynamic,"  practicing  a  radical 
style  of  farming — some  would  say  they 
put  the  cult  back  in  agriculture — that 
makes  "organic"  look  weak-kneed.  They 


Steiner  in  a  series  of  eight  lectures  de- 
livered the  year  before  his  death  in  1925. 
Either  a  historic  visionary  or  a  tenden- 
tious crackpot,  depending  on  your  view, 
Steiner  is  remembered  today  chiefly  for 
the  900-plus  Waldorf  Schools  around  the 
world,  whose  curriculum  is  guided  by  his 
complex,  esoteric  system  of  thought  called 
"anthroposophy."But  anthroposophy  also 
has  branches,  as  it  were,  in  fields  as  dis- 
parate as  banking,  architecture  and  dance. 

Steiner's  lectures  on  agriculture,  which 
touch  on  wine  only  glancingly,  combine 
hands-on  advice  about  topics  such  as  ma- 
nure improvement  and  what  will  strike 


Top  winemakers  are  staking  their 
futures  on  a  blast  from  the  pagan  past. 
What's  more,  it  seems  to  be  working. 


are  names  to  conjure  with:  Domaine  de 
la  Romanee-Conti,  Coulee  de  Serrant, 
Joseph  Phelps,  Comtes  Lafon,  Chapoutier, 
Felton  Road,  Marc  Kreydenweiss — and 
they  are  what  we  have  instead  of  druids. 
Biodynamic  wineries  are  seeking  some- 
thing beyond  sustainable,  and  touching  on 
the  mystical. 

Just  how  flaky  is  biodynamics?  There  is 
certainly  no  shortage  of  doubters.  Perhaps 
the  best-known  international  viticulrural 
consultant,  Richard  Smart,  for  one,  has 
called  biodynamics  "black  magic,"  intend- 
ing no  part  of  that  as  a  compliment.  And 
you  won't  find  it  on  the  curriculum  at 
university  enology  programs.  Andrew 
Walker,  a  professor  at  Wine  U. — the 
University  of  California,  Davis — speaks 
for  many  in  academia  when  he  says  that 
biodynamics  "simply  doesn't  fall  within 
the  realm  of  science  or  stand  up  to  a  scien- 
tiflc  approach."  Biodynamic  techniques 
are  passed  like  a  torch  from  true  believer 
to  true  believer,  enlightening  one  convert 
at  a  time.  Nor  are  they  anything  you  will 
see  adopted  by  the  corporate-owned  wine- 
ries. Hilarity  at  shareholder  meetings 
aside,  biodynamics  confers  no  marketplace 
advantage  (most  don't  even  note  it  on 
their  back  labels)  and  demands  personnel- 
challenging,  perpetual  close  attention  to 
the  vines  and  their  surroundings. 

Biodynamics  follows  principles  laid 
out  by  the  Austrian  philosopher  Rudolf 


many  readers  as  some  pretty  far-out  stuff. 
When  the  book  jacket  of  the  Rudolf 
Steiner  Press  edition  of  the  lectures  de- 
scribes him  as  "a  highly  developed  seer" 
whose  work  is  based  on  direct  knowledge 
of  spiritual  dimensions,  you  get  an  inkling 
that  his  arguments  won't  track  like  the 
ones  in  your  old  Earth  Science  textbook. 
As  Steiner  describes,  for  instance,  how  to 
rid  your  crops  of  field  mice  by  skinning  a 
few  and  burning  them  at  "the  time  when 
Venus  is  in  Scorpio"  and  then  sprinkling 
the  ashes  around,  you  are  either  onboard 
for  the  trip  or  not. 

Well... the  point  here  is  not  to  rum- 
mage through  Steiner's  pronouncements 
for  head-scratchers,  but  to  figure  out 
why  so  many  technically  trained  and  al- 
ready hugely  successful  winemakers  have 
flocked  to  his  teachings. 

The  wave  began  in  France,  which 
makes  sense,  because  biodynamics  en- 
shrines the  Big  Idea  of  French  wine  cul- 
ture: the  notion  that  wine,  that  complex 
and  sensitive  beverage,  should  express 
the  peculiarities  of  the  patch  of  ground  it 
came  from.  Steiner's  practices  magnify 
these  particularities  by  making  each  farm 
a  self-sustaining  entity,  packed  with  life 
and  with  as  few  "inputs"  from  the  outside 
as  possible. 

Ideally  each  vineyard  would  gather 
the  ingredients  for  its  Steiner  preparations 
from  its  own  soil.  (Though  it's  probably 


rare  that  they  can  manage  this  100  perl 
in  practice — most  wineries,  for  one  th| 
don't  have  their  own  cow  herds.)  Then 
for  example,  the  "501,"  which  speq 
ground  quartz  mixed  with  rain  w| 
packed  into  a  cow's  horn  buried  in  sp| 
and  dug  up  in  autumn.  Aside  fromi 
ganic  sulfur  and  copper  mixes,  they  usi 
chemical  sprays,  no  artificial  fertilize) 
pesticides.  Once  in  the  winery,  the  gn 
are  fermented  with  the  yeasts  on  their 
skins  and  with  as  little  manipulate 
possible — no  fining  or  filtration,  or  ajl 
ification  or  de-acidification,  or  ad] 
sugar  to  boost  alcohol  or  machine 
reduce  it.  "  These  arel 
dividualized  wines," 
Benziger.  "We  honor 
rough  edges  instea» 
trying  to  file  them  oflfl 
To  get  to  that  poin 
course,  you've  got  to  I 
a  healthy  vineyard.  Another  appealing 
pect  of  biodynamics  is  the  notion  of  n 
ing  the  land,  of  bringing  soils  and  t 
environment — and  the  cosmos — back 
a  lively  equilibrium.  It  sounds  like  the 
that  organic  farmers  strive  toward  (m 
minus  the  cosmos  part),  but  the  Steii 
ites  believe  they  are  following  a 
different  road. 

Michel  Chapoutier  of  Nortl 
Rhone-based  M.  Chapoutier,  and  or 
the  most  visible  international  spokes* 
for  the  cause,  likes  to  use  the  analog 
a  man  with  a  headache.  The  cherr 
farmer's  approach,  he  says,  woulc 
like  giving  the  man  an  aspirin  to  n 
the  symptoms  go  away;  the  organic 
proach — in  his  view — might  entail, 
homeopathic  pills  and  massage.  Bi« 
namics,  Chapoutier  says,  "Asks  wh 
wrong  with  the  system  that  is  causii 
headache.  High  blood  pressure?  Stresi 
the  modern  world  we  want  to  give 
swers,  we  are  question  killers.  But  tc 
back  to  the  root  of  things  sometimes 
better  not  to  have  an  answer  but  tc 
more  questions." 

Sometimes  those  questions  may  ii 
answers  you  can't  exactly  explain.  "I 
not  understand  everything  Steiner 
trying  to  say,"  notes  Bart  Araujo,  of  N 
Araujo  Vineyards.  "But  then  I  was  r; 
a  Catholic  and  I  don't  understand  e 
single  tenet  of  Catholicism  either.  T 


112  I  FbrbesLife 


100  WINES  BY  THE  GLASS.  100  TOASTS  WAITING  TO  BE  MADE. 
OUR  PRIVATE  DINING  EXPERTS  WILL  HELP  YOU  CREATE  AN  UNFORGETTABLE  OCCASION. 
FLEMING'S.  WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES. 


PRIME  STEAKHOUSE  6-  WINE  BAR 


For  locations  visit  flemingssteakhouse.com 


are  times  you  just  have  to  use  faith." 

Araujo  has  already  tried  the  easy-an- 
swer approach.  "We  used  to  have  this  con- 
sultant who  would  show  up  once  a  month 
and  say, 'You  have  a  potassium  deficiency,' 
and  so  we  would  nuke  the  vineyards,"  he 


says.  "Then  the  next  month,  'You  have 
a  magnesium  deficiency.'"  There  was 
always  something:  mites  in  the  Petite 
Verdot,  leafhoppers.  "In  1996  we  had  a 
heat  wave  and  a  lot  of  the  vines  just  curled 
up,  everything  got  sun-burned.  At  harvest 


we  had  40  people  handpicking  bad  berrie 
out  of  the  grape  clusters  one  by  one." 

Araujo  changed  over  to  organic  farm 
ing  in  the  late-1990s,  but  he  had  been 
reading  about  biodynamics  in  a  winM 
publication  when  another  lightbulb  wem 


BIODYNAMIC  WINES 

TO  MAKE 

YOU  A  BELIEVER 

>D0MINI0  DE  ATAUTA         vintage  in  Burgundy's  great  ^  CAMBRIEN  2004  Chenin  Blanc  vineyard 

2004,  RIBERA  DEL  run  from  2002-2005 —  r  SHIRAZ,  HEATHC0TE  above  the  Loire  River,  this 

DUERO  ($42)  and  this  wine  emerged  juicy,  ($70)  unctuous — and  dry — white 

Miguel  Sanchez,  a  Madrid        vibrant  and  packed  with  An  Australian  joint  venture  performs  its  trademark 

wine  merchant,  rediscovered     flavor,  the  graceful  Old  World  between  the  Chapoutiers  trick:  It  continues  to  unfold 

the  riches  of  his  childhood        way.  (Veritas)  and  the  Laughton  family  and  add  character  in  the 

home,  a  remote,  rugged,  from  acclaimed  Jasper  Hill  bottle  for  days  after  you've 

high-altitude  region  of  ^  MARC  KREYDENWEISS  Vineyard,  north  of  Melbourne,  opened  it.  (Vintus) 

century-old,  all-but-forgotten      ^   2004  RIESLING,  At  15  percent  alcohol,  this 

Tempranillo  vines.  From  a         KASTELBERG  ($69)  is  practically  a  meal  in  itself.  ^  ARAUJO  2003, 

stupendous  vintage,  this  The  Kreydenweisses  have  Almost  syrupy  in  texture  <r.  EISELE  VINEYARD, 

ultra-filled-in  red  is  my  been  making  wine  in  Alsace  (but  dry)  and  capturing  NAPA  VALLEY  ($215) 

favorite  wine  discovery  of  the     since  1650  and  perfectly  ripe  fruit  essences,  One  of  America's  most 

year.  (Importer:  The  Rare  biodynamically,  thanks  to  it  all  but  glides  down  your  elusive  cult  wines,  the 

Wine  Company)  Marc,  since  1990.  Given  throat.  (Old  Bridge  Cellars)  '03  Araujo  is  a  study 

unlimited  funds,  this  famous  in  seamless  power,  a  velvety, 

Grand  Cru  would  be  the  ^  BENZIGER  2004  senses-filling  wine  with 

>FELT0N  ROAD  2006  perfect  compulsively  r  TRIBUTE,  perfect  palate  definition; 

PINOT  NOIR,  CENTRAL       sippable  house  white:  near  SONOMA  MOUNTAIN  a  sip  is  such  a  flavor 

OTAGO  ($43)  dry  but  with  blossomy  honey  ($80)  experience  you  feel  almost 

New  Zealand's  Central  flavors  underpinned  by  a  Mike  Benziger  may  nostalgic  after  swallowing. 

Otago  has  a  mushrooming        fresh,  palate-clearing  acidity.  celebrate  "rough  edges" 

reputation  for  complex  (Wilson  Daniels)  (see  article),  but  this  ^  M.  CHAPOUTIER 

Pinot  Noir,  and  Felton  Road  singular,  Cabernet-based  ~  2004  L'ERMITE, 

is  its  marquee  name.  V,  FINCA  DOFI 2004,  red  shows  off  an  easygoing,  HERMITAGE  ($250) 

Winemaker  Blair  Walter  ^  PRIORAT  ($70)  unforced  refinement.  Atop  the  granite  eminence 

balances  perfumed  From  Spanish  superstar  Black  cherry,  chocolate  of  Hermitage  in  the  northern 

Burgundian-style  elegance        Alvaro  Palacios'  "other"  and  violets  waft  from  Rhone  is  this  vineyard  of 

with  full-on  New  World  vineyard  (beside  L'Ermita)  in  this  dark,  brooding  wine  80-year-old  Syrah  vines, 

richness.  (Wilson  Daniels)        the  rugged  mountains  of  with  at  least  another  Though  not  from  the  richest 

Priorat,  southwest  of  15  years  ahead  of  it.  of  years,  it  has  the  uncanny 

Barcelona.  A  Grenache-based  combination  of  elegance 

>D0MAINE  DES  blend  with  the  sophisticated  ^  CLOS  DE  LA  and  coiled  power  that  marks 

COMTES  L.AF0N  2004,       palate  feel  of  a  Grand  Cru  r  COULEE  DE  SERRANT  great  Hermitages  — not 

VOLNAY  ($65)  Bordeaux,  but  with  a  more  2004  ($85)  '  to  mention  a  penetrating 

Dominique  Lafon  lavished        zaftig  body  and  outside-the-  From  biodynamics'  snootful  of  allspice,  crushed 

special  attention  on  his  '04       lines  ripe  fruit  aromatics.  evangelist  #1,  Nicolas  Joly,  blackberry  and  black  pepper. 

Pinot  Noirs — the  lesser  red       (The  Rare  Wine  Company)  and  a  nearly  900-year-old  (Terlato  Wines  International) 
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on.  "I  looked  at  the  biodynamic  producers, 
they  listed:  Romanee-Conti,  Huet, 
Leflaive,  Zind-Humbrecht,  Morey.  I 
thought,  'Wait  a  second — those  are  all 
the  guys  I  buy!  Those  are  the  bottles  in 
my  wine  cellar!' I  figured  I  better  find  out 
what  was  going  on." 

Last  July,  Araujo  and  I  took  a  walk 
in  his  celebrated  Eisele  Vineyard  to  view 
Biodynamics  Exhibit  A:  a  trellised  rank 
of  Cabernet  Sauvignon  vines  so  perfectly 
uniform  they  looked  like  topiary,  with 
leaves  so  deep  green  they  almost  didn't 
look  real.  "I  could  have  described  this  to 
you  back  at  the  office,"  he  said,  "but  you 
have  to  see  it. The  vineyards  don't  lie." 

Since  committing  to  biodynamics  in 
2000,  Araujo  has  seen  some 
changes  around  the  place. 
Among  other  things,  the 
shoots  on  these  mature  vines 
now  seem  to  self-regulate 
their  growth  without  prun- 
ing, and  the  leaves  color  up 
to  that  radiant  green.  Heat  blasts  like  the 
one  in  2002 — and  the  scorcher  the  week 
before  my  visit — pass  by  with  little  effect. 
Steiner's  odd  potions  and  encouragement 
of  biodiversity  (here  including  chickens, 
owls,  bluebirds,  bees,  swaths  of  insect- 
attracting  plants)  have,  Araujo  says,  re- 
duced mites,  thrips  and  leafhoppers  to  an 
afterthought. 

Great,  but  what  about  the  wine?  There 
is  no  one  "biodynamic  taste"  or  other 
characteristic  that  Steiner-ized  wines 
share,  though  the  best  are,  as  we've  seen, 
natural  wines  that  should  reflect  balanced, 
low-yielding  vineyards.  Still,  Araujo's 
answer  was  a  surprise;  the  character  of 
the  vineyard  itself  has  completely  seized 
center  stage.  "Our  wines  haven't  changed 
character,"  he  explained.  "But  they  have 
started  showing  an  uncommon  consis- 
tency: 2001  to  2005,  all  very  different 
growing  conditions,  but  consistent  wines. 
Either  we  have  learned  something  incred- 
ibly new  about  winemaking  since  2000 — 
and  we  haven't — or  there  is  something 
to  this." 

What  that  "something"  is  remains  an 
open  question.  Most  Steiner-ites  bristle 
at  the  suggestion  that  biodynamics  in- 
volves superstition  or  a  retreat  into  some 
kind  of  fuzzy,  alternative  reality.  ("We 
won't  have  biodynamics  if  we  don't  work 


with  university  research,"  asserts  Chap- 
outier.)  But  lunar  calendars?  Horns  in  the 
vineyard? 

Maybe  Steiner  had  it  right  when  he 
said  that  "Many  things  afterwards  be- 
came mere  superstition  that  were  origi- 
nally knowledge." 

In  an  era  when  grapevines  are  tended 
by  chemical  sprays,  synthetic  fertilizers 
and  lumbering  farm  machinery,  a  dose 
of  elder-wisdom  can  be  bracing.  Was  it 
mere  nostalgia,  for  instance,  that  led  Jean 
Charles  Boisset  to  chuck  out  the  tractors 
at  Clos  de  la  Vougeraie  and  plow  his  vine- 
yards with  horses?  A  French  entrepreneur 
who  owns  the  biodynamically  farmed  Clos 
de  la  Vougeraie  in  Burgundy  and  DeLoach 


Vineyards  in  Sonoma,  Boisset  discovered 
that  "The  effect  of  a  two-  or  three-ton 
tractor  constantly  compacting  the  soil  was 
that  the  soil  couldn't  breathe  or  evolve. 
Our  earth  was  down  to  10  to  20  types  of 
organisms;  now  that  we  have  incorporated 
horse  plowing,  it  hosts  60." 

Maybe  planting,  pruning,  etc.,  accord- 
ing to  the  phases  of  the  moon  is  another 
one  of  those  old-time-knowledge  things. 
It  the  moon  can  shape  tides  in  the  ocean, 
the  reasoning  goes,  it  can  surely  exert  a 
mighty  tug  on  things  as  watery/sappy/ 
resin-y  as  plants.  This  is  not  a  revolution- 
ary brainstorm;  you  can  find  a  "Best  Days" 
moon  phase  calendar  in  Farmers  Almanac. 
And  it  is  universal. 

Says  Boisset,  "Back  in  my  little  village 
of  Vougeot,  the  traditional  gardeners  and 
vine-growers  have  always  followed  those 
[lunar]  principles  because  it  is  common 
sense  and  common  practice. Thev  think  it's 
crazy  not  to  take  solar  and  lunar  rhythms 
into  account." 

Similarly,  when  Araujo  broke  the  news 
to  his  Mexican  field  crew  that  he  would 
now  be  asking  them  to  work  according  to 
a  lunar  calendar,  "They  kind  of  shrugged, 
like,  'What  took  you  so  long  to  figure  that 
one  out?'" 

Of  course,  the  biodynamic  calendars 
like  the  one  prepared  by  Steiner  disciples 


Maria  and  Matthias  Thun  go  well  beyt 
the  influences  of  sun  and  moon.  In  S\ 
ember  2007  it  notes,  for  example,  j 
"Mercury  in  Virgin  will  encourage  | 
crops  to  grow  and  increase  their  suj 
content."  It's  another  one  of  those  > 
board-or-not  deals. 

As  for  the  buried  cow  horns,  once 
dig  them  up  and  empty  the  compost, 
results  are  very  real.  "You  can  look  until 
microscope,"  says  Chapoutier,  "and  si| 
huge  reproduction  of  bacteria."  Not  - 
that,  he  says,  but  "Biodynamic  dry  q 
post  contains  one  million  times  nj 
bacteria  per  cubic  centimeter  than 
ganic  composts."  Among  the  few  apj 
ently  rigorous  studies  to  compare  the 


systems  is  a  21-year  project  by  a  gj 
of  Swiss  researchers  completed  in  2< 
which  showed  that  biodynamic  plots 
indeed  have  greater  biodiversity  and  n 
bers  of  microbes  in  their  soils  than 
test  organic  plots.  Maybe  there  is  so 
thing  to  all  this. 

Or  not.  "Just  being  biodynamic  do 
mean  anything,"  cautions  importer  Ke: 
Lynch,  a  longtime  champion  of  nal 
wines.  "There  are  plenty  of  crummy 
dynamic  wines  out  there."  And  pi 
of  skeptics.  "I  would  be  surprised  i 
the  Steiner  preparations  and  sp 
contributed  at  all  to  the  health  of 
grapevines,"  says  UC  Davis'  Wal 
"What  [the  biodynamics  people]  do 
going  for  them  is  that  the  practice  invc 
intense  and  close  observation  of  t 
vineyards."  That  and  the  fact  that  the 
of  them  continue  to  produce  unique 
magnificent  wines. 

At  the  very  least,  it  is  hard  to  see 
biodynamics  does  any  harm,  and  it  se 
to  do  plenty  of  good.  "Look,  we're 
making  outrageous  claims,"  notes  fl 
Benziger.  "We  don't  say  that  drinking 
dynamic  wine  will  make  you  healt 
but  I  can  guarantee  that  it  makes  the  e 
ronment  healthier.  You  may  get  a  h 
over  from  the  wine,  but  the  vine 
won't."  And  who's  not  onboard  for  th 


"I  could  have  described  this 

to  you "  says  Araujo,  "but  you  ha 
to  see  it.  The  vineyards  don't  lie." 
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or  Stuart  Haygarth,  inspiration  comes  out  of  the 
trunk  of  a  car.  The  41-year-old  artist  often  scours 
car  boot  sales — Britain's  answer  to  yard  sales — in 
London's  Flamingo  Park  to  find  materials  for  his  projects. 
Other  people's  castoffs  may  seem  like  unlikely 
fodder  for  works  of  art,  but  Haygarth  is  an  expert 
in  giving  meaning  to  the  discarded  and  banal. 

In  2005  he  strode  onto  the  art  scene  with  his 
Tide  Chandelier  series,  assembled  from  objects 
that  washed  up  on  the  coastline  of  Kent:  messages  in 
bottles,  children's  toys,  sunglasses,  cigarette  lighters — 
lit  by  a  single  100-watt  incandescent  lightbulb.  Though 
Haygarth  normally  isn't  in  the  business  of  making  grand 
statements,  he  says,  "It  is  supposed  to  be  an  analogy  for 
the  moon  and  the  effects  of  the  tide.  But  it  was  amaz- 
ing. . .  .It  became  an  archive  of  what  we  produce  and  what 
we  throw  away." 

Another  outdoor  stroll,  this  time  early  on  New  Year's 
Day  2000,  gave  Haygarth  the  inspiration  for  Millennium 
Chandelier,  made  of  1,000  exploded  party  poppers. 
Each  one  is  suspended  on  an  individual  line.  The  result 
is  a  hypnotic  shape  that  sways  when  a  breeze  hits  it. 

Haygarth  spent  15  years  as  a  photogra- 
pher and  illustrator — working  mainly  in 
collage — before  making  what  he  thought 
was  a  natural  progression:  crafting  order 
out  of  the  overlooked. 

"I've  always  been  more  interested  in  the 
man-made  world  than  the  natural  one," 
he  says.  His  pieces  are  portraits  of  mass 
production  {Spectacle,  1,020  pairs  of  pre- 
scription glasses),  consumerism  {Disposable 
Chandelier,  416  plastic  wine  glasses) — even 
basic  human  folly.  Last  year,  the  British 
Airport  Authority  helped  Haygarth  with 
his  Sharps  Project,  a  collection  of  confis- 
cated items  taken  from  passengers  board- 
ing planes  at  Gatwick  Airport  over  a 
two-week  period.  Apparently,  there  are 
still  many  people  trying  to  fly  with  knitting 
needles,  scissors  and  pliers. 

While  Haygarth  is  considering  making 
a  version  of  his  Tide  Chandelier  using  only 
clear  plastics,  he's  currendy  starting  a  new 
pile  of  found  items  in  his  London  studio. 
Looking  to  get  rid  of  any  ceramic  animal 
figurines?  Haygarth  would  like  to  make  a 
sculpture  out  of  them.  • 

Prices  range  from  about  $3,000  to  about 
$13,200.  www.stuarthaygarth.com. 


Lost 


And 


Found 

Sculptor  Stuart  Haygar 
finds  beauty  in  society's 

everyday  castoffs. 
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is  a  dedication  to  the  art  of  fine  shirt  making, 
<e  anything  you  have  ever  worn  before.  Hand 
ted  exclusively  in  the  USA,  this  luxurious  collection 
niquely  detailed  with  Australian  Mother  of  Pearl 
Dns  and  genuine  West  Indian  Sea  Island"  cotton  - 
smarkable  fabric  with  the  strength  of  silk  and  the 
less  of  cashmere. 


//// 


Passions  by  Thomas  Jackson 


n  Bobby  Haas'  upcoming  book  of  aerial  photo- 
graphs, there's  an  image  of  two  macaws  flying  wing 
to  wing  over  dense  foliage  in  Brazil's  southern 

tanal.  As  pictures  go,  this  one's  soothingly  pretty,  not 

for  the  way  the  blues,  reds  and  yellows  of  the  birds' 

hers  contrast  with  the  lush  greens  of  the  trees,  but 
for  the  sense  of  Edenic  serenity  it  conveys.  In 

/iewer's  imagination,  the  birds  seem 

py  and  free,  peacefully  traversing  an 

soiled,  bountiful  paradise. 

Jut  sometimes  pictures  don't  tell  the 

ile  story. 

Vt  the  moment  the  shot  was  taken,  those  two  birds 
;  flapping  for  their  dear  lives  attempting  to  escape 
~i  a  Eurocopter,  engines  roaring,  piloted  by  a  Brazilian 
logger  named  Ronaldo.  Haas  was  strapped  into  the 
tseat  with  the  door  thrown  open,  his  lens  poking 

the  void.  This  reporter  was  seated  just  opposite, 
tically  hanging  from  his  safety  harness  and  wishing 

gone  easier  on  the  breakfast  buffet.  "Go  right  at 
n,"  Haas  yelled  over  the  radio.  "Now  stay  with  em!" 


Airman  of 
The  Board 


Hav 


ied 

iaas  has 
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And  when  the  birds  took  refuge  in  a  tree: 
"Flush  em  out,  RonaldofThis  went  on 
for  five  more  harrowing  minutes,  the  heli- 
copter diving,  yawing  and  rolling,  mostly 
flving  sideways  at  a  45-degree  angle  to  af- 
ford Haas  the  clearest  view  of  the  action. 
Finally  satisfied,  he  yelled,  "Get  back, 
Loretta!"  grinned  widely  and  said,  "Okay, 
let's  let'em  rest."The  macaws  alighted  on 
a  sheltered  branch,  tired  but  apparently 
none  the  worse  for  wear,  and  we  drifted 
off  in  search  of  the  next  victim. 

Through  the  Eyes  of  the  Condor,  slated 
for  release  this  month,  will  be  Haas'  sec- 
ond collection  of  aerial  photography  pub- 
lished with  National  Geographic.  The 
first,  an  airborne  tour  of  Africa  entitled 
Through  the  Eyes  of  the  Gods,  has  sold 
about  115,000  copies  and  been  translated 
into  17  languages.  Now  he's  applying  the 
same  formula  to  Latin  America,  visiting 
14  countries  over  a  two-year  period,  log- 
ging hundreds  of  flight  hours  in  heli- 
copters and  small  planes  over  jungles. 


mountain  ranges,  river  systems,  flood 
plains  and  coral  reefs.  But  as  demanding 
as  that  may  sound,  he's  not  about  to  quit 
his  day  job.  In  addition  to  being  Bobbv 
Haas  the  free-wheeling  photographer,  he 
is  also  Robert  B.  Haas  the  straightlaced. 


bottom-line-obsessed  investor,  chairman 
of  a  Dallas-based  leveraged  buyout  and 
equity  investment  firm. 

Haas  came  late  to  photography. 
Originally  from  the  suburbs  of 
Cleveland,  he  earned  a  B.A.  in 
.  Psychology  at  Yale  then  a  law 
degree  at  Harvard.  He  practiced  for  a 
tew  vears  before  going  into  investing,  and 
by  1983  had  his  own  firm  with  partner 
Thomas  Hicks.  Together  they  executed  a 
string  of  large-scale  leveraged  buyouts, 
most  notably  of  Dr.  Pepper  and  7UP, 
which  thev  merged  into  one  company 
and  sold  as  a  package  in  1995.  In  1992  he 
founded  his  current  firm,  Haas  Wheat  & 
Partners,  which  focuses  on  equity-based 
investments  in  companies  valued  in  the 
"SI 00  million  to  SI  billion" range. 

He  might  have  continued  uninter- 
rupted along  this  path  had  it  not  been  for 
a  trip  to  Africa  with  his  wife,  Candice, 
in  1994.  Before  departing,  he  bought  his 


P  " 


very  first  camera,  a  Canon  Rebel  SLR.  On 
safari  in  Kenya  he  started  snapping  awav, 
and  he  hasn't  stopped  since.  Soon  he  was 
returning  to  Africa  twice,  then  three  times 
a  year.  Bv  the  end  of  the  decade,  the  man 
who  never  even  took  an  art  class  in  college 


had  become  a  dedicated  wildlife  phot 
grapher.  He  self-published  his  first  fi 
books,  including  Ten  Days  on  the  Chobe, 
account  in  pictures  and  words  of  his  exp 
riences  while  stranded  in  Namibia  imni 
diately  after  September  11,  2001.  In  t 
same  year  he  produced  a  children's  bo 
called  African  Critters,  25,000  copies 
which  he  donated  to  public  schools 
New  York  City  and  Texas;  another  25,0 
were  distributed  to  schools  in  Namib 
South  Africa  and  elsewhere  through  Jaj 
Goodall's  Roots  &  Shoots  foundation. 

"It's  nice  to  reinvent  yourself  in  ycl 
50s,"  he  says. 

Haas  isn't  the  only  artist 
there  doing  aerial  work, 
most  prominent  counterp 
is  Frenchman  Yann  Arthi) 
Bertrand,  whose  book  Earth  From  Abi 
took  coffee  tables  by  storm  in  193 
Arthus-Bertrand  has  a  particular  knai 
for  finding  familiar  shapes  and  pattei 
within  landscape^ — a  gia 
heart-shaped  clearing 
the  middle  of  a  mangrd 
swamp,  tor  example — plz 
fully  adding  a  layer 
meaning  to  an  otherw 
beautiful  scene.  Haas  d 
pands  on  that  approac 
In  his  photos  we  ^ee  ^lac 
ice  floes  in  the  Peruvi 
Andes  that  form  the  shaj 
of  a  kevhole.  or  seawe« 
water  and  sand  along  I 
coast  of  northern  Bral 
that  look  like  a  breachi 
humpback.  Over  a  lagd 
in  the  Yucatan,  he  too! 
awe-inspiring  shot 
flock  of  wading  flamingi 
that,  observed  as  a  whai 
form  the  shape  of — ves- 
flamingo.  "There's  a 
technical  phrase  ca 
'blind  luck,'"  says  H 
"Once  in  a  while,  you 
have  raw,  blind  luck. 
Most  of  the  time,  however,  it's  a  mi 
ter  of  endurance,  patience  and  lots 
aviation  fuel.  Here  in  the  Pantanal,  t 
local  inhabitants  are  somewhat  appt 
hensive  about  our  presence.  That  is,  t| 
tend  to  run  like  hell  the  moment  f 


Not  just  another 
day  at  the  office. 
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EXPLORE  NEW  YORK'S 
PARKS  WITH  A 
CUSTOMISED  PICNIC 
BASKET. 

NATURALLY,  IT 
INCLUDES  A  BIG  APPLE. 

Going  to  New  York?  Stay  at  Intercontinental  and  our  concierge 
can  arrange  a  special  picnic  in  one  of  Manhattan's  picturesque 
parks.  It's  one  of  the  'Insider  Experiences'  that  ensure  our 
guests  always  get  the  chance  to  enjoy  the  authentic  and  the 
unexpected  at  all  our  destinations. 

Do  you  live  an  Intercontinental  life? 

For  more  details  or  to  make 
a  reservation,  please 
call  1  800  424  6835  or  visit 
intercontinental.com/experiences 


* 

INTERCONTINENTAL 


sper  onto  the  scene.  Caimans  and 
haras  dive  for  the  water,  jabiru  storks 

to  the  air  and  mule  deer  dart  for  the 
grasses.  At  one  point  Haas  attempts 
hotograph  a  group  of  farmers  work- 
a  field  of  silvery  blue  cabbages.  It's 
lendidly  bucolic  scene,  but  for  the 
that  they've  all  stopped  what  they're 
ig  to  gawk  at  the  big  blue  helicopter 
head,  probably  wondering  if  they're 
ime  kind  of  trouble  with  the  law.  And 
:  goes.  Ultimately,  Haas  will  shoot 

of  thousands  of  frames  to  get  the 
keepers  that  make  the  book,  a  ratio 
turn  he'd  be  unlikely  to  accept  in  the 
stment  business. 

laas's  support  team,  Buenos  Aires- 
d  travel  company  Blue  Parallel, 
Id  draw  up  a  plan  to  invade  France — 
a  good  one  at  that — if  he  asked  them 
rhey  bird-dog  every  facet  of  his  ex- 
tions,  which  includes  booking  the 
:opters  and  airplanes,  hiring  the  pi- 
and  helping  to  compile  a  database  of 
:xact  location  of  every  single  shot  he 
s.  Such  planning  would  be  a  breeze 
aas  were  photographing,  say,  Ohio 
l  the  air,  but  instead  it's  the  rugged, 
ly  populated  backwaters  of  south- 
Argentina,  Bolivia  and  Paraguay.  In 
ary  he  went  to  Colombia,  a  country 
;r  known  for  its  heavily  armed  in- 
ent  groups  than  its  stunning  natural 
iry.  Blue  Parallel's  delicate  task,  at 
:h  they  succeeded  brilliantly,  was  to 
truct  an  itinerary  that  went  heavy 
he  scenery  and  light  on  the  heat- 
ing missiles. 

typical  day  in  the  field  starts 
%      at  4  a.m.,  in  the  peaceful  quiet 

of  his  hotel  room  (or  lodge,  or 
JL>  wherever  he  may  be),  where 
s  will  work  on  investment-related 
ness  through  the  sunrise.  "Those  four 
/e  hours  are  worth  eight  to  nine  hours 
terruption  time  at  the  office,"  he  says, 
n  he'll  head  out  for  anywhere  from 
12  hours  of  shooting,  depending  on 
veather.  After  dinner,  he'll  catalog  the 
s  taken  that  day,  frame  by  frame, 
its  out  at  12  or  1  a.m.  Repeat, 
dl  told,  he  puts  in  about  90  hours  a 
c,  45  on  the  investment  work,  45  on 
rography.  "I  like  thejekyll  and  Hyde 
ct,"says  Haas. 


To  a  degree,  the  investor  and  the  pho- 
tographer— both  tireless  perfectionists — 
are  the  same  person.  Their  worldviews, 
however,  are  divergent  by  design.  "The 
financial  side  of  my  career  has  been  very 


Which  begs  the  question,  how  does 
Bobby  Haas  the  photographer  keep 
Robert  Haas  the  investment  guy  from 
meddling  in  his  artistic  affairs?  By  remov- 
ing money  from  the  equation.  Every  cent 


In  January  he  went  to  Colombia, 

a  country  better  known  for  its 
heavily  armed  insurgent  groups 
than  its  stunning  natural  beauty 


rewarding  in  every  sense  of  the  word,"  says 
Haas.  But  when  it  comes  to  photography: 
"I  don't  want  to  get  that  guy  involved. 

"If  you're  in  a  field  like  equity  purchas- 
ing, you  tend  to  measure  so  much  of  your 
life  in  quantitative  terms.  How  much? 
How  many  deals  have  you  done?  What 
was  your  rate  of  return?  And  then  you 
justify  the  extreme  time  you  pour  into  it 
based  on  what  you  can  take  out.  There's 
nothing  wrong  with  that,  but  if  that's  the 
only  way  I  ever  functioned,  I  would  be 
a  lot  less  fulfilled  than  I  feel  today." 


he  makes  from  his  National  Geographic 
endeavors  he  funnels  back  to  the  Society, 
which  disperses  it  to  a  network  of  non- 
profit conservation,  research  and  edu- 
cation groups. 

"I  expect  to  not  break  even  in  any  sense 
of  the  word,"  he  says.  "But  it's  a  passion 
that's  made  my  life  much  richer."* 


Through  the  Eyes  of  the  Condor  will  be 
published  in  September  and  excerpted  in 
the  October  issue  ©/"National  Geographic 
magazine. 
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Electronics  by  Thomas  Jackson 


Of  all  the  black  boxes  you 
could  place  beneath  your 
television — DVD  player, 
cable  box,  PlayStation — this  new- 
comer, called  Vudu,  wins  hands  down 
in  the  "instant  gratification"  category. 
Give  it  a  credit  card  number  and  a 
fast  Internet  connection,  and  it  will 
deliver,  for  rent  or  purchase,  any  of 
5,000  movies  direct  to  your  screen 
There's  no  wait  for  the  content  to  download,  no  "re- 
buffering  streams"  or  any  other  hindrances  to  your  im- 
mediate audiovisual  enjovment.  And  we're  not  talking 
YouTube  qualitv,  either.  The  films  flow  in  at  the 
resolution  of  a  standard  DVT),  then  are  enhanced  to 
near-HD  quality. 

Vudu  is  surprising  for  a  couple  of  reasons.  One  is  the 
breadth  and  qualitv  of  the  content  it  offers.  It  couldn't  have 
been  easy  to  convince  every  major  Hollvwood  studio,  as 
well  as  15  independent  and  international  distributors,  to  sell 
their  precious  moxies  over  the  piracv-plagued  Internet.  To 
do  so,  Vudu  had  to  make  the  box  an  impregnable,  unhack- 
able  vault.  And  according  to  Patrick  Cosson,  one  of  the 
company's  VPs,  vou'd  need  a  S20-million  microscope  and 
a  lot  of  tree  time  to  break  the  code.  The  second  is  the  inge- 
nuity of  its  design.  In  essence,  Vudu  anticipates  what  you 
will  watch.  When  not  playing  a  mo\ie,  each  box  is  hard  at 
work,  seeding  its  250-gigabvte  hard  drive  with  bits  and 
bites  of  the  network's  newest  and  most  popular  films.  If  vou 
hit  "play"  on  one  of  them,  Vudu  alreadv  has  the  opening  reel 
on  hand.  And  then  the  real  fun  starts.  Instead  of  download- 
ing the  rest  from  a  central  server  somewhere,  as  iTunes 
would,  Vudu  reaches  out  to  all  the  other  Vudu  boxes  around 
the  country,  each  holding  small  pieces  of  the  whole  that's 
assembled  on  your  screen.  As  long  as  your  Internet  connec- 
tion holds  out,  this  "distributed  network"  should  pull  in 
mo\ies  with  nan'  a  hiccup  or  belch. 

Vudu's  catalog  doesn't  come  close  to  the  80,000  titles 
offered  by  Netflix,  but  the  on-the-spot  indulgence  it  pro- 
vides makes  mail-order  D\T)s  look  quaint.  Meanwhile, 
Vudu  blows  away  the  smattering  of  flicks  available  on 
most  cable  on-demand  services.  It's  enough  to  make 
those  other  black  boxes  fear  for  their  jobs.  • 


Vudu:  not  just 
another  black  box 


Vudu 

.  You 
Love 


Finally,  all  the  movies 
you  want  to  see,  ready  for 

download  this  instan 
And  its  not  even  illegal. 


SJ99.  Vudu  charges  between  99  cents  and  $4. 99 for  rentals, 
S4. 99  to  SI  9. 99 for  purchases,  -yuyw.vudu.com 
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PERSONAL  PILOT  INCLUDED 

GENIUS. 


The  worfd's  most  desired  personal  aircraft  with  a  feature  not  available  from 
any  other  aircraft  manufacturer  -  a  personal  pilot.  CIRRUS  ACCESS  "  puts  a 
Cirrus-trained  professional  pilot  at  your  side  teaching  you  how  to  fly,  piloting 
your  Cirrus  when  you'd  rather  be  a  passenger,  and  handling  all  the  details  of 
managing  your  airplane.  Immediately  enjoy  the  freedom,  fun,  and  exhilaration 
of  personal  aviation  with  CIRRUS  ACCESS. 


m 

CIRRUS 

A  J 

PLANE  GENIUS' 


call  for  a  demo  flight  |  800.701.5359  |  visitcirrusdesign.com 

.  •  ■-, 

£.2007  CIRRUS  DESIGN  CORPORATION.  ALL  RIGHTS  RESERVED.  ' 


Become  a  Member  of  the 

Forbes 

CEO network 

Join  an  exclusive  group  of  senior  executives  from  around  the  globe  who  have 
restricted  access  to  unique  content,  discussion  boards,  chats  and  polls. 


Sponsored  by\ 


E-mail  ceoinvite@forbes.net  to  request  an  invitation  or 
visit  www.forbes.com/ceonetwork  for  more  information. 


The  Forbes.coin  CEO  Network  is  open  only  to  senior  corporate  executives.  Please  e-mail  ceoinvite@forbes.net  to  request  an  invitation, 
lb  become  a  member,  you  will  be  required  to  provide  proof  of  your  status  as  a  senior  corporate  executive. 
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Sport  by  John  Sedgwick 


ome  years  ago,  a  group  of  mountaineers  made 
|  the  mistake  of  telling  David  Gordon  Wilson  that 

he  could  not  possibly  complete  the  strenuous  trek 
f  were  planning  in  the  White  Mountains  of  New 
npshire.  After  all,  he  was  near  60.  Hed  never  make  it. 
rhe  English-born  Wilson  is  in  about  the  same  shape 
ly  at  79  as  he  was  then,  which  is  to  say  as  tough  as  a 
1  chain.  And  with  good  reason.  For  years  Wilson  has 
n  known  as  the  Father  of  the  Recumbent  Bicycle, 
he  was  once  the  president  of  the  International 
"nan  Powered  Vehicle  Association.  As  a  professor 
nechanical  engineering  at  MIT,  he  codesigned 
recumbent  Avatar-2000  that  captured  the  world 
lan-powered  speed  record  in  1982.  He  still  rides  a 
imbent  five  and  a  half  miles  every  day  from  his  home 
Vinchester  to  an  office  in  Woburn,  Massachusetts. 


Laid-Back 

Recumbent  riders  know 

the  pleasures  of  low-slung, 
high-speed  cycling. 
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Unless  there's  a  snowstorm,  in  which  case 
he  switches  to  an  upright. 

"The  first  time  I  got  on  a  recumbent,  my 
whole  body  felt  so  relaxed  that  I  started 
singing,"  says  Wilson.  "Now  is  the  month 
of  May,"  he  croons,  offering  a  sample  of 
what  his  wife  terms  "the  greatest  hits  of  the 
16th  century." 

It's  probably  safe  to  say  that  one  is  either 
a  recumbent  person  or  not.  The  bikes  may 
be  goony-looking  to  most  of  us,  but  to  a 
fierce  fraternity  of  adherents  there's  plenty 
to  appreciate  about  the  laid-back  ride. 

For  one  thing,  the  recumbent  is  the 
fastest  human-powered  vehicle  in  exis- 
tence and  will  blow  the  pinstripes  off 
even  a  racing  upright.  On  pan-flat  High- 
way 305  in  Battle  Mountain,  Nevada,  a  re- 
cumbent rider  hit  81  miles  per  hour.  By 
contrast,  the  speed  record  for  a  standard 
upright  bike  is  51  miles  per  hour. 


The  difference  isn't  so  much  the  rider's 
pedal  power  as  aerodynamics.  According 
to  Eric  Perlman,  writing  in  Newton  at  the 
Bat:  The  Science  of  Sports  (Scribner),  at  ten 
miles  per  hour  an  upright  cyclist  uses  one 
third  of  his  energy  pushing  air  out  of 
the  way;  at  30  miles  per  hour  and  over,  90 
percent  of  a  rider's  effort  is  devoted  just  to 
overcoming  wind  resistance. 

The  low-slung  recumbent,  however, 
dramatically  reduces  that  aerodynamic 
nuisance.  When  encased  inside  a  "fair- 
ing," or  lightweight  shell,  which  redirects 
the  flow  of  air  around  the  bike,  the  effects 
are  even  more  pronounced.  So  much  so 
that  recumbents  are  banned  from  the 
Tour  de  France. 

But  not  from  other  contests,  such  as 
long-distance  Ultra  Marathon  cycling 
races.  There  they  dominate.  At  this  year's 
24-hour  race  in  Sebring,  Florida,  John 


Schlitter,  an  unfaired  recumbent  racer 
part  owner  of  Bacchetta  Recumbent  Bii 
won  by  traveling  479.5  miles  in  the  al| 
ted  time.  The  fastest  upright  rider  trat 
him  by  12  miles. 

Recumbent  die-hards  of  the  nonrao 
variety  stress  the  bike's  comfort  facte* 
half  Ferrari,  half  chaise  longue.The  si 
from  an  upright's  narrow,  perchlike 
to  a  long  recliner  eliminates  pain  oni 
bottom  and  strain  on  the  hands,  arms 
shoulders.  The  recumbent  rider  isn't  an 
ally  able  to  put  any  more  power  into 
pedals  than  an  upright  rider,  but  he  ft 
better  for  longer  periods,  increasing 
endurance  by  making  the  ride  more  enj 
able.  "You  don't  have  all  of  these  oil 
muscles  holding  you  up,"  says  Wilson. 

So  with  all  of  these  fine  attribi 
going  for  it,  why  don't  recumbents 
more  respect?  Overall  sales  come  to  0 
about  half  of  one  percent  of  all  bi 
sold  in  the  U.S. 

"The  conspiracy  theorists  say  it's  j 
cause  they  were  banned  from  racing 
1934,  so  people  don't  see  them  bene 
pro  riders,"  says  Brvan  Ball,  who  becan 
convert  at  24,  mainlv  because  he  foi 
racing  along  low  to  the  ground  at  hig 
speeds  on  a  recumbent  more  fun  than 
right  riding.  Ball  now  runs  a  website  v 
news  and  reviews  of  all  things  recumb 
(www.bentrideronline.com)  that  rece: 
20,000  to  30,000  visitors  a  month. 

"Plus  there's  the  geek  factor,"  he  si 
"Some  recumbents  are  beautiful,  but  it's 
the  same  thing  all  vour  buddies  are  ridii 

Peter  Stull,  owner  of  the  Bicycle  JV 
in  Alfred  Station,  NY,  agrees  there's 
image  problem.  Though  he  is  one  of 
country's  most  evangelical  sellers  of 
cumbent  bikes,  he  readily  admits  that  t 
"tend  to  attract  fat  guys  who  want  to 
back  into  shape,"  he  says. 

Perhaps  those  New  Hampshire-boi 
mountaineers,  too,  believed  that  Da 
Gordon  Wilson  was  a  mere  faddist  yt 
ago  when  the\  blackballed  him  from  tl 
White  Mountains  hike.  Wilson  thou 
otherwise,  and  that  day  bicycled  his  r 
chine  from  his  home  in  Cambridge  all 
way  to  the  trailhead  at  Pinkham  Note! 
a  journey  of  about  160  miles.  He  cc 
pleted  it  in  a  single  dav.  "I  arrived  at  5:1 
he  says.  "Just  in  time  for  supper."  He 
deemed  fit  enough  to  hike.  • 


Test-Drive 

Eager  to  ride  a  recumbent  bike,  I  took  delivery  of  the  Wisconsin-based 
manufacturer  Volae's  2007  Century,  a  $2,175,  lightweight,  candy-red 
steel-frame  model.  Early  results  were  mixed.  The  pedals  are  positioned 
fairly  high  above  a  small  front  wheel,  making  the  whole  contraption  hard  to 
control,  a  fact  not  improved  by  the  placement  of  the  handlebars  at  thigh-height,  where 
they  sometimes  hit  the  knees.  I  eventually  got  the  hang  of  it  enough  to  go  for  a  quite 
pleasant  tour  of  a  nearby  park,  where  I  enjoyed  bemused  looks  from  pedestrians.  The 
bike's  frame  had  been  specially  fitted  to  my  own,  and  the  result  was  a  wonderfully  snug 
cycling  machine.  I  could  imagine  being  able  to  fly  aboard  it  someday.  Indeed,  after 
another  spin,  and  then  another,  my  learning  curve  had  steepened,  I  was  steady  and  soon 
found  myself  humming  along  at  a  pretty  gof  d  clip,  www.volaerecumbents.com  — JS 
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Sometimes  the  best  place  for  an  invest* 
is  the  middle  of  the  road.  , 


» 


The  middle  of  the  road  is  usually  a  dangerous  place.  It's  for  people  who  can't  make  decisions.  So  they  straddle  th 
line  because  they  don't  know  which  way  to  turn.  The  world  of  investing  is  the  exact  opposite.  Here,  the  middle  grout 
_  —  w^%f   is  a  P^ce  between  Large  and  Small  Caps.  A  balance  between  risk  and  reward.  That's  why  there] 
IV* U  ■      the  MidCap  SPDR    It's  an  ETF  which  gathers  together  the  precise  middle  of  the  market.  And  lets  y 


buy,  hold  and  sell  it  just  like  a  stock.  Interested?  Then  stop  hopping  around  and  visit  midcapspdr.com.  Find  out  wi 
so  many  investors  have  become  middlemen. 


State  Street  Global  Adytsi 


Precise  in  a  world  that  isn 


Before  investing,  carefully  consider  the  funds'  investment  objectivt 
*  STAT  F  VTT?  PPT        ^    risks'  charges  and  expenses.  To  obtain  a  prospectus,  which  contains  tl 
8B9B  <J^r\Li^  .JllVLLl*      ft&l&S  an(j  other  important  information,  call  1.866.787.2257.  Read  it  careful 
ETFs  trade  like  stocks,  are  subject  to  investment  risk,  including  short  selling  and  margin  account  maintenance,  and  will  fluctuate  in  market  val 

The  "SPDR."  S&P  MidCap  40CF  and  MidCap  SPDR" '  are  trademarks  of  The  McGraw-Hill  Companies,  Inc.  ("McGraw-Hill")  and  are  used  under  license  from  McGraw-Hill.  No  final 
product  offered  by  State  Street  Global  Advisors,  a  division  of  State  Street  Bank  and  Trust  Company,  or  its  affiliates  is  sponsored,  endorsed,  sold  or  promoted  by  McGraw-j 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 


Wheels  by  Bill  Baker 


lcreasingly,  Audi  is  becoming  known  for  its  design 
nnovations.  For  some  time  now,  the  best  interiors  in 
:he  industry  have  come  from  the  Ingolstadt-  and 
J.S.-based  Audi  studios.  Case  in  point: The  folding 
op  on  the  new  Audi  TT  roadster  performs  a  12-sec- 
nechanical  origami  ballet  that  finishes  with  the  last 
forming  its  own  cover.  The  contours  of  the  body 
Is  on  both  the  convertible  and  coupe  version  reflect 
in  a  way  that  enhances  the  shape  in  the  eye  of  the 
Ider.  The  daring,  contrasting  hues  and  textures  used 
:  interiors  look  as  if  they  might  have  leapt  out  of  the 
>ne  color  book. 

he  little  2008  TT  offers  two  en- 
aptions:  a  200  hp,  turbocharged, 
ter  four-cylinder,  and  an  optional 
hp,  3.2-liter  DOHC  V6.  The 
lard  225/50  x  17  wheel/tire  combination  and  gas- 
;ed  shocks  may  not  be  quite  as  sporty  as  the  optional 
>r  19-inch  wheels,  but  the  ride  will  be  much  more 
ible  on  rough  road  surfaces. 

Te  recently  drove  U.S.  1  from  Carmel  to  Morro  Bay, 
ornia,  reveling  in  the  precise  handling  provided  by 
haattro  all-wheel-drive.  We  found  ourselves  tapping 
ownshift  transmission  paddle  for  every  corner  just 
ar  the  engine  automatically  rev  itself  to  match  the 
'  gear  ratios. 

he  base  price  for  the  2.0  TT  Roadster  is  $36,800 
the  standard  six-speed  "S-Tronic"  transmission. 
i.  audi.  com. 


Done  to  a  TT 


Audi's  newest  roadster 

is  a  design-lovers  dream 
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Concours 
D'  Elegance 

IF  YOU  STEP  OFF  YOUR  MOTORCYCLE  AFTER  A  LONG  RIDE 
as  if  you've  just  flown  to  Hong  Kong  in  the  middle  seat  of  a  Russian  airliner, 
your  salvation  may  be  the  new  Kawasaki  Concours  14,  a  sport  tourer  with  lots 
of  power,  sleek  styling  and  an  upright  riding  position.  The  14,  a  successor  to  the 
20-year-old  original  Concours,  comes  with  a  monocoque  chassis,  multiad- 
justable  suspension  and  huge  disc  brakes.  The  power  plant  is  a  1.4-liter,  four- 
cylinder  156  hp  liquid-cooled  engine  linked  to  a  six-speed  transmission  and 
shaft  drive.  The  saddlebag  strakes  are  reminiscent  of  the  Ferrari  Mondial. 
$12,900  without  ABS;  with  ABS,  $13,800.  www.kawasaki.com. 
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CAR  TREK:  THE 
NEXT  GENERATION 

One  can  only  wonder  what  Ferdin 
Magellan  would  make  of  the  tiny 
device  that  bears  his  name  and  c, 
tell  its  user  where  any  Burger  King  in  N 
America  is  located.  We  wonder  what  he 
would  make  of  Burger  King,  for  that  mat 

The  new  Magellan  Maestro  4040 
portable  navigation  system  has  a  4.3-inc 
full-color  touch  screen  and  text-to-voice 
direction  announcements.  It  is  Bluetoo 
enabled  with  a  hands-free  speakerphone 
function.  The  antenna  is  built-in, 

  making  the  unit  easily  transportab 

Its  battery  is  good  for  three 
hours,  and  the  8.5-ounce  Maestr 
is  preloaded  with  AAA  Tour  Book. 
Roadside  Assistance  and 
membership  discount  listings,  as 
well  as  4.5  million  points  of  inter 
The  future  of  built-in  navigatic 
systems  that  can  add  as  much  as 
$2,000  to  the  cost  of  a  new  car  r 
to  be  in  doubt  unless  manufacti 
can  bring  the  price  down  to 
compete  with  the  ease  of  use  and 
transportability  of  the  new  portal 
units.  $500.  www.magellangps.com 
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by  Bernadette  Bernon 


\n  exceptional 
)oat  for  exceptional 
)eople:  the 
Maltese  Falcon 


a-Charter 


om  Perkins' famous  289-foot  Maltese  Fa/con  is 
one  of  the  largest  sailing  yachts  in  the  world, 
boasting  a  freestanding  three-masted  carbon- 
clipper  rig,  15  square  sails  stowed  inside  the  masts, 
inches,  a  soaring  atrium  and  a  sumptuous  contem- 
ry  interior.  Perkins,  the  iconic  venture  capitalist, 
tdorned  his  boat  with  a  gallery  of  paintings  and 
itures  from  his  personal  collection.  She  sails  at 
lots,  and  is  now  available  for  charter — bookings  are 
through  January  2009.  Twelve  guests  can  be  accom- 
ited  in  six  staterooms.  About  $500,000  per  week. 
liNavi  USA,  (401)  683-5600,  www.perininavi.it. 
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Onlu  Ctjeryreen  jSatiref  Gan  7)e//ber 

In  an  age  when  any  hotel  can  claim  5-star  facilities,  it's  the  people  that  make  the  difference.  And  rt's  our  staff 
that  makes  our  stars  shine  brightly,  at  prime  locations  in  major  cities  worldwide.  For  business  or  leisure,  you 
deserve  the  Laurel  touch. 


Evergreen  l  aurel  llolcl  (Keelung,  laiuan) 

Tcl:886  (0)2  2427  9988      Fax:886  (0)2  2422  8642 
E-mail:clhklg(«<cvcrgrecn-hotcls.com 

Evergreen  Laurel  Hotel  (Taipei,  Taiwan) 

Tcl:886  (0)2  2501  9988      Fax:886  (0)2  2S01  9966 
R-mail:elhtpc('«jcvcrgrccn-holcls.com 

Evergreen  Laurel  Hotel  (Tafchung,  ratwao) 

Tcl:886  (0)4  2313  9988      Fax:886  (0)4  2313  8642 
h-mail  :clhitgf«  cvcrgrccn-hoCcls.com 

Evergreen  Pla/a  Hotel  ( Tainan,  Taiwan) 

Tel:886  (0)6  289  9988      Fax:886  (0)6  289  6699 
E-mail  ;ccod(alsc  evergreen,  com.  tw 

I  \  eryreen  l  aurel  Hotel  (Bangkok) 

Tcl:66  (0)2  266  9988      Fax:66  (0)2  266  7222 
h-injil  clhbkk  a  cvcrgrccn-hoick  torn 

Evergreen  Eaurel  Hotel  (Penang) 

Tcl:60  (0)4  226  9988      Fax:60  (0)4  226  9989 
E-mail:clhpcn'«  cvergrccn-hotcls.com 

Evergreen  Eaurel  Hotel  (Paris) 

Tel:33  (0)1  47  58  88  99      Fax:33  (0)1  47  58  88  88 
E-mail  :clhpar<<<  cvcrgrecn-holels.com 

4     Evergreen  Marinoa  Hotel  (I  ukuoka) 

Tel:81  (0)92  895  5511      Fax:81  (0)92  895  5522 
E-maiLholelCa'evergreenmahnoa.com 

Evergreen  Transit  Hotel 
(Taiwan  Tao\uan  Int'l  Airport) 

TeL886  (0)3  383  4510      1  ax: 886  (0)3  383  4610 
F-mail  clh.l2^  c\crurccTi-hoicls  com 


EVERGREEN  INTERNATIONAL  HOTELS 

Global  Reservations  /  TEL:  886  (0)2  2504  8800  / 
E-MAIL,  reservatiomefevergreen-hotelscom 
Regmal  Sales  Office  -  Singapore  /  TEL:  65  6225  5318  / 
E-MAIL:  eicsin@smgnet  com.sg 
www.evergreen-hotels.com 


Kid  Overboard 


THE  AQUA  KIDS  TELEVISION  PROGRAM  HOPES  TO  INSPIRE  A  LIFELONG 
interest  in  the  aquatic  world  among  young  viewers.  Each  episode  stars  a  group  of  children 
and  young  adults  in  exciting  marine  environments  such  as  snorkeling  with  dolphins  in  the 
Bahamas,  and  learning  about  coral  and  fish  habitats.  Aqua  Kids  teaches  conservation  and 
good  stewardship,  has  won  two  Emmy  Awards  and  two  Telly  Awards  for  children's  pro- 
gramming, and  is  shown  on  more  than  600  stations  nationwide  (including,  as  of  September, 
\VNBC  New  York).  Check  www.aquakids.tv  or  www.captainkids.orgfor  a  schedule  of  airtimes. 


CAN  YOU 
SEE  ME  NOW? 

The  new  waterproof 
Commander  XP  7X50  marine 
binocular  has  the  high- 
quality  optics  you'd  expect 
from  Germany-based  Steiner, 
plus  hydrophobic  outer 
lenses.  Simply  rinse 
off  dirt  and  debris  with 
fresh  water,  then  hand-shake 
dry.  The  rugged  37-ounce 
Commander  offers  the 
highest  light  transmission 
and  color  fidelity  available 
for  night  or  daylight  use. 
Once  it's  focused  for 
the  user's  eyes,  all  objects 
remain  sharp  from 
approximately  20  yards 
to  as  far  as  the  eye  can  see. 
The  Commander  carries 
a  30-year  warranty  and  is 
available  with  or  without 
built-in  magnetic  compass. 
$879  to  $1,049. 
www.steiner-binoculars.  com. 


I 


TIME  |  MODULAR  SOFAS  DESIGNED  BY  PATRICIA  URQUIOLA  [  WWW.BEBITALIA.COM 


Left:  Wool  jacket,  $2,775, 
cashmere-and-wool  sweater, 
$2,100,  cotton  shirt,  $335, 
wool  pants,  $570,  and  shoes, 
$1,100,  by  Hermes.  Socks  by 
Pantherella.  $45.  Right:  Cotton 
moleskin  coat,  $1,695,  wool 
sweater,  $2,345,  and  flannel 
pants,  $545,  by  Gucci.  Shoes 
by  Johnston  &  Murphy. 
$350.  Opposite:  Wool  suit  by 
Canali.  $1,995.  Cotton  shirt, 
$255,  and  linen  pocket  square, 
$45,  by  Robert  Talbott. 
Silk  tie  by  Hermes.  $158.  Belt 
by  Martin  Dingman.  $195. 


Her  silk  faille  dress  by  Oi 
la  Renta.  $2,590.  Shoes  b 
Christian  Louboutin.  $5j 
Pearl  bracelet  with  diamq 
clasp  by  David  Yunnan,  J 
Vintage  Chanel  nccklacei 
Kentshire  at  Bergdorf 
Goodman.  $3,950.  His  wl 
sweater,  $790,  cotton  shin 
$480,  and  flannel  pants,  1 
by  Bottega  Veneta.  Shoes 
Harrys  of  London.  $495., 
Opposite:  Cotton  shirt,  $3 
tie,  $150,  and  cashmere  si 
$1,250,  by  Narciso  Rodri| 

f 


Wool  coat,  SI, 975,  sweater, 
$840,  and  pants,  S770,  by  Di() 
Homme.  Silk  scarf  by  Herm«| 
S215.  Shoes  by  Harrys  of 
London.  $425.  Opposite:  Her  j 
chiffon  gown  by  Badgley 
Mischka  Platinum.  $1,295. 
South  Sea  pearl  earrings  by 
Iridesse.  $910.  His  cotton  shi 
$260,  pique  vest,  $200,  and 
wool  pants,  $2,920  (sold  with 
tailcoat,  not  shown),  by 
Valentino.  Cotton  pique  tie  jJ 
Robert  Talbott.  $73.  Shoes 
by  Johnston  &  Murphy.  $35C| 
Socks  by  Pantherella.  $65. 
Vintage  gold  Carticr  cuff  linU 
at  Camilla  Dietz  Bergeron,  L 
$1,450.  Hair  by  Frank  Rizzici 
at  ATMnyc  using  RSession 
Tools.  Makeup  by  Marija  at 
www.igroupnvc.com.  Casting 
by  Marco  De  LaCruz.  Assisti 
editor:  Adam  McCollum. 


OH 


ertrand  Piccard 
is  one  of  our  era's 
greatest  aviators.  In  1992  he  won  the 
first  transatlantic  balloon  race  and  then 
topped  himself  in  1999  by  captaining 
the  first  non-stop  balloon  flight  around 
the  world.  Piccard  was  born  to  follow 
hard  acts — his  father  and  grandfather 
were  also  renowned  explorers — but  his 
next  expedition  is  a  real  doozy:  the  first 
round-the-world  flight  on  a  self-propelled 
plane.  Solar  Impulse,  currently  being 
built  near  Zurich,  will  have  four  solar- 
powered  propeller  engines  mounted 
on  a  single  262-foot  wing  and  renderings 
make  it  appear  as  sturdy  as  a  child's 
oversized  balsa-wood  glider.  Is  this  guy 


nuts  to  want  to  fly  this  thing?  He'd  be 
the  first  to  know:  He's  also  a  practicing 
psychiatrist.  The  doctor  was  in  when 
we  caught  up  with  him  in  Geneva. 

Is  it  true  that  your  family  is 
immortalized  in  The  Adventures 
of  Tintin,  the  popular  Belgian  comic 
book  series? 

My  grandfather  was  the  first 
balloonist  to  fly  into  the  stratosphere 
and  was  always  inventing  things.  His 
friend  Herge  based  Professor  Calculus 
[Tintin's  favorite  mad  professor] 
on  him.  My  grandfather  was  a  very 
active,  inquisitive  man  who  looked 
a  little  like  Professor  Calculus  but  he 


was  quite  tall.  Herge  drew  him  shortei 
so  he  could  fit  in  the  cartoon  boxes. 

So  with  such  an  illustrious  family 
of  explorers,  you  naturally  chose  to 
become  a  psychiatrist. 

When  you  are  from  a  dynasty,  you 
have  to  make  your  own  way.  I  was  ahv  B 
interested  in  human  behavior.  Actuall; 
ballooning  and  psychiatry  aren't  that 
far  apart.  Ballooning  teaches  us  to 
change  altitude  to  find  the  right  wind 
direction.  Psychiatry  teaches  us  to  chai 
attitude  if  we  feel  pushed  in  directions 
we  don't  necessarily  want  to  go.  And 
both  disciplines  involve  dropping  thin 
overboard  if  we  want  to  keep  going. 
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IJllI^IHrf*ti 


Its  sun 
circle  the  globe. 


'I'l'.'i^  in*  H I  i  H  fc\  i  iYJl  1  i^'I'lTFi  i  iA  n  1 


speaks 


with  pilot  and  project  director  Bertrand  Piccard. 


10  you  put  your  training  to  practical 
Dn  your  adventures? 

Jl  the  time.  For  instance,  when 
sing  the  Atlantic  for  the  first  time  in 
loon  I  hypnotized  my  partner  so 
:>uld  fall  asleep. 

ow  did  you  come  up  with  the  idea  of 
ind-the-world  solar  flight? 

ight  years  ago,  when  I  was  doing 
ound-the-world  balloon  flight, 
^ught,  "I'm  only  40  years  old.  This 
ldn't  be  my  last  adventure."  A  lot  of 
»le  told  me  that  the  era  of  adventure 
onquest  was  over.  I  disagreed 
use  I  knew  I  could  find  an  adventure 
dealt  with  improving  the  quality  of 


life.  What  could  be  a  more  perfect 
demonstration  of  an  energy-efficient 
future  than  flying  around  the 
world  on  a  plane  that  doesn't  need 
fuel  and  produces  no  pollution? 

Have  you  developed  any  new 
technology  to  do  this? 

I  contacted  Omega — the  watch 
people — because  of  their  history  of 
working  with  pioneering  expeditions  and 
their  great  expertise  in  micro-mechanical 
and  micro-electronic  engineering. 
They  helped  develop  the  plane's 
propulsion  system  from  the  propellers 
to  the  batteries.  Another  interesting 
thing  we  are  using  is  a  computer  wired  to 


the  pilot  while  he  is  sleeping,  which  will 
wake  him  up  if  there's  an  emergency. 

What's  going  to  be  propelling  the 
plane  when  it  gets  dark? 

We'll  be  flying  at  very  high  altitudes 
of  up  to  12,000  meters  [39,370  feet] 
during  daylight,  so  we'll  be  above  the 
clouds,  accumulating  energy  in  lithium 
batteries  on  the  wing.  When  it  gets 
dark  we'll  gradually  glide  down  until  we 
reach  3,000  meters  [9,843  feet],  which 
we'll  sustain  until  it  gets  light  again. 

When  do  you  take  off? 

We  hope  to  start  test-flying  it  next  year 
and  then  take  the  big  flight  in  2011.  • 
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for  me  as  for  other  slaves  to  fly-fishing,  the  money 
moment  of  the  sport,  the  one  that  justifies  all  the 
often  considerable  expense  and  frustration  that  de- 
livers you  to  it,  is  the  take:  the  instant  when  a  fish 
grabs  your  fly  (ideally  on  the  surface  of  the  water) 
and  you  are  suddenly,  astonishingly,  tight  to  the  pri- 
mordial throbbings  of  something  trying  to  save  its 
life.  Even  a  lifetime  of  fishing  doesn't  dull  that  rush. 
Long  after  we  have  quit  caring  about  the  number  of 
fish  we  catch,  their  size  or  whether  we  land  them 
or  not,  we  will  travel  a  long  way  for  a  good  top-water  take.  And 
halfway  around  the  world,  as  I  recently  did,  for  a  legendary  one. 

The  vast  blue  sky  and  tawny  landscape  could  have  been 
Montana  in  another  century,  perhaps  the  14th,  and  the  merry  lit- 
tle Eg  River  was  air-clear  and  twinkling  in  the  sun.  I  had  been 
casting  an  enormous  imitation-rodent  fly  called  a  Verminator 
into  the  sweet  declivities  of  the  Eg's  banks  and  twitching  it  back 
seductively  for  hours  with  no  bites.  And,  having  drifted  into  my 
normal  oxlike  casting  reverie,  I  was  not  at  all  prepared  when  the 
take  finally  came.  Nor  could  I  have  been.  The  water  literally 
exploded  around  the  Verminator,  and  there,  hanging  theatrically 
in  the  air  with  its  lipstick-red  gills  aflare  and  all  but  the  tail  of 
its  three-foot  body  out  of  the  water,  was  a  Hucho  hucho  taimen, 


arguably  the  most  operatic  taker  in  the  business. 

The  fish  fought  rather  languidly,  and  before  at  all  long  it 
in  the  net.  Local  shamanists  believe  the  taimen  to  be  the  dau 
ter  of  the  River  God,  and  a  Buddhist  sutra  holds  that  for  ei 
one  of  them  killed,  999  human  souls  will  suffer.  Not  that  Gen 
Khan  would  have  cared:  He  would  have  bonked  this  fish  on 
head  and  taken  it  home  for  supper.  That  hardly  being  an  op 
here,  my  boatmates  and  I  simply  stared  at  the  huge,  melancb 
eyed  creature,  took  a  few  photos  and  carefully  released  it  a  \ 
writing  down  the  number  of  the  green  tag  embedded  in  its  b 
This  daughter  of  the  River  God  was  taimen  number  0747, 
she  was  last  caught  two  inches  shorter,  almost  exactly  one  ; 
ago  and  three  river  miles  from  where  I  hooked  her. 

Mongolia,  I  was  learning,  was  full  of  paradoxes,  and  here 
one  more.  The  river  we  were  on  was  as  wild  and  remote  as  an; 
the  planet — you  simply 'cannot  go  anywhere  to  fish  that  is  far 
away  from  everything  modern.  And  yet  nowhere  on  earth  cc 
that  taimen  have  been  brought  into  a  boat  containing  mor 
courant  environmental,  scientific  and  socioreligious  concern;  ae 
its  welfare  than  ours  did. 

The  largest  and  possibly  most  ancient  member  of  the  salm. 
family  of  salmon  and  trout,  taimen  can  grow  to  more  thar 
feet  long  and  over  200  pounds.  Exceedingly  rare  in  most  of 
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Photographs  by  Hakan  Ster 
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How  far  would  you  go  for 
an  exotic  fishing  adventure? 
Mongolia's  frontier  is  about 

as  far  as  you  can  get. 

By  Charles  Gaines 


isian  watersheds  it  once  called  home,  the  fish  now  hangs  on 
irvival  as  a  species  in  only  a  few  river  systems  in  Siberia  and 
igolia.  And  even  in  the  remotest  of  those  systems,  like  the 
Uur  watershed  of  northwestern  Mongolia  where  I  was  fish- 
the  taimen  is  increasingly  vulnerable  to  poaching  and  min- 
related  depredations  of  habitat.  But  on  the  Eg-Uur,  the  fish 
some  determined  champions,  and  three  of  them  were  in  the 
with  me  that  day. 

)an  Vermillion  is  a  strapping,  affable  young  man  from 
ngston,  Montana,  and  owner  with  his  brothers  Pat  and  Jeff 
weetwater  Travel,  a  fly-fishing  outfitting  and  booking 
icy.  In  1997,  with  a  Mongolian  partner,  the  brothers  set  up 
ed  base  camp  on  the  Uur  River  and  began  offering  taimen 
ng  on  120  miles  of  that  river  and  the  Eg,  into  which  it 
is.  Though  there  are  also  lenok  (imagine  a  sort  of  rainbow 
t  with  a  carp's  mouth),  grayling  and  pike  in  those  rivers,  it 
e  taimen's  take  and  size — the  camp  record  weighed  more 

70  pounds — that  induce  anglers  to  make  the  very  long 
ney  there  and  spend  $5,600  a  week  to  fish.  Early  on,  the 
hers  realized  that  poaching  and  mining  were  escalating 
ats  to  their  bread-and-butter  fish,  and  began  to  consider 

of  providing  it  with  long-term  protection,  when  out  of 
ilue  one  of  the  other  men  in  our  boat  called  them.  He'd 


heard  about  their  taimen  program  and  liked  their  conservation 
concerns — might  a  million  dollars  help? 

Bright,  voluble  and  determined  as  a  Jack  Russell  terrier,  Jeffrey 
Liebert  has  loved  all  things  Mongolian  since  he  spent  two  years 
in  the  early  '90s  as  the  first  Peace  Corps  volunteer  to  that  coun- 
try. He  learned  the  language,  and  began  doing  business  develop- 
ment there  after  he  left  the  Peace  Corps.  In  1999,  it  was  as  an 
investment  officer  of  the  International  Finance  Corp.,  the  pri- 
vate-sector investment  arm  of  the  World  Bank,  that  he  contacted 
the  brothers,  kicking  off  what  has  to  be  one  of  the  most  unusual 
collaborations  in  the  history  of  fisheries  conservation. 

The  men  began  a  Mongolian  NGO  called  the  Taimen 
Conservation  Fund  that  brought  together  local  communities, 
government  agencies  and  tourist  companies  to  create  and  imple- 
ment a  taimen-management  program  for  the  Eg-Uur  drainage. 
Since  2003,  the  Fund  has  established  environmental-education 
workshops  for  locals,  imposed  a  taimen  catch-and-release-only 
policy  on  the  two  rivers,  hired  watershed  residents  to  act  as 
antipoaching  wardens  and  funded  a  five-year  research  program 
using  scientists  from  three  American  universities  to  conduct  the 
most  extensive  study  of  taimen  ever  undertaken.  One  of  those 
scientists,  Zeb  Hogan,  a  fisheries  biologist  from  the  University 
of  Nevada,  Reno,  was  the  third  man  in  our  boat.  He  and  his 
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>rkers  tag  and  surgically  implant  radio 
;mitters  into  taimen  to  determine  the 
;  range  and  seasonal  movement  pat- 
;  and  come  up  with  informed  conclu- 
i  about  the  nature  and  sustainability 
e  Eg-Uur  fishery.  Among  their  glean- 
so  far:  information  that  suggests  a 
t  population  of  only  five  to  ten  40-inch 
rger  taimen  per  mile  of  river,  and  size- 
:orrelations  that  put  the  38-inch  fish  I  caught  at  between 
rid  20  years  old,  and  a  six-footer  at  over  60. 
nother  major  contributor  to  the  well-being  of  the  aged  and 
y  taimen  of  the  Eg  and  Uur  was  in  our  boat  in  spirit  that  day 
t  in  her  blond,  effervescent  person.  Betsy  Gaines  Quammen, 
rjntanan  with  a  long  history  of  conservation  work,  heard 
t  the  Taimen  Fund  as  it  was  being  conceived.  After  coming 
[ongolia,  Quammen  realized  that  the  best  way  to  ensure 
:>ng-term  effectiveness  of  a  conservation  ethic  was  to  involve 
ocal  Buddhist  community  in  its  creation.  For  more  than 
^ears  the  predominant  religion  of  Mongolia,  and  one  that 
:s  a  high  value  on  all  things  living,  Buddhism,  she  reckoned, 
it  marry  faith  and  conservation  where  they  needed  marry- 
-in  the  minds  and  hearts  of  the  townspeople  and  nomadic 
ers  who  live  in  the  watershed  area.  And  who  better  to  pay 
jch  a  marriage  than  the  deep-pocketed  foreign  anglers  who 
1  to  benefit  from  it? 

l  2004,  Quammen  started  the  Tributary  Fund  with  dona- 
;  mostly  from  those  anglers;  the  fund  now  amounts  to  more 

$500,000.  With  it  she  has  established  an  outreach  and 
ation  program  that  works  with  Eg-Uur  watershed  schools 
lelps  to  educate  young  monks.  And  she  has  spectacularly 
ilt,  near  the  Sweetwater  camp  on  the  Uur,  a  Buddhist 
astery  destroyed  during  Mongolia's  Soviet  era,  to  be  used 
l  environmental  clearinghouse  and  meditation  center, 
e,  the  River  God's  daughter  will  be  pondered  and  appreci- 

hopefully  long  into  the  future. 

ven  if  it  continues  to  flourish  under  all  this  attention,  the 
n  of  the  Eg-Uur  will  never  be  an  attractive  quarry  for  the 
3ers  fishermen.  In  an  average  stay  at  one  of  the  two  Sweet- 
camps,  one  on  each  of  the  rivers,  an  angler  can  hope  to  raise 

fish  a  day  and  catch  perhaps  10  to  15  in  a  week, 
it  unlike  some  other  high-priced  angling  destinations  where 
-ups  are  few,  compensation  is  plentiful  at  the  Vermillion 
ition.  There  are  the  unforgettable  takes,  of  course,  and  the 
)f  the  fish:  A  fair  number  of  those  10  to  15  taimen  you 

in  a  week  will  be  over  40  inches,  with  one  perhaps  longer 
50.  And  whenever  you  tire  of  lobbing  Verminators  and 
nobyl  Squirrels  on  big  rods,  you  can  take  out  a  four-weight, 

a  small  dry  and  catch  eager-to-eat  grayling  and  lenok  up 
inches.  Moreover,  you  will  be  doing  that  on  rivers  as  lovely 
y  in  the  world,  more  often  than  not  in  perfect  mountain 
ler,  and  in  a  landscape  of  surpassing  beauty  and  uncompro- 
1  wildness  where  broad  grassland  steppes  lap  up  against  sage 
in  mountains  striped  with  taiga  forests  of  Siberian  larch  and 
Those  woods  are  home  to  foxes,  wolves,  bear,  moose,  elk 
oe  deer.  And  after  a  day  of  marinating  your  soul  in  all  this 


natural  splendor,  you  will  return  to  a  com- 
fortable camp  that  consists  of  a  log  din- 
ing building  and  five  gers — the  round 
felt  tents  of  Mongolian  nomads — each 
accommodating  two  people  with  plenty 
of  room,  good  cots  and  a  wood  stove. 

On  our  last  night  at  the  Uur  camp,  a  barbecue  of 
mutton  steamed  by  hot  rocks  inside  a  thing  that 
looked  like  a  milk  can  was  followed  by  a  concert  of 
traditional  Mongolian  music.  Young  Rocky  Mountain  guides, 
four  Texan  anglers,  my  boatmates  and  I  sat — some  of  us  stiil  in 
our  fishing  long  johns,  eyes  drooping,  holding  wineglasses — 
and  listened  to  three  women  and  two  men,  dressed  in  embroi- 
dered silk  costumes,  play  haunting  pentatonic  music  from  the 
Chinese  courts  of  Kublai  Khan  on  a  collection  of  instruments 
so  exotic  I  had  no  idea  any  of  them  existed. 

Toward  the  end  of  the  concert,  one  of  the  male  performers 
broke  into  hoomi,  or  throat-singing,  the  hair-raising  concatena- 
tion of  sound  (at  different  times  like  the  warbling  of  ravens,  like  a 
synthesizer  run  amok,  like  tree  frogs,  and  at  no  time  like  anything 
you  can  imagine  being  made  by  the  human  voice)  that  is  created 
by  the  larynx,  mouth  and  diaphragm  producing  two  notes  simul- 
taneously. His  wife  accompanied  him,  her  alabaster  fingers  flying 
over  a  sort  of  square,  horsehead  fiddle  couched  in  her  lap,  a  red 
smile  playing  over  her  perfect  oval  face.  The  combined  sound 
had  the  smell  of  centuries  of  dung  fires  and  mutton  fat  in  it, 
and  the  colors  of  camel  hair  and  the  Eternal  Blue  Sky  sacred  to 
Mongolian  shamanists.  It  had  in  it  something  so  profoundly,  sim- 
ply and  valuably  from  a  nearly  lost  time  and  place  that  it  seemed 
to  one  perhaps  tired  and  overserved  member  of  the  audience  that 
all  of  Mongolia  ought  to  be  implanted  with  a  green  tag. 

Once  the  hub  of  the  largest  empire  the 
world  has  ever  known,  Mongolia  today 
is  bordered  by  China  to  the  south  and 
Russia  to  the  north  and  is  roughly  the 
size  of  Alaska.  In  1924  it  became  the 
world's  second  communist  country  as 
the  Mongolian  People's  Republic,  and 
for  the  next  six  decades  it  functioned, 
not  without  suffering,  as  a  Soviet  satellite.  Under  Stalin's  purges 
in  the  1930s,  17,000  of  its  Buddhist  monks  were  executed,  im- 
prisoned or  forced  into  exile,  and  almost  all  of  its  700  temples  and 
monasteries  were  destroyed.  After  the  unraveling  of  the  Soviet 
Union,  Mongolia  declared  itself  decolonized  from  Russia  in 
1990  and  amended  its  constitution  to  allow  multiparty  elections. 
The  price  of  this  democratization  was  a  near  economic  collapse 
following  the  pullout  of  Russian  investment  and  infrastructure, 
and  the  country  has  struggled  ever  since  to  dig  out  from  under 
it,  pretty  much  grasping  at  any  hand  offered. 

And  many  are  offering  help.  The  capital  city  of  Ulaanbaatar 
these  days  is  aswarm  with  various  multinational  groups  eagerly 
interested  in  leading  Mongolia  out  of  the  Dark  Ages  and  into  af- 
fluence and  modernity  by  developing  its  considerable  natural  re- 
sources, as  well  as  the  last  wilderness  areas  left  in  Asia.  Gleaming 
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new  hotels  rise  beside  gray  Soviet-era  housing  projects.  Coal- 
fired  power  plants  darken  the  air  over  ger  suburbs,  and  foreign 
tour  operators,  businessmen  and  mining  engineers  walk  the  traf- 
fic-jammed streets  with  cell  phones  to  their  ears,  cheek  by  jowl 
with  red-robed  Buddhist  monks  and  felt-booted  yak  herders. 

About  half  of  Mongolia's  2.8  million  people  still  live  partially 
or  entirely  nomadic  lives,  but  that  percentage  is  changing  as 
rapidly  as  the  economy  responsible  for  it.  Mining — mostly  for 
copper  and  gold  (the  production  of  which  increased  by  75  per- 
cent in  2004) — will  soon  overtake  animal  husbandry  as  the  coun- 
try's biggest  industry.  And  that  "progress"  is  coming  at  a  cost. 
Mongolia's  300-plus  mines  have  so  far  polluted  more  than  two 
dozen  of  its  river  basins,  and  many  of  its  forests  are  steadily  be- 
ing lost  to  a  growing  need  for  wood  to  build  houses.  Throughout 
the  country,  pastureland  and  canyons  are  threatened  by  planned 
hydro-power  stations.  And  an  increasing,  mostly  Chinese,  de- 
mand for  meat  and  fur  has  caused  dozens  of  species,  from  musk 
deer  to  marmots,  to  become  endangered  through  loss  of  habitat. 

Fortunately,  among  the  new  and  hungry  hordes  now  jostling 
to  invest  themselves  in  Mongolia's  future  are  a  few  tag  moni- 
tors— socioconservationists,  you  might  call  them — who  care 
about  and  study  the  quality  and  sustainability  of  the  country's 
rush  into  the  21st  century,  and  who  are  working  to  preserve  what 
is  unique  and  irreplaceable  in  its  natural  resources  and  ancient 
culture.  The  Tributary  andTaimen  Conservation  funds  are  solid- 
ly in  this  camp;  and  so  are  the  people  who  operate  a  remarkable 
resort  in  the  Gobi  Desert  called  Three  Camel  Lodge. 

That  lodge  is  located  in  Omnogov,  or  South  Gobi,  the  least- 
populated  province  (0.3  people  per  square  kilometer)  of  the  least- 
populated  country  in  the  world,  but  that  hardly  seems  to  concern 
it.  Opened  lor  its  unlikely  business  three  years  ago  at  the  base  of 
a  volcanic  outcrop  overlooking  a  pure  and  unbroken  expanse  of 
the  dun-colored  high  desert  steppe  that  makes  up  90  percent  of 
the  Gobi  Desert,  the  lodge  is  most  assuredly  what  it  claims  to  be: 
"Mongolia's  Premiere  Luxury  Expedition  Camp."  It  is  also  a 
uniquely  satisfying  experiment  in  blending  creature  comforts  and 
outdoor  adventure  with  ecological  and  cultural  responsibility. 
The  resort  complex  consists  of  a  stunning  main  lodge,  built  mor- 
tise and  tenon  of  local  wood  and  stone  by  local  craftsmen  along 
the  lines  of  a  Buddhist  temple,  a  house-sized  dining  ger  designed 
after  the  Great  Khan's  feast  tents  and  46  sleeping  gers,  some  with 
en  suite  stone  bathrooms,  that  come  with  posh  beds,  wood  stoves 
and  beautifully  hand-painted  furniture.  At  the  same  time  that 
Three  Camel  sleeps  you  luxuriously,  wines  and  dines  you  splen- 
didly, entertains  you  with  traditional  music  and  dancing,  and  even 
Mongolian-massages  you  at  the  end  of  a  long  day  of  adventur- 
ing, it  also  runs  on  wind  and  solar  power,  employs  more  than  90 
percent  local  people,  makes  its  sumptuous  four-course  meals 
from  organic  food  raised  and  grown  locally,  funds  and  organizes 
Gobi-conservation  and  cultural  appreciation  clubs  for  local  chil- 
dren, and  serves  as  a  base  for  scientific  research  and  wildlife  mon- 
itoring in  the  desert.  Tell  that  to  your  local  Holiday  Inn. 

In  addition,  the  lodge  can  supply  you  in  three  days,  as  it  did 
photographer  Hakan  Stenlund  and  me,  with  daytime  outings  of 
sufficient  variety,  piquancy  and  visual  splendor  to  make  for  a  life- 
time of  memories. 


Outfitted  with  an  expedition  vehicl 
driver  and  a  charming  English-spe) 
ing  guide  named  Bayana,  we  hi| 
at  dawn  in  the  spectacular  mount^ 
of  2.2-million-hectare  Three  Beaj 
ies  National  Park,  looking  among! 
ragged  8,000-foot  peaks  for  the  wol| 
argali  sheep,  ibex  and  snow  leopa 
that  call  them  home;  and  followed  that  with  another,  staggerifl 
lovely  hike  up  the  precipitous  Yolyn  Am  Valley  to  the  wow 
only  year-round  desert  glacier.  The  following  dawn  saw  us  wji 
ing  sand  dunes  toward  a  rising  sun,  where  striding  along 
soft,  tawny  undulations  felt  to  me  after  ten  days  of  sleep  q 
rivation  so  gloriously  like  traversing  the  recumbent  back  J 
gigantic,  sunbathing  Cindy  Crawford  that  there  was  nothing 
it  but  to  throw  my  arms  wide  at  the  top  of  a  buttock  and  bt 
into  my  workmanlike  rendition  of  "O  Sole  Mio." 

We  shared  snuff,  yogurt  and  fermented  mare's  milk  with  a 
madic  family  in  their  ger,  then  rode  their  camels  to  the  Flarr 
Cliffs,  an  orange-red  outcropping  of  70-million-year-old  wii 
fluted  buttes  where  in  1924  Mongolia's  first  dinosaur  eggs  v) 
discovered.  As  we  walked  beneath  the  cliffs  looking  for  fosi 
our  camels  chewed  their  bits  and  watched  us  with  long-lasl 
blase  Upper  East  Side  eyes. 

And  on  our  last  afternoon,  Hakan,  Bayana  and  I  were  leu 
our  driver,  Lhagva,  to  a  newly  discovered  petroglyph  site  in 
mountains  north  of  the  lodge.  After  a  steep  climb  we  topped! 
on  a  summit  of  black  volcanic  rock.  Forming  a  rough  circle  th 
20  or  30  stones  had  been  etched  more  than  4,000  years  ago  \ 
drawings  of  camels,  ibex,  gazelles  and  a  few  human  figures.' 
convoluted  mountains  surrounding  us  were  a  jade-green, 
below,  the  vast,  subtle  and  vulnerable  Gobi  stretched  out  e 
lessly  in  every  direction,  with  blue  mirages  to  the  south 
patches  of  sage  blossoms  and  wild  onion  showing  yellow  aga 
the  sparse  olive  grassland.  Nowhere  in  all  that  sight,  yet,  w 
copper  mine. 

Perhaps  the  only  word  to  make  its  way  into  English  us 
from  Mongolian  is  an  exclamation  of  mutual  encouragen 
and  exhortation  to  courage  used  by  Genghis  Khan's  troop 
they  rode  into  battle.  On  the  way  back  down  the  mount) 
well  away  from  the  real  deal,  I  carved  my  own  petroglyph 
a  tall  black  stone,  and  it  seemed  a  fitting  symbol  for  mot 
Mongolia:  a  taimen  at  the  take.  "Hurray!"  I  wrote  in  a  bu 
above  its  head.* 


Air  Canada  offers  superb  daily  nonstop  service  from  Toron, 
Beijing,  from  which  there  are  daily  two-hour fights  to  Ulaanba 
on  Mongolia  Airlines  and  Air  China. 

The fishing  package  at  the  Eg  and  Uur  camps  runs from  Mo; 
to  Monday,  August  27  to  October  1,  2007  and  May  20  to  Jum 
2008.  $5,600,  double  occupancy.  Sweetwater  Travel,  (888) 
4286,  www.sweetwatertravel.com. 

Three  Camel  Lodge  is  reached  via  twice-weekly  flights  \ 
Ulaanbaatar  to  Dalanzadgad.  $100 per  night,  double  occupancy 
reservations,  contact  Nomadic  Expeditions,  (800)  998-6 
www.  threecamellodge.  com. 
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This  seasons 
coolest  new  dirt  bike? 
The  electric-powered 

Blade  XTZ  gets  our  volt. 
By  Patrick  Cooke 


CURRENT, 

ASSETS 


PHOTOGRAPH   Y  RON  REEVES 
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Back  in  the  early  1990s,  Ely  Schless  owned  a 
Hollywood  special-effects  company  that  built 
all  manner  of  magical  mechanical  gizmos.  He  created  dancing 
McNuggets,  the  cuddly  Snuggle  fabric  softener  bear  and  scads 
of  whirling,  twirling  gadgets  in  the  Short  Circuit  movies.  On 
weekends,  Schless  raced  motorcycles,  and  he  eventually  got  to 
thinking  that  there  had  to  be  some  way  to  combine  the  two  odd- 
ball things  he  loved. 

Ten  years  later,  the  result  is  what  you  see  on  this  page:  an 
astonishingly  quick,  battery-powered  motorbike  called  the 
Blade  XTZ  that  equals  or  outperforms  every  gas-powered  bike 
in  its  weight  class  (200cc-250cc).  Best  of  all,  it  does  so  without 
making  a  sound.  "This  isn't  cheap  environmental  transporta- 
tion," says  Schless,  now  CEO  of  Electric  Moto  Corporation,  a 
small  firm  operating  out  of  Ashland,  Oregon.  "This  is  a  high- 
performance  motorcycle  that  will  go  up  against  anything  out 
there  its  own  size." 

Call  it  the  stealth  motorcycle.  Watching  a  Blade  noiselessly 
cramble  around  a  traditional  dirt-bike  track  is  a  bit  like  watch- 
ing TV  with  the  sound  turned  down.  No  high-pitched  engine 
whine,  no  choking  blue  smoke,  no  teeth-grinding  vibration.  And 
at  178  pounds,  it's  25  to  50  pounds  lighter  and  creates  more 
torque  (250  pounds)  than  most  of  its  competition. 

The  Blade  also  proves  a  good  deal  less  challenging  to  oper- 
ate than  gas-powered  bikes:  Turn  the  key,  open  the  traditional 
twist-style  throttle  and  take  off.  There  is  no  clutch  and 
there  are  no  gears.  The  bike  gets  about  four  hours  out 
of  a  single  charge  when  ridden  off-road;  on-road 
it  can  travel  60  to  70  miles  before  recharging. 
Maximum  speed  is  about  50  miles  an  hour. 
(There  is  a  programmable  speed  control  switch 
that  will  reduce  the  bike  to  half  power,  mak- 
ing it  safer  for  young  riders.) 

Energy  is  provided  by  a  lithium-ion  bat- 
tery pack,  a  technology  similar  to  the  one 
that  powers  your  cell  phone  and  laptop. 
"The  first  batteries  were  horrible,"  Schless 
says.  "They  could  burst  into  flames  like  those 
Dell  computers.  Today  they're  greatly  im- 
proved and  much  safer." 

Since  both  bicyclists  and  motorcyclists 
have  evinced  interest  in  the  Blade,  deciding 
where  to  place  the  front  hand  brake  was  one 
of  the  engineering  challenges.  Mountain  bikers 
prefer  the  brake  on  the  left,  motorcyclists  on  the 
right.  The  Blade  comes  off  the  line  right-mounted, 
but  Electric  Moto  will  set  it  up  any  way  you  like.  Another 
option  is  a  lighting  package  that  includes  front  headlamp  and 
rear  taillight.  "Take  a  look  at  our  website,  check  out  the  options 
and  let  us  know  what  you  want,"  says  Schless.  "We'll  get  you  on 
the  road,  or  off-road,  and  nobody  will  even  hear  you  coming."  • 

The  Blade  XTZ  costs  $9, 950.  Add  $475 for  lighting  package  and 
street  tires,  www.electricmoto.com. 
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FOR  MORE  THAN  43  YEARS  ANTHONY'S  PIER  4  IN  BOSTON  HAS 

By  David  Taylor 


While  I  sit  and  reflect  on  the  perfection  of a  Bombay  Sapphire  martini,  straight  up,  with  a  twist,  the  waitress  brings 
a  plate  of hot  popovers,  crisp  and  golden  on  the  outside,  moist  and  soft  on  the  inside — sponges for  butter — and  a 
ceramic  bowl  of  marinated  mushrooms  to  take  the  edge  off  our  hunger  while  we  look  at  the  menu.  In  the 
late  '50s  and  early  '60s,  you  could  not  get  a  laudable  restaurant  meal  in  Boston  outside  the  Ritz,  Locke-Ober, 
Durgin-Park,  Union  Oyster  House  (called  the  oldest  continuously  operating  restaurant  in  the  land)  and  a  few  secret 
ethnic  joints  patronized  by  homesick  students  here  from  the  far-flung  corners  to  do  graduate  work  at  one  of  the  many 
universities.  Of  course  we  weren't  a  foodie  nation  yet.  No  one  was  offering  seared  foie  gras  on  a  bed  of  liquefied  mache 
with  cockle  foam.  But  in  Boston  it  was  almost  impossible  in  those  years  to  find  fresh  ingredients  well  cooked  and 
artfully  presented.  (Let  the  arguments  begin.)  I  know.  I  was  then  incarcerated  outside  of  Boston  in  a  minimum- 
security  prison  known  as  boarding  school.  My  parents,  who  loved  good  food,  would  appear  every  so  often.  My  father, 
Samuel  Taylor,  a  stage  and  screenwriter,  would  have  a  play  in  out-of-town  tryout,  or  they  would  be  on  their  way  to 


From  far  left:  classic  New  England 
clam  chowder;  Anthony  with  his 
sons  Michael,  Anthony,  Jr.,  and 
Robert  in  1952;  lobster  newburg; 
water's  edge;  more  arterial  blockage, 
of  the  chocolate-raspberry  kind. 


Maine  from  New  York,  or  to  New  York  from  Maine.  They  would 
take  pity  on  me  and  spring  me  from  lockup  for  a  night  in  the  city. 
We  ate  in  the  Big  Four  numerous  times.  We  went  to  the  Italian 
North  End,  where  tomato  sauce  was  manufactured  by  the  ton. 
We  made  occasional  forays  to  other  parts  of  the  city  on  the  advice 
of  friends  who  remembered  wonderful  places  in  Arlington  or 
Somerville  or  Newton  from 
days  gone  by  and  found 
them  closed  or  overly  bur- 
nished by  faulty  memories. 
Then  Anthony  Athanas 
opened  Anthony's  Pier  4. 


The  Quilcene  oysters  from 
Washington  State  are  so  fresh 
they  seem  to  wince  at  the  drops 
of  lemon  juice.  Cocktail  sauce 
and  mignonette  are  provided, 
but  are  unnecessary  gilt  on  the 
lily.  The  clean  brine  of  the  sea 
and  the  mild  acidity  of  the 
lemon  is  enough.  Crab  cock- 
tail— chunks  of  fresh  native 
crab — comes  with  sauce  on  the 
side  in  case  you  are  wise  enough 
to  want  only  the  taste  of  the 
crustacean.  With  the  first  course 
we  drink  Sauvignon  Blanc 
from  the  superb  wine  list. 


Anthony  Athanas,  embodiment  of  the  American  Dream,  rode 
with  his  mother  on  a  donkey  out  of  a  small  town  in  Albania  in 
1915  and  came  to  the  States  at  the  age  of  five.  He  started  work- 
ing in  restaurants  as  an  adolescent.  There  is  a  photograph  of  him 
among  the  walls  of  photos  in  Pier  4  as  a  young  man  in  his  late 
teens  or  early  20s  standing  behind  the  counter  of  an  old  diner  on 
the  West  Side  of  New  York  City.  He  looks  at  the  camera  with 
calm  confidence:  "Forget  about  this.  Wait  till  you  see  where  I  go." 
He  opened  his  first  restaurant  in  Lynn,  Massachusetts,  in  1937,  a 
small  place  for  a  man  with  big  ambitions.  At  first,  according  to  his 
son  Paul,  he  could  not  afford  to  hire  a  cook,  but  he  did  not  want 
his  customers  to  think  they  were  in  some  two-bit,  one-man  joint, 
so  he  would  go  to  the  pass,  the  window  to  the  kitchen,  shout  in 
the  order  to  the  imaginary  chef,  and  then  slip  to  the  stove  and 
cook  it.  When  he  could  afford  it,  Athanas  bought  a  General 
Electric  air  conditioner  to  check  the  summer  swelter,  and  let  it 
be  known  in  the  local  press  that  his  was  the  only  restaurant  in 
Massachusetts  cooled  by  GE.  Who  cared  if  it  was  true  or  not?  It 
guaranteed  a  loyal  clientele  of  workers  from  the  GE  plant  down 
the  street.  By  1957  he  owned  two  more  successful  restaurants  and 
was  ready  to  take  on  Boston,  Hub  of  the  Universe.  (First  coined 
by  writer  Oliver  Wendell  Holmes,  who  actually  referred  to  the 
State  House  as  the  hub  of  the  solar  system.) 

Lobster  is  a  specialty  of  the  ho:  e  and  is  provided  by  the  restau- 
rant's own  lobster  cc  mpany  in  Spr    •  Head,  Maine,  but  we  opt  for 


fresh  yellow/  in  tuna  grilled  to  order,  seared  on  the  outside,  firm  A 
translucent  on  the  inside.  It  is  served  with  mango  chutney.  There 
sides  of  rice  and  creamed  spinach.  Who  serves  creamed  spinach  a 
more?  Who  can  resist  it? 

In  1960  Athanas  bought  land  south  of  Fort  Point  Cham 
across  that  industrial  waterway  from  downtown  Boston. The 
Pier  next  door  was  a  wasteland  of  abandoned  rail  yards  where 
tracks  once  ran  right  up  to  the  docks  allowing  easy  transfei 
cargo  to  and  from  ships  that  no  longer  docked  there.  The 
brick  warehouses  in  the  area  had  not  yet  been  discovered  bv  art 


looking  for  large  spaces  for  little  rent.  Athanas  sunk  cais: 
through  the  landfill  to  bedrock  and  built  Anthony's  Pier  4  at 
water's  edge.  The  restaurant,  dedicated  primarily  to  fresh  seafl 
opened  in  November  1963. The  building  looks  like  a  classic 
England  house  on  steroids.  It  is  built  of  brick  and  wood.  The 
is  peaked.  There  are  white  shutters  on  the  upstairs  windows 
the  dining  room,  what  would  be  the  living  room  of  a  noi 
house,  is  vast  and  seats  hundreds.  For  some  reason,  probablj 
low  ceiling  and  the  back  wall  of  brick,  the  room  feels  more 
than  overwhelming.  Three  of  the  walls  are  glass,  and  if  yoi 
there  after  dark  you  see  the  lights  of  downtown  Boston,  the  b 
water  of  the  harbor  fractured  bv  a  yellow  wedge  of  moonlight 
planes  landing  and  taking  off  from  Logan  Airport  across  the 
and  the  green  starboard  lights  of  boats  leaving  the  harbor,  th 
port  lights  of  boats  entering.  When  the  weather  warrants  it) 
restaurant  opens  a  large  terrace  for  outdoor  dining. 

In  the  beginning,  to  lure  diners,  Athanas  courted  the  taxi 
ers  of  Boston.  According  to  his  son  Paul,  he  fed  them  corree 
sandwiches,  and  even  gave  them  an  annual  party  to  incline  t 
toward  recommending  Anthony's  Pier  4  to  riders  looking 
place  to  eat.  (Anthony  returned  from  a  trip,  so  the  story  goes 
caught  a  cab  at  Logan.  Out  of  curiosity,  he  asked  the  cabb 
recommend  a  good  place  to  eat.  The  driver  suggested  Anfh> 
Pier  4.  Anthony  said,  "Okay,  let's  go." By  the  time  they  gotti 
restaurant,  Anthony  was  so  taken  with  the  man's  enthusiast 
the  place  that  he  decided  to  give  him  a  big  tip.  He  got  out,  pi 
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,  AIM 


SHOUT  IN  AN  ORDER  TO 


SLIP  TO  THE  STOVE  AND  COOK  IT. 


money  in  through  the  driver's  window,  thanked  him  for  the 
and  the  recommendation.  The  driver  said,  "You're  welcome, 
bony,"  and  drove  off.) 

1  grilled  Dover  sole  the  size  of  a  shirt  arrives  at  the  serving  sta- 
near  the  table.  It  is  perfectly  cooked,  golden  brown  on  the  outside, 
;t  and firm  inside  when  deftly  deboned  by  the  waitress.  We  ask  her 
iclude  the  crisp  bits,  the  edges  of  fins  lightly  charred  by  the  grill, 
sure  the  carbon  is  good for  us.  The fish  is  accompanied  by  the  irre- 
ble  creamed  spinach  and  new  potatoes.  With  the  fish  we  drink  a 
>  Fume  Blanc from  the  Grgich  Hills  vineyard  in  Napa  Valley. 

Something  has  to  put  a  restaurant  on  the  map.  Sometimes  it's 
new,  sometimes  word  of  mouth.  For  Pier  4  it  was  Shakespeare. 
964,  soon  after  the  restaurant  opened,  Richard  Burton,  in  the 

conflagration  of  his  love  affair  with  Elizabeth  Taylor,  was 
ring  in  the  famous  production  of  Hamlet  directed  by  John 
lgud.  The  play  was  in  Boston  for  tryouts  before  New  York, 
ton  and  Taylor  discovered  Anthony's  and  ate  there  often, 
en  the  Today  show  wanted  to  interview  the  lovers,  Taylor  said 
'  would  agree  if  the  interview  could  take  place  live  at 
hony's  Pier  4.  By  the  late  70s  and  '80s,  Pier  4  was  the  high- 
grossing  restaurant  in  the  United  States.  It  became  a  favored 
iring  hole  of  politicians  and  celebrities,  local  and  national. 

big  banquet  rooms  upstairs  were,  and  still  are,  awash  with 
ticos  raising  funds,  and  the  walls  of  photographs  along  the 


staircase  and  in  the  front  hall  show  Anthony  Athanas  shaking 
hands  with  every  Massachusetts  politician  of  note,  including 
most  of  the  Kennedys,  and  with  a  herd  of  movie  and  TV  stars. 
(Liza  Minnelli  came  in  for  dinner  one  evening,  saw  a  photograph 
of  her  mother,  Judy  Garland,  on  the  wall  and  announced,  "She's 
wearing  my  shoes.") 

The  dessert  menu  is  extensive,  Grand  Marnier  souffle'  to  Baked 
Alaska.  There  is  a  long  list  of  dessert  wines  and  an  even  longer  one  of 
Armagnacs,  Cognacs,  eaux-de-vie,  grappas.  Being  temperate  people, 
we  abstained,  finished  the  Fume  Blanc  and  happily  wandered  away. 

Change  happens  even  in  Boston.  The  city  now  has  a  stampede 
of  celebrity  chefs,  and  wonderful  restaurants  open  every  year.  The 
Seaport  area  is  in  the  throes  of  development.  The  wasteland  of 
rail  yards  is  gone,  and  the  modern  architecture  of  the  Moakley 
Courthouse  rises  there  instead.  The  old  brick  warehouses  are  being 
turned  into  condominiums.  The  Institute  of  Contemporary  Art 
has  recently  opened  a  stunning  new  museum  next  to  Pier  4. 
Anthony  Athanas  died  in  2005,  but  his  four  sons  still  run  the  busi- 
ness. Taxi  drivers  are  still  happy  to  take  you  there.  And  you  can  still 
get  the  freshest  fish,  perfectly  cooked  and  presented  as  you  sit  and 
look  out  over  the  harbor,  the  dark  water  and  moonlight.  • 


Anthonys  Pier  4,  140  Northern  Avenue,  (617)  482-6262,  www. 
pier4.com. 
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BADGLEY  MISCHKA  PLATINUM:  select  Neiman 
Marcus  stores 

BILL  BLASS:  select  Saks  Fifth  Avenue  and  Neiman 
Marcus  stores 

BOTTEGA  VENETA:  Bottega  Veneta  boutiques, 
(877)  362-1715,  www.bottegaveneta.com 

BROOKS  BROTHERS:  select  Brooks  Brothers 
stores,  www.brooksbrothers.com 

CALVIN  KLEIN  COLLECTION:  Calvin  Klein, 
New  York,  (212)  292-9000 

CAMILLA  DIETZ  BERGERON,  LTD.:  Camilla  Dietz 
Bergeron,  Ltd.,  New  York,  (212)  794-9100; 
by  appointment  only 

CANALI:  select  Saks  Fifth  Avenue,  Nordstrom  and 
Bloomingdale's  stores;  www.canali.it 

CHRISTIAN  LOUBOUTIN:  Christian  Louboutin 
boutiques,  www.christianlouboutin.fr 

COLE  HAAN:  Cole  Haan  stores,  (800)  201-8001, 
www.colehaan.com 

DAVID  CHU:  select  Saks  Fifth  Avenue  stores 

DAVID  YURMAN:  David  Yurman,  New  York  and 
Beverly  Hills,  www.davidyurman.com 

DIOR  HOMME:  Dior  Homme,  New  York, 

(212)  421-6009;  Las  Vegas,  (702)  735-1345;  and 

Beverly  Hills,  (310)  247-8003;  www.dior.com 

GUCCI:  select  Gucci  stores,  (800)  456-7663, 
www.gucci.com 

HARRYS  OF  LONDON:  Louis,  Boston,  (617)  262-6100 

HERMES:  Hermes  stores,  (800)  441-4488, 
www.hermes.com 

IRIDESSE:  Iridesse,  (866)  294-5503, 
www.iridesse.com 

JOHNSTON  &  MURPHY:  Johnston  &  Murphy 

stores,  (888)  792-3272, 
www.johnstonandmurphy.com 

KENTSHIRE  AT  BERGDORF  GOODMAN:  Bergdorf 
Goodman,  New  York,  (212)  872-8653, 
www.kentshire.com 

MARTIN  DINGMAN:  Mai 
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(800)  955-2358,  www.martindingman.com; 
Pockets,  Dallas;  and  Taylor  Richards  &  Conger, 
Charlotte,  NC 

MIKIMOTO:  Milcimoto,  New  York,  Beverly  Hills, 
Las  Vegas  and  South  Coast  Plaza,  Costa  Mesa,  CA 

NARCISO  RODRIGUEZ:  select  Barneys  New  York 

stores 

OSCAR  DE  LA  RENTA:  select  Neiman  Marcus  stores 

PANTHERELLA:  Pantherella  for  the  British 
Apparel  Group,  (800)  451-3985, 
www.britishapparel.com;  Bergdorf  Goodman 


Men,  New  York;  and  select  Barneys  New  York 
and  Neiman  Marcus  stores 


PRADA:  select  Barneys  New  York  stores 


RALPH  LAUREN  BLACK  LABEL:  select  Ralph 
Lauren  stores,  (888)  475-7674,  www.polo.corrd 


ROBERT  TALBOTT:  Robert  Talbott, 
www.roberrtalbott.com 

VALENTINO:  Valentino  boutiques;  vest  and  full 
dress  suit  available  by  special  order 

VALEXTRA:  Barneys  New  York,  (212)  833-258 


Advertiser™ 


dvertiser  Directory  Forbes 


To  receive  free  information  from  ForbesLife  advertisers,  contact  the  advertiser 
directly  by  website  visit  or  by  phone  call. 


iarel 
azzolo 

www.  ravazzolo.  com 
all  our  agent  for  the  U.S.: 
ano  Moresco  &  Co.,  Ltd. 
1-212-397-4300 

Dmotive 

>n  Martin  North  America 

n  Martin  is  the  world's  most 
isive  sports  car  company. 
;  1914,  it  has  created  motoring 
ids  culminating  in  today's  DB7 
age  and  V12  Vanquish. 
1-866-NA- Aston  or  visit 
/.astonmartin.com 

:k  Enclave 

finest  luxury  crossover  ever! 
www.buick.com 

iliac  Motor  Division 

llac:  Break  Through! 
www.cadillac.com 

ysler  SRT 

the  Power  Elite! 
www.drivesrt.com 

)  Tires 

Ibyo  Tires  brand  represents 
ty,  innovation  and  value. 
:h  toyo.com  for  the  latest  tires 
your  passenger  car,  light  truck 

m 


green  Laurel  Hotels 

green  International  Hotels  in 
m,  Bangkok,  Penang,  Paris, 
;ukuoka,  decor,  facilities  and 
lomic  design  give  customer  a 
e  away  from  home"  feeling. 
1386-2-25048800  or  visit 
evergreen-hotels.com 


Mandarin  Oriental  Hotel  Group 

Visit  www.mandarinoriental.com 

Oberoi  Hotels 

Visit  www.oberoihotels.com 

Westin 

Westin  offers  guests  an  experience 

that  will  rejuvenate,  renew  and 

restore  their  mind,  body  and  spirit. 

This  is  how  it  should  feel. 

Westin  Hotels  8c  Resorts. 

For  more  information,  please  visit 

www.westin.com. 

Jewelry/Watches 
Ball  Watch 

Ball  Watch  is  considered  by  many 
to  be  one  of  the  most  rugged 
watches  in  the  world.  Started  in 
Cleveland  in  1891.  For  a  dealer  near 
you  visit  www.ballwatch.com  or 
call  1-727-896-4278. 

Jean  Dunand 

JEAN  DUNAND  Pieces  Uniques 
define  the  superwatches  of  the  2 1  st 
century- extreme  technical 
innovation,  precision  engineering, 
exceptional  manufacturing,  and 
one-of-a-kind  timepieces. 
Call  1-570.650.5190  or  visit 
www.jeandunand.com. 

Luxury  Residential 
Development 
Sentosa  Cove 

Visit  www.sentosacove.com.sg 


Real  Estate 

The  Residence  at  Kapalua  Bay 

The  Residences  at  Kapalua:  Maui. 
Luxury  3  to  4  bedroom  beachfront 
private  residences.Uncompromising 
detail,  Extraordinary  setting. 
The  Residences  at  Kapalua  Bay. 
Visit  www.go-kapalua.com  or  call 
1-800-545-VIEW 

Tourism 

Israel  Ministry  Of  Tourism 

YOU'LL  LOVE  ISRAEL  FROM 
THE  FIRST  "SHALOM."  Enjoy  the 
world's  warmest  welcome  and  an 
unforgettable  vacation  in  the  land 
where  you  touch  history  -  and  feel 
the  future. 

Visit  www.goisrael.com/bestdeals. 

Turks  and  Caicos 

The  Turks  and  Caicos  comprise  of 
40  islands,  eight  of  which  are 
inhabited,  and  renowned  for  their 
award-winning  beaches,  exciting 
sporting  activities  and  world-class 
resorts. 

Call  1-800-241-0824  or  visit 
wwAv.turksandcaicostourism.com. 

Hertz 

The  Hertz  Collections.  Reserve  the 
specific  car  you  want  from  the 
Hertz  Prestige,  Fun  and  Creen 
Collections. 

It's  another  reason  why  We're 

Hertz.  They're  Not. 

Call  1-800-654-3131  or  visit 

www.hertz.com. 
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Spain's  Joy  of  Cooking]  Halberstam's  latest  and  last  j  Classical's  It  composer  j  Mirren's  Detective  Tennison  leaves  the  buili 


1080  RECIPES, 

by  Simone  Ortega; 
Phaidon;  $40 


1 080  Recipes— The  Joy  of 
Cooking  for  the  cocina — has 
shown  millions  of  Spaniards 
how  to  master  their  kitchens. 
Now  it's  available  in  English  for 
the  first  time,  bringing 


authentic  Mediterranean  flavor  across  the 
Atlantic.  Simone  Ortega,  a  Frenchwoman- 
turned-Barcelona-housewife,  wrote  the 
first  edition  35  years  ago,  and  she 
continues  her  hand-holding  formula  today 
with  unpretentious,  traditional  cuisine 
from  all  of  Spain's  diverse  regions.  There 
are  the  requisite  half-dozen  paella  recipes 
and  a  how-to  guide  to  flipping  an  omelet, 
but  gourmets  take  heart:  An  introduction 


by  world-famous 
chef  Ferran  Adriat 
best  known  for 
"culinary  foam"  a 
El  Bulli's  30-couit 
menu — proves 
this  cookbook  is  a 
aspirational  as 
it  is  instructional 
Each  paragraph- 
long  recipe  offersi 
no-nonsense  directions,  substitution 
suggestions  and  health  notes.  (Some 
hard-to-find  ingredients  may  require 
a  trip  to  a  specialty  foods  store.) 
The  illustrations  by  famed  artist  Javier 
Mariscal  add  whimsy  if  not  guidance- 
that's  left  to  the  100  mouthwatering 
photographs.  And  the  breadth  of  recipe 
is  simply  staggering:  from  marinated 
hare  stew  and  bonito  marmttako  to 
barbecued  melon  and  creme  caramel. 
Start  stocking  up  on  saffron  now. 
1080  Recipes  deserves  to  be  as 
dog-eared,  oil-spattered  and  chocolates 
smudged  as  aJI  the  other  classics  in 
your  kitchen.  —STEPHANIE  COOPERM 

THE  COLDEST  WINTER, 

by  David  Halberstam;  Hyperion;  $3S 


David 

Halbersti 


"Seldom  has  a  more 
unpopular  man  fired 
a  more  popular  one," 
proclaimed  Time 
magazine  in  April 
1951,  announcing 
President  Harry 
Truman's  decision  to 
recall  General  Douglas 
MacArthur  from  Korea. 
Arguably  the  most  memorable  moment 
in  America's  least  remembered  war,  it] 
also  the  rare  decisive  battle  in  a  vaguei 
understood,  three-year-long  stalemate. 
"Korea  [did]  not  prove  a  great  national 
war  of  unifying  singular  purpose,  as 
World  War  II  had  been,  nor  [did]  it,  like 
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am  a  generation  later,  divide 
hus  haunt  the  nation,"  writes  David 
srstam  in  The  Coldest  Winter. 
;a  was  a  war  that  sometimes 
ed  to  have  been  orphaned  by 
y."  In  his  extraordinary  final  book, 
ileted  days  before  his  untimely 
i,  Halberstam  brings  his  renowned 
nand  of  history  to  that  era, 
ing  the  war  from  near  oblivion 
gh  interviews  with  soldiers 
ixcavation  of  archives.  What 
ges,  over  more  than  700  riveting 
is  a  detailed  battlefield  account 
ed  with  a  keen  examination 
w  the  war  was  perceived,  as  it 
essed,  by  key  figures  including 
an,  Mao  and  Stalin.  All  angles  are 
dered,  even  the  legacy  of  Pinky 
irthur,  Douglas'  overweening 
er,  in  the  General's  attempt  to  wage 
nth  China  against  the  President's 
is.  Halberstam's  multifaceted 
sis  is  a  model  not  only  for 
5  historians  but  also  for  aspiring 
;men.— JONATHON  KEATS 


BIOSHOCK,  2K  Games,  $50  (Xbox  360,  PC) 


We  always  knew  there  was  something  fishy  about  Ayn  Rand.  In  BioShock,  an 
uncommonly  handsome  first-person  shooter,  the  '40s-era  Objectivist 
underwater  Utopia  of  Rapture  has  gone  violently  wrong.  This  ruined  Art  Deco 
city,  with  its  spooky,  waterlogged  cocktail  lounges,  ubiquitous  ideological 
sloganeering  and  genetically  mutated  baddies  in  Jazz  Age  suits,  is  video-game 
art  direction  at  its  finest.  Gameplay,  of  course,  is  a  four-square,  adrenalized  shoot- 
'em-up,  but  striking,  genuinely  scary  atmospherics — especially  the  little  girl  with  that 
giant  syringe — make  even  a  blaze  of  bullets  interesting.  —TAYLOR  ANTRIM 


SIMON  SCHAMA'S  POWER 
OF  ART;  BBC  Video;  $50 

English-born  Columbia  professor 
Simon  Schama  isn't  an  art 
historian  by  trade  or  training 
(his  previous  series  on  PBS,  you 
may  remember,  was  The  History 

Bof  Britain),  but  he  plays  one  on 
TV  with  passionate  virtuosity. 
Each  of  these  entertaining 
m     episodes  centers  on  a  single 
masterwork — Picasso's 
Guernica,  for  example — 
H|        as  a  portal  into  a  particular 
Jp  artist's  life,  mind  and 

soul.  The  artists  are 
portrayed  in  surprisingly  well- 
jht  scenarios  by  actors  (Van  Gogh 
^aravaggio,  for  example,  are 
>priately  harrowing),  and  there  are 
ng  cutaways  to  suggestive  landscape 
res,  light  effects  and  symbols.  But 
arrative  is  carried  entirely  by 
ma,  a  soft-spoken,  mildly  fidgety, 
ish  man  with  a  wicked  wit  and  a 
is  for  the  summary  epigram, 
ody  relishes  a  Schama  apercu  like 
ma  himself;  he  is  so  close  to  purring 
he  dismisses  a  popular  French 
of  the  1780s  as  a  painter  of  "rosy 


bums,  romping  on  frothy  billows,"  you 
almost  imagine  him  licking  the  milk  from 
his  whiskers.)  Schama  showers  context 
on  the  works,  and  it  transforms  them  for 
us.  Maybe  he  isn't  the  first  to  note  that 
"This  is  what  Britain  was  for  Turner... an 
irresistibly  operatic  arrangement  of 
light,  air  and  water — elemental,  heroic, 
legendary,"  but  if  the  observation  had 
escaped  you,  you  will  never  again  look  at 
a  Turner  canvas  the  same  way.  Call  it  a 
coincidence  of  phonetics,  but  there  is 
something  shamanlike  in  Schama's  sense 
of  his  artists:  They  aren't  just  people 
daubing  paint  or  chipping  at  rocks;  they 
seethe  with  mystery  and  fire,  call  down 
the  gods,  render  the  invisible.  He  makes 
a  persuasive  case  for  these  flawed,  often 
tormented  individuals  as  little  less  than 
agents  of  the  divine.  —RICHARD  NALLEY 

PRIME  SUSPECT: 
The  Final  Act; 
Acorn;  $30 

Since  we  met  her  in  1992, 
Helen  Mirren's  Detective 
Superintendent  Jane  Tennison — the  last 
stiff-upper-lip  in  Albion — has  won  us  over 
with  an  affecting  mix  of  steely-eyed 
confidence  and  surprising  vulnerabilities. 


Now,  facing  the  scythe-edge  of 
retirement,  the  whiskey  bottle  whispering 
its  siren  song,  she  has  sprung  all-out, 
below-the-wateriine  leaks.  As 
Mirren/Tennison  answers  the  bugle  one 
last  time,  director  Philip  Martin  keeps 
weaving  in  for  handheld  close-ups 
of  that  fabulous  face,  but  lingering  on  her 
red-rimmed  eyes  and  the  lines  around 
her  mouth.  For  all  the  stock  situations 
police  procedurals  employ  to  isolate  their 
protagonists  (His  wife  is  leaving!  The 
lieutenant  wants  his  badge!)  none  have 
depicted  lonely  courage  quite  like  this: 
Getting  through  her  day  is  like  executing 
an  intricate,  public  dance — a  sacrament, 
even — while  the  earth  crumbles  beneath 
her.  When  a  14-year-old  girl  turns 
up  murdered,  Tennison  plunges  into  the 
hivelike  landscape  of  London's  public 
housing  districts — all  harsh  light 
and  queasy  shadows — and  their  wised- 
up,  sexed-up  teenagers.  The  plotline 
offers  satisfying  twists  and  enough 
red  herrings  for  a  seafood  buffet.  But 
for  Prime  Suspect  fans  it  is  all  about  the 
lady  cop  and  the  state  of  her  interior 
life;  Mirren  herself  infuses  these  last 
episodes  with  their  haunted,  crepuscular 
power.  Bloodied,  but  still  unbowed, 
Jane  Tennison  has  left  the  building.  — RN 
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OCEANA, 
Osvaldo  Goiijov; 
Deutsche 
Grammophon; 
$17 

Though  you'll  find 
Osvaldo  Golijov's 
latest  CD,  Oceana, 
filed  in  the  classical  music 
section,  it  doesn't  exactly  belong  there. 
Here  is  a  composer  who  treats  whole 
musical  styles  and  genres  like  swatches 
he  can  mix  and  match  at  will.  One 
moment  you're  listening  to  a  Flamenco 
dirge,  the  next  a  Brazilian  samba,  then  a 
stirring  choral  climax  ripped  from  a 
Puccini  opera.  It  would  be  jarring  if  the 
disparate  elements  didn't  blend  with 
such  lovely  coherence.  A  piece  entitled 
"Tenebrae,"  performed  by  the  Kronos 
Quartet,  seems  to  flit  from  Steve  Reich 
to  Bach  to  Morricone  to  Philip  Glass 
and  back  again.  In  short,  Goiijov  is  a 

cake-and-eat-it-too  composer.  His 
music  is  boldly  eclectic,  mentally 


challenging  and  decidedly 
modern,  yet  never 
chaotic  or  in-your-face 
experimental.  It's 
refreshingly  accessible,  in 
fact,  which  helps  account 
for  his  being  the  living 
composer  audiences  can't 
seem  to  get  enough  of 
right  now.  Oceana,  which 
follows  fast  on  the  heels  of  last  year's 
excellent  release,  Ainadamar,  will  only 
enhance  that  reputation. 

—THOMAS  JACKSON 

YOU  FOLLOW  ME, 

Nina  Nastasia  and  Jim 
White,  FatCat  Records,  $14 

Nina  Nastasia  has  a  pretty 
voice  and  plucks  out  good, 
moody  melodies  on  an 
acoustic  guitar.  Well,  so  do  a 
lot  of  singer-songwriters,  but  pair  her  with 
avant-garde  Australian  drummer  Jim 


Dirty  Three,  and  her  simple  tunes  becon 
compelling  exercises  in  counterpoint. 
White  has  played  in  Nastasia's  backing 
band  before,  but  on  You  Follow  Me,  her 
fifth  album,  it's  just  the  two  of  them — 
voice  and  guitar  and  drums,  though 
the  tracks  are  anything  but  spare.  "Our 
Discussion"  is  a  deceptively  sweet- 
sounding  falling-out-of-love  ditty  made 
taut  and  anxious  by  a  pitter-pat 
improvisation  of  snare  and  bass  drum. 
"The  Day  I  Would  Bury  You"  starts  as 

a  gentle  dirge,  but  the 
White  lays  on  a  welter 
of  cymbals  and  jazzilj 
syncopated  rhythms. 
Nastasia  and  White's 
more  complex 
compositions  reward 
close  listening — but 
there  are  straightforw; 
pleasures  as  well, 
like  the  near-rocker 
"In  the  Evening"  and  the  lead-off  track, 
"I've  Been  Out  Walking,"  with  its 


White  of  cult  favorite  instrumental  act  the      haunting  lyrics  and  pop-song  heart. 


HOW  THE  OTHER  HALF 
EXTENDS  THEIR  SUMMER 


With  two  miles  of  white  sand  beach,  championship  golf,  and  luxurious 
accommodations,  Half  Moon  is  perfect  for  that  endless  summer  getaway. 

On-site  call  centre:  1-877-HALFMOON  •  www.halfmoon.com 


Half  Moon 


ROSE  HALL,  JAMAICA 


wellness  experts  |  fitness  classes  |  spa  treatments  |  medical  programs  |  nutritious  cuisine  |  all-inclusive  packages 


Francis  Ford  Coppola  returns  to  his  first  love — 
personal-scale  filmmaking — with  the  late-fall  debut 
of  Youth  Without  Youth,  a  philosophical,  mystical 
story  from  a  novella  by  Mircea  Eliade  about  an  aging 
professor  (Tim  Roth)  who  is  hit  by  lightning  and  restored  to 
his  30s.  Coppola,  now  68  himself,  and  abuzz  with 
moviemaking,  winemaking  and  resort-building  projects, 
appears  to  have  been  electrified  by  the  same  bolt. 

If  lightning  struck  and  turned  you  33  again,  what  would  you  do 
with  the  extra  timet 

I  would  make  this  movie,  because  basically  that  is  exacdy 
what  did  happen.  In  my  mind,  I  became  more  that  filmmaker 
I  would  have  been  if  I  were  a  young  man  and  had  not  made 
The  Godfather.  It  would  have  been  like  if  after  The  Conversation 
and  The  Rain  People  I  had  made  Youth  Without  Youth,  like 
having  a  second  career,  not  as  a  big-shot  industry  director  but 
as  someone  who  makes  more  modest  productions  from 
subject  matter  that  interests  me. 

In  a  sense,  then,  this  movie  is  about  you  going  hack  to  that  pre- 
Godfather  fork  in  the  road  and  taking  the  other  fork? 
Yeah,  though  I  think  in  all  the  movies  you  make  there  is  some 
aspect  of  yourself.  Throughout  my  career  people  have 
commented,  when  I  was  younger,  'Oh,  he's  like  Michael 
Corleone.  he's  cold  and  calculating  and  deals  with  the  studio,' 
then  with  Apocalypse  Now,  'no,  he's  an  out-of-control 
megalomaniac  off  in  the  jungle.'  In  Youth  Without  Youth  I  am 
that  older  man  who  was  working  all  his  life  on  something  and 
metaphorically  weeping  at  night  because  he  could  never  finish. 
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nascent  project  in  Mexico,  a  future  boutique  hotel  in  Bueno 
Aires  and  a  grand  palazzo  in  Basilicata  [Italy]  that's  wrappec 
tarpaulins  right  now  and  should  open  in  a  year  and  a  half  or 

Are  you  responding  to  your  own  travel  experiences  when  you  crt 
these  resorts? 

I  am  mainly  just  pursuing  things  I  like.  There's  the  question 
of,  well,  it  would  be  nice  to  have  a  jungle  hideaway,  but 
who's  gonna  take  care  of  it  when  you're  not  there?  And  tha; 
the  first  step  in  making  it  a  resort,  because  you  begin  to 
think,  If  someone  has  to  take  care  of  it,  who's  gonna  pay  foil 
that?  And  then  you  think,  Maybe  other  people  will! 


Are  there  certain  features  of  the  resorts  that  you  can  point  to  as 
Coppola  touches? 

There  are  many,  many  details  at  our  resorts  that  are  just 
peculiar,  and  I  think  that's  a  source  of  delight  for  our  guests! 
How  are  you  going  to  call  the  desk  and  ask  for  coffee? 
The  Shellphone.  The  Shellphones  have  a  wooden  base  thai 
looks  like  a  1915  Edison  Victrola,  and  on  it  is  a  beautiful 
conch  shell.  If  you  touch  the  switch,  the  shell  lights  up  andl 
you  say,  "I'd  like  two  pizzas  and  a  cappuccino  and  a  daiquiri 
We  are  the  leaders,  by  the  way,  in  shellular  technology. 

You've  made  big  changes  in  your  wine  business,  including  buyin 
the  old  Chateau  Souverain  in  Sonoma. 
[Over  the  years]  we  became,  almost  by  accident,  custodians 
of  the  historic  1,800-acre  Inglenook  estate  and  put  it  back 
together  as  Niebaum-Coppola.  It  was  still  the  queen  of  Na 
Valley,  although  various  corporations  had  dismembered  it  I 
and  trashed  the  Inglenook  name.  Before  you  knew  it,  we  hi 
more  visitors  than  we  had  wine,  and  various  secondary 
brands  began  to  evolve. 

Now  we  have  split  the  company  into  two  and  taken  the 
Coppola  name  off  the  ultrapremium  wine,  the  one  made 
at  the  old  Inglenook,  which  is  now  called  Rubicon  Estate. 
We  moved  all  the  other  businesses  that  had  grown  up  aroui 
it — those  "other"  brands  are  now  over  a  million  cases  of  wi 
I  bought  the  winery  in  Sonoma  [renamed  Francis  Ford 
Coppola  Presents  ROSSO  8c  BIANCO],  which  is  devoted  to 
innovation  and  to  good  wine  that  is  more. .  .available. 


And  you  keep  starting  new  projects — you  already  own  three 

resorts,  and  are  building  more? 

"Yes,  we  have  two  now  in  Belize  [Blancaneaux  Lodge  and 
Turtle  Inn]  and  one  in  Guatemala  [La  Lancha]. There  is  a 


Is  there  a  unified field  theory  of  Francis  Coppola?  Films-wine' 
resorts — is  there  a  theme  that  ties  it  all  together? 
Enjoyment.  Pleasure.  Authenticity.  I'm  not  in  the  fertilizer 
business,  am  I?  Not  that  that  is  a  bad  thing.  • 
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The  SRT  engineers  set  out  td  create  a  wolf  in 

SHEEP'S   CLOTHING   AND   ENDED   UP  WITH  NOTHING 
SHDRT  OF  THE   FASTEST  VEHICLE   IN    ITS   CLASS*:  A 
VERSATILE  MASTERPIECE  CAPABLE  OF  TRAVELING  FROM 
□  -6D    MPH    IN   UNDER   FIVE   SECONDS  -  WET  OR  DRY. 

Behold  the  Jeep  Grand  Cherokee  SRTB.®  With 
an   active   full-time  transfer   case,  its 
•4-wheel-drive  system  has  been  fortified  to 
handle  all  4  2d  horsepower  of  its  s.  1  -  liter  srt 
hemi®  vb.  qn  2q-inch  forged  aluminum  wheels, 
this  beast  can  dig  its  claws  into  the  tarmac 
with  a  vigor  unlike  any  other,  rain  or  shine. 
Welcome  to  world  class.  Visit  drivesrt.com 
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•Based  on  2DD7  Automotive  News  Segmentation. 

AND   SRTB  ARE  REGISTERED  TRADEMARKS   DF   DAIMLER  CHRYSLER  CORPORATION. 
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ot  getting  the  most  out  of  your  old  notebook? 
CDW  has  new  technology  that  can  help. 


^/         .  •DVD±RWdri 

^K"  •  15.4"  WXGA 

I  :  ;  ' 

■  ■  " 


Lenovo  ThinkPad  T61  with  Fingerprint  Reader 

•  Intel*  Centrino®  Duo  Processor  Technology 

-  InteP  Core"  2  Duo  Processor  T7100  (1.80GHz) 

-  Intel16  PRO/Wireless  3945  Network  Connection  (802.11a/b/g) 

•  Memory:  1GB 
•DVD±RW  drive 
•15.4"  WXGA  display 


Lenovo  ThinkPad  T60  Series 
Advanced  Mini  Dock 

•  Eliminates  the  hassle  of  disconnecting  cables  each 
time  you  are  away  from  your  desk 

•  Parallel,  serial,  RJ-45  and  RJ-11  connectivity 

•  Four  USB  Type-A  ports 

$219.99  CDW  857421 


Express  Replacement  Assistance  with  24-hour  replacement.  'Adobe  Open  Options  (A00)  volume  licensing  available;  call  your  CDW  account  manager  for  details  Offer  subject  to  CDW's  standard  terms  and  conditions  of  sale,  available 
at  CDW.com.  ©2007  CDW  Corporation 


A  MITSUBISHI 


Mitsubishi  XD470U 

•  3000  ANSI  lumens  XGA  projector 

•  Lamp  life:  up  to  2000  hours,  3000  hours  in  low  mode 

•  Three-year  full  parts  and  labor,  three-year  ERA'  and 
90-day  lamp  warranty 

$1795.99  CDW  1233816 


Lenovo  ThinkPad®  X61  Tablet  PC 

•  Intel®  Centrino®  Duo  Processor  Technology 

-  Intel6  Core"  2  Duo  Processor  L7500  (1.60GHz) 

-  Intel8  PRO/Wireless  3945  Network  Connection  (802.11a/b/g) 

•  Memory:  1GB 

•  12.1"  XGA  display  with  tablet  functionality 

•  Windows  Vista  "  Business  Edition 


Licensing  available' 


Adobe  Acrobat  8  Professional  ^ 

•  Auto-recognize  form  fields  A( 

•  Enable  advanced  features  in  Adobe"  Reader'6 

For  Windows9 

Upgrade  from  Acrobat  Standard  $152.99  CDW  1029708 

Upgrade  from  Acrobat  7  Professional  $152.99  CDW  1029707 

Full  version  $425.99  CDW  1029706 


We're  there  with  the  technology  solutions  you  need. 

With  the  benefits  of  today's  improved  technology,  there's  never  been  a  better 
time  to  upgrade  your  systems.  At  CDW,  we're  there  with  a  dedicated  personal 
account  manager  who  has  all  the  notebook  knowledge  you  need  to  help  you 
become  more  efficient  in  the  office.  And  with  best-of-breed  products  from  the 
top  names  in  the  industry,  you  not  only  get  what  you  need/you  get  it  whenever 
you  need  it.  So  call  CDW  today  and  get  the  technology  you  need  to  make  the 
most  of  your  day. 


CDW.com  800.399.4CDW 


The  Right  Technology.  Right  Away.' 


Partner  with  Citi  and  you'll  be  working  with 
a  global  financial  institution  of  extensive 
experience  and  resources. 

From  strategic  advice  to  capital  raising  and 
transaction  services  we  have  knowledge  and 
expertise  across  a  vast  number  of  industries 
and  cultures. 

No  matter  how  great  the  undertaking,  or  how 
tight  the  timetable,  we  can  help  you  create 
the  right  solution  -  the  type  of  solution  that 
begins  with  a  conversation  and  ends  with 
applause  at  shareholders'  meetings. 

Find  out  what  Citi  can  do  for  you. 
Visit  citi.com/letsgetitdone 
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Fructose  Nation 

VITAMIN  BEER?  AS  IF  THE  RIBOFLAVIN  WERE  GOING  TO  LESSEN 
the  damage  this  stuff  does  to  your  paunch?  Christopher  HelmarJ 
describes  the  curious  brew  on  page  71. 

The  vita-beer  has  a  lot  of  company  on  the  deli  shelf.  "Bran' 
muffins  that  are  just  cupcakes  with  a  dash  of  bran.  "Yogurt"  pret 
zels  whose  dominant  ingredients  are  sugar  and  palm  oil] 
Vitaminwater,  which  is  more  sugar  than  vitamins.  "Energy" 
drinks  that  have  taurine,  as  if  that  dubious  chemical  were  what) 
gave  you  a  lift.  Whole  wheat  Krispy 
Kremes. 

All  this  junk  food  with  a  veneer 
of  virtue  is  enough  to  turn  Michael 
Jacobson's  stomach.  For  a  third  of  a 
century  he  and  his  Center  for  Science 
in  the  Public  Interest  have  been 
preaching  to  Americas  consumers, 
and  to  the  food  manufactures  who 
feed  their  addictions,  to  repent.  No, 
there  isn't  any  huge  vitamin  shortage 
that  needs  to  be  corrected,  he  declares. 
There  is  a  great  excess  of  saturated  fat 
and  sweeteners. 

Sermons  from  the  food  police 
have  failed  to  shrink  waistlines.  But  they  are  having  a  visibl 
impact  on  the  way  food  is  marketed:  a  proliferation  of  nutritional 
claims.  For  an  eater  suffering  from  a  guilty  conscience,  a  spoon 
ful  of  vitamins  makes  the  fattening  food  go  down. 

The  most  imperious  of  the  nutrition  nannies  would  have  the 
federal  government  crack  down  on  junk,  banning  it  from  schools 
or  even  taxing  it.  Here's  a  more  measured  response.  Let's  transfe: 
control  of  food  labeling  to  an  agency  with  the  mentality  of  fhfi 
Securities  &  Exchange  Commission.  The  philosophy  there  is  thai 
it's  better  to  regulate  disclosure  than  content.  Companies  subjeel 
to  the  SEC  can  peddle  almost  any  security  they  want,  so  long  as 
it's  honestly  labeled.  Look  around  and  you  will  see  plenty  of  SEC 
registered  garbage  trading  on  Wall  Street.  But  you  won't  see  a 
product  branded  "High  Performance  Fund." 

An  SEC-regulated  supermarket  would  have  the  same  naughty 
foods,  but  they  wouldn't  sell  quite  as  well,  because  their  labels 
would  be  brutally  candid.  Vitaminwater  would  have  to  relaunch 
as  Fructose  Water.  The  Nutri-Grain  name  would  vanish  from 
wrappers  in  favor  of  the  more  direct  Kellogg's  Gooey  Cookie 
"Energy  bars"  would  have  to  make  it  clearer  what  they  are  get- 
ting at;  since  energy  is  measured  in  calories,  these  would  become 
"calorie  bars."  Red  Bull  would  become  Caffeine  Bull. 

You  won't  be  denied  your  guilty  pleasures.  But  you  will  fee. 
guiltier. 
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Readers  Say 

READERS@FORBES.COM 


Power  Priorities 

Abigail  Johnson,  president  of  the  Institutional 
Retirement  Services  group  at  Fidelity,  didn't  make  the 
cut  ("The  World's  Most  Powerful  Women,"  Sept.  17, 
p.  126)7.  Probably  wields  more  influence  on  any  given 
Monday  morning  than  Christie  Hefner  does  in  a  year. 

GARY  GREEN 
Phoenix,  Ariz. 


Africa  Overlooked 


How  can  Ellen  Johnson -Sirleaf,  the  only  female  president  on  the  continent  of 
Africa,  take  the  last  place  among  the  world's  most  powerful  women?  How  can 
ministers  of  countries  and  chief  executives  be  ranked  higher?  Johnson-Sirleaf 
has  also  held  top-level  positions  at  the  United  Nations  and  World  Bank. 

ALASCAL  WISNER 
Minneapolis,  Minn. 


Beltway  Brawn 


Why  are  the  CEOs  ranked  higher  than  Hillary  Clinton  and  Nancy  Pelosi? 
Strange,  very  strange.  I  also  don't  understand  why  Katie  Couric  and  Meredith 
Vieira  are  on  this  list?  C'mon,  they're  patsies  with  gracious  smiles.  Show  me 
the  testosterone. 

ORRIN  SCHWAB 
Aurora,  III. 


Metrics  Miss 


Why  propose  shorting  a  company's 
equity  based  on  the  relative  P/E  ratio  of  a 
stock  ("Hobbling,"  Sept.  17,  p.  208) 
within  an  industry  where  investors  have 
not  cared  about  P/Es  in  over  a  decade? 
Following  the  WorldCom/Qwest  fias- 
coes,  you  can't  blame  investors  for  sprint- 
ing ahead  of  P/Es.  At  the  end  of  the  day 
asset  values  and  cash  are  king  in  telcos. 
You  sorely  missed  this  in  your  recom- 
mendation to  short  Sprint-Nextel  stock. 

KURT  FAWKES 
Sterling,  Va. 


which  is  dependent  on  arable  land,  a 
fixed  commodity.  As  population 
increases,  people  must  move  to  the  cities 
or  leave  the  country  to  find  work.  Most 
immigrants,  both  legal  and  illegal,  are 
from  these  rural  areas. 

FRANZ  R.  BUSfl 
Santa  Fe,  N.M. 


Still  Friends 


Farm  Aid 


I  take  exception  to  Steve  Hanke's  com- 
ments about  Mexico  and,  for  that  matter, 
Central  America  ("Labor  Dumping," 
Sept.  3,  p.  146).  His  assertion  that  "the 
source  of  the  problem  [is]  Mexico's  sta- 
tist economy"  is  incorrect.  The  source  of 
the  problem  is  that  these  countries' 
economies  are  based  on  agriculture, 


In  "Shilling  Schilling"  (Sept.  3,  p.  128) 
we  said  that  pitcher  Curt  Schilling  had 
a  bitter  falling-out  with  his  agents  Jeff 
Borris  and  Dennis  Gilbert  of  the  Bev 
erly  Hills  Sports  Council.  Mr.  Gilbert 
left  that  firm  in  2000,  was  not  involved 
in  the  subsequent  fee  dispute  and  con 
tinues  to  be  on  friendly  terms  with  Mr. 
Schilling.  FORBES  regrets  implying 
otherwise. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Is  your  MFP  a  portal  for  identity  theft? 


I 


The  MX-Series  with  Sharp's  Data  Security  Kit. 

These  color  MFPs  help  prevent  sensitive  information  from  falling  into  the  wrong  hands  by 
providing  multiple  layers  of  advanced  security.  Combining  encryption,  overwrite  and  controlled 
network  access,  Sharp  provides  a  comprehensive  security  suite.  With  that  level  of  superior 
protection,  it's  no  wonder  Sharp  won  BERTLV'Best  Security  Solutions  Suite  for  a  full  MFP  Range" 
in  2007  and  BLI's  "Pick  of  the  Year"  in  2006  for  the  MX-FRX  Data  Security  Kit.  The  MX-Series  is 
more  than  a  multifunction  product.  It's  a  multifunction  portal.  So  why  are  you  still  working  with 
a  limited  MFP?  Visit  sharpusa.eom/security 
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e  tax  man  comes, 
you  don't  have  to  be  so  generous. 


Fidelity  tax-advantaged  funds. 


With  a  variety  of  national  municipal  funds  we  can  help  you  get  more  out  of  your  money  by 
managing  your  exposure  to  federal  income  tax  and  the  federal  Alternative  Minimum  Tax 
(AMT).  We  also  offer  municipal  funds  that  can  help  you  manage  state  income  taxes.  And  if  you 
live  in  California,  New  York,  New  Jersey,  or  Massachusetts,  we  have  state  funds  that  may  help 
reduce  your  federal  AMT  as  well.  So  your  money  can  work  harder  for  you,  not  your  Uncle  Sam. 


Visit  Fidelity.com/AMTfree  now. 


Fidelity 

Smart  move: 


1  800  FIDELITY  |  Fidelity.com/AMTfree 


An  investment  in  a  money  market  fund  is  not  insured  or  guaranteed  by  the  Federal  Deposit  Insurance  Corporatioi 
or  any  other  government  agency.  Although  the  fund  seeks  to  preserve  the  value  of  your  investment  at  $1.00  per 

share,  it  is  possible  to  lose  money  by  investing  in  the  fund. 

Fidelity's  tax-advantaged  funds  will  not  be  appropriate  for  all  investors.  Please  consult  your  tax  advisor  for  further  assistance. 
The  municipal  market  is  volatile  and  can  be  significantly  affected  by  adverse  tax,  legislative,  or  political  changes  and  the  financial  conditil 
of  the  issuers  of  municipal  securities.  A  portion  of  the  dividends  you  receive  may  be  subject  to  federal,  state,  or  local  income  tax,  or  ml 
leral  Alternative  Minimum  Tax. 

Before  investing,  consider  the  funds'  investment  objectives,  risks,  charges,  and  expenses. 
Contact  Fidelity  for  a  prospectus  containing  this  information.  Read  it  carefully. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC  46991 


Fact  and  Comment 

5y  Steve  Forbes,  Editor-in-Chief 
With  all  thy  getting  get  understanding." 


Winning 

:ONGRESS  IS  IN  FULL-THROATED  DEBATE  OVER  THE  IRAQ  WAR. 
"he  media  are  loaded  with  war- related  stories.  Ignore  all  of  it. 

The  best  media  coverage  of  the  war  in  Iraq  was  supplied  recently 
i  the  New  York  Post  by  Ralph  Peters,  a  retired  Army  officer  turned 
onsultant/pundit  (click  on  Opinion  at  nypostcom  for  stories).  He  spent 
lore  than  a  week  living  with  Marines  and  soldiers  doing  the  nitty- 
ritty  patrolling,  fighting  and  rebuilding  there.  Having  been  a  career 
lilitary  officer,  Peters  quickly  saw  the  real  situation.  His  conclusion: 
inally,  after  four  years,  we're  getting  the  prosecution  of  this  war  right. 
)ur  troops  are  making  remarkable  progress  in  routing  the  insur- 
ents.  If  we  stay  the  course,  al  Qaeda's  forces  in  Iraq  will  soon  suf- 
ir  a  catastrophic  defeat,  and  the  whole  Muslim  world  will  know  it. 

Its  not  that  we've  just  poured  in  more  troops.  Thanks  to  Gen- 
ral  David  Petraeus,  Commanding  General  of  the  Multi-National 
brce-Iraq,  we  have  adopted  a  coherent  and  effective  military 
trategy.  Instead  of  clearing  out  a  bad  area  and  quickly  turning  it 
ver  to  ill-prepared  Iraqi  troops  or  militias,  we're  staying.  We're 
lso  pursuing  the  bad  guys,  preventing  them  from  regrouping, 
athering  reinforcements  and  coming  back  after  us. 

This  is  Counterinsurgency  101:  You  can't  win  until  you 
ecure  the  population.  Once  people  feel  safe,  they'll  have  every 
icentive  to  cooperate  with  us.  They'll  also  start  to  create  local 
elf-governments,  civil  society  and  commerce. 

Even  though  Iraq's  national  government  remains  weak,  with 
ndless  bickering  over  patronage  and  too  many  officials  seemingly 
itent  on  lining  their  pockets,  effective  governance  is  starting  to 
jappear  at  the  local  level.  Al  Qaeda  and  its  allies  now  have  no  more 
afe  areas  in  Iraq.  They  will  continue  to  slaughter  civilians  to  create 
ie  impression  that  the  situation  is  deteriorating,  but  their  ability 
3  take  control  of  large  swaths  of  Iraq  has  been  obliterated.  Their 
ery  cruelty,  by  the  way,  is  a  critical  reason  that  more  and  more 
ibal  leaders  are  now  eager  to  work  with  us  instead  of  fighting  us. 


the  War 

Given  its  history  and  ethnic  animosities,  Iraq  will  not  become 
a  Jeffersonian  democracy  in  our  lifetime.  But  it  could  well  grow 
into  a  thriving,  tolerably  governed  nation  with  a  weak  central  gov- 
ernment and  very  effective  local  rule,  a  positive  and  vivid  con- 
trast to  many  other  Middle  East  states,  especially  Syria  and  Iran. 

The  real  danger  now  lies  not  in  Baghdad  or  onetime  al 
Qaeda-infested  Anbar  Province  but  in  Washington,  where  polit- 
ical pressures  may  force  us  to  draw  down  U.S.  forces  prematurely. 

American  public  perception  is  growing  that  the  war  is  at  last 
taking  a  turn  for  the  better.  But  this  change  may  not  happen  fast 
enough  to  stave  off  stupidity  on  Capitol  Hill.  Thankfully,  Presi- 
dent Bush's  stirring  throw-down-the-gauntlet  speech  in  August 
at  the  Veterans  of  Foreign  Wars  convention  and  his  surprise  visit 
to  Iraq  in  September  demonstrate  that  the  Commander  in  Chief 
has  no  intention  of  undercutting  our  newfound  successes  in  Iraq. 

One  big  rap  naysayers  repeat  is  that  the  Iraqi  government  still 
doesn't  have  its  act  together  (the  fact  that  Iraq's  U.S.-conceived  con- 
stitution makes  the  prime  minister  a  weak  figure  is  overlooked).  But 
badly  governed  or  militarily  weak  allies  haven't  led  to  disaster  in  the 
past.  American  troops  have  remained  on  the  Korean  peninsula  since 
the  armistice  in  1953.  For  decades  after  that  truce,  South  Korea  was 
incapable  of  defending  itself  against  North  Korea  on  its  own.  And 
Western  Europe  needed  a  U.S.  presence  against  the  Soviet  Union 
from  the  end  of  World  War  II  to  the  end  of  the  Cold  War. 

Even  though  we  are  now  succeeding  in  defeating  insurgents 
in  Iraq,  the  White  House  still  isn't  getting  everything  right.  Max 
Boot,  a  senior  fellow  at  the  Council  on  Foreign  Relations  and  an 
expert  on  guerrilla  warfare,  in  an  otherwise  favorable  Wall  Street 
Journal  piece,  takes  the  Administration  to  task  for  not  doing 
more  to  stop  Syria  from  being  a  sanctuary  for  Iraqi  insurgents. 

And,  of  course,  President  Bush  has  yet  to  deal  with  the  biggest 
font  of  Islamic  fanaticism  today  and  soon-to-be  nuclear  power,  Iran. 


Cut  Out  the  Middleman 


HE  NEXT  TIME  A  HURRICANE  KA- 
rina-like  disaster  hits,  the  best 
esponse  by  Washington  might  be  just 
d  send  everyone  a  check.  The  private 
ector  and  private  charities  would 
ertainly  meet  people's  immediate 
leeds  faster  than  the  Federal  Emer- 
ency  Management  Agency  (FEMA) 
id.  The  military  services  could  pro- 
ide  needed  emergency  transports. 
>ut  to  get  people  back  on  their  feet, 
be  lesson  of  Katrina  would  seem  to 


Some  of  the  tens  of  thousands  of  mobile  homes  FEMA 
bought  but  never  gave  to  Hurricane  Katrina  victims. 


be  to  give  victims  money  directly. 

Facetious?  Then  consider  this.  The 
other  day  the  White  House  released  a 
fact  sheet  detailing  what  the  federal 
government  has  done  to  assist  New 
Orleans  and  other  Gulf  areas  in  their 
rebuilding  efforts.  The  sentence  that 
hits  you  between  the  eyes:  "The  fed- 
eral government  has  provided  more 
than  $114  billion  in  resources — $127  bil- 
lion including  tax  relief— to  the  Gulf 
region."  As  economist  and  CNBC's  host 


OCTOBER  1,  2007      FORBES  19 


Part  and  Comment 

of  Kudlow  &  Company  Larry  Kudlow  pointed  out:  "All  divvied 
up,  that  $127  billion  would  come  to  $425,000  per  person!"  In  New 
Orleans  a  family  of  four  would  thus  have  some  $1.7  million. 

Now,  if  that  couldn't  stimulate  a  fast  recovery,  nothing  else 
would.  The  money  would  have  been  spent  buying  livable  housing 
instead  of  on  all  those  unused  FEMA  trailers— with  no  need  to 
involve  thousands  of  bureaucrats.  And  if  disaster-hit  folks 
decided  to  move  elsewhere,  they  would  certainly  have  the  where- 
withal to  buy  very  nice  spreads  in  any  part  of  the  country,  except 


high-priced  parts  of  California  and  New  York. 

Another  effective  response  would  have  been  to  make  New 
Orleans  and  other  impacted  areas  tax-free  enterprise  zones  for  a 
period  of  time.  No  taxes  on  income,  businesses  or  property. 
Investment  money  would  have  flooded  in,  as  would  thousands 
of  Americans  looking  for  a  place  where  theyd  have  a  good 
chance  to  better  their  lot  in  life.  As  Kudlow  put  it:  "Private-sector 
entrepreneurs  would  have  succeeded  where  big-government 
bureaucrats  and  regulators  have  so  abysmally  failed." 


Dis-Degree-able  Conclusion 


ALMOST  ALL  SCHOOLS  GIVE  HIGHER  SALARIES  TO  TEACHERS  WHO 
have  masters  degrees,  the  idea  being  that  this  advanced  study  will 
make  them  more  effective  in  the  classroom.  But  a  recent  study  from 
the  National  Bureau  of  Economic  Research  (NBER)  has  found  that 
a  masters  degree  has  little  correlation  with  the  impact  a  teacher  has 
on  students  and  how  much  they  learn.  As  the  NBER  Digest  put  it: 
"Having  [a  teacher  with]  a  graduate  degree  has  little  effect  on  student 


achievement."  Other  objective  studies  have  made  similar  findings. 

What  does  impact  students  is  no  surprise:  Experience  itself 
counts;  actual  knowledge  of  the  subject  is  critical;  motivation  is) 
an  obvious  factor.  But  also  important,  of  course,  is  that  schools 
not  be  burdened  by  bureaucracy-loving,  to-heck-with-students 
unions  that  shirk  accountability  for  student  performance. 
Advanced  degrees  per  se  are  no  guarantee  of  competence. 


Malpractice 


The  Overlook— by  Michael  Connelly  (Litde,  Brown  &  Co.,  $21.99). 
Even  though  this  book  started  as  a  serial — originally  appearing  in 
16  installments  in  the  New  York  Times  Magazine — Connelly  has 
molded  it  mto  a  crisply  written,  smooth-flowing  and  gripping  mys- 
tery. The  hero,  Harry  Bosch,  is  an  LAPD  detective  who's  had  his 
share  of  internal  battles  with  higher-ups,  as  well  as  with  posturing 
politicians.  The  crime  scene  is  the  overlook  above  the  Mulholland 
Dam  in  Los  Angeles.  A  medical  physicist  has  been  executed,  and 
his  death  may  have  been  the  work  of  terrorists.  The 
victim  had  access  to  radioactive  cesium,  used  in  treat- 
ing cancer.  The  terrorists  had  seized  the  physicist's  wife 
and  told  him  to  get  as  much  cesium  as  possible,  if  he 
didn't  want  her  tortured  and  killed.  He  does  so,  but 
he — and  not  his  wife — ends  up  being  murdered. 

The  feds  get  involved,  since  the  cesium  could  be  used 
to  make  a  dirty  bomb.  The  FBI  agent  in  charge  turns 
out  to  be  Bosch's  onetime  girlfriend,  for  whom  he  still 
has  feelings.  While  the  feds  focus  on  the  radioactive  stuff, 
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Bosch  stubbornly  treats  the  case  as  a  homicide,  figuring  that  if  he 
gets  the  killers  he'll  get  the  deadly  material.  The  story  takes  place  dur 
ing  a  12-hour  period,  packing  in  plenty  of  heart-thumping  suspense. 
Excerpt:  "So  how  bad  is  this  stuff  going  to  be  if  it  gets  out  in  the  world?" 

Brenner  gave  it  some  thought  before  answering.  "It  is  all  about 
quantity,  delivery  and  location"  he  said.  "Those  are  the  variables. 
Cesium  has  a  30-year  half  life.  Generally,  they  consider  10  half-lifes 
the  safety  margin.  The  bottom  line  is  that  the  radiation  danger 
diminishes  by  half  every  30  years.  If  you  set  off  a  good 
amount  of  this  stuff  in  an  enclosed  environment — like 
maybe  a  subway  station  or  an  office  building—then 
that  place  could  be  shut  down  for  300  years" 
Bosch  was  stunned.  "What  about  people?" 
"Also  depends  on  dispersal  and  containment.  But  a 
body  count  is  not  what  this  would  be  about.  It's  the  fear 
factor.  You  set  something  off  like  this  and  what's  impor- 
tant is  the  wave  of  fear  it  sends  through  the  country.  A  place 
like  Los  Angeles?  It  would  never  be  the  same  again" 


RESTAURANTS:  GO,  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


Papatzul— 55  Grand  St.  (Tel.:  212-274-8225).  This  Mexican 
spot  in  SoHo  gives  a  warm  welcome  as  you  enter,  and  the  food 
measures  up  to  that:  first-rate  guacamole,  delicious  ceviche  and 
an  obscenely  tasty  appetizer  consisting  of  fresh  corn  on  the  cob 
rolled  in  a  creamy  sauce  and  sprinkled  with  chili  powder. 
Papatzul  successfully  duplicates  the  kind  of  food  and  atmos- 
phere you'd  come  across  at  somebody's  home  in  Mexico  City. 

Fabio  Piccolo  Fiore— 230  East  44th  St.  (Tel.:  212-922-0581). 
The  subterranean  dining  room  of  this  Italian  restaurant  is  cozy, 
and  the  staff  works  hard  to  be  accommodating  and  friendly, 


but  the  fare  is  disappointing.  Apart  from  an  impressive  red 
snapper  special  (a  well-seasoned  filet  steamed  in  its  own  juices 
along  with  slivers  of  zucchini,  potatoes  and  capers),  everything 
is  decidedly  ordinary. 

•  Stand— 24  East  12th  St.  (Tel.:  212-488-5900).  The  burgers  here 
are  more  sophisticated  and  innovative  yet  less  expensive  than  the 
classics  served  at  other  burger  hot  spots.  High  marks  to  the  veg- 
gie burger,  the  chicken  burger  and  the  chopped  steak.  The  coleslaw 
is  so-so,  but  the  onion  rings  are  extremely  light  and  crunchy.  The 
brownie  and  the  lime  yogurt  parfait  are  fabulous.  F 
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t's  our  job  to  help  make  sure  the  world  likes  what  it  sees. 
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Other  Comments 


Make  visible  what,  without  you,  might  perhaps  never  have  been  seen. 

— ROBERT  BRESSON 


Grandstanding  Instead  of  Governing  our 

active-duty  officers  stay  out  of  politics,  but  they  certainly  feel  its 
effects.  The  disgraceful  squabbling  on  Capitol  Hill  and  the  parti- 
sanship of  our  flamboyantly  irresponsible  media  (oh,  the  stories 
public-affairs  officers  could  tell  ...)  complicate  the  situation  for 
our  forces  in  Iraq.  Genuine  support  of  our  troops  and  their  mis- 
sion would  be  the  greatest  possible  "combat  multiplier."  Instead, 
the  campaign  bellowing  back  home  means  that  even  our  most- 
steadfast  Iraqi  partners  feel  compelled  to  prepare  for  two  alter- 
native futures — one  if  we  stay,  and  another  if  we  abandon  them. 
That  doesn't  result  in  a  fully  cohesive  effort.  Our  allies  in  Iraq  are 
well  aware  of  what  happened  in  Vietnam  in  1975,  when  we  last 
abandoned  those  who  put  their  faith  in  us. 

The  bottom  line?  Our  troops  are  doing  their  job,  and  they're 
doing  it  bravely  and  brilliantly.  If  only  we  could  say  the  same 
about  Washington.  Can  we  achieve  a  favorable  outcome  in  Iraq? 
Yes.  But  achieving  it  depends  on  politicians  behaving  like  states- 
men— in  Baghdad  and  in  Washington.  We're  winning  in  the 
streets  of  Baghdad,  but  we  may  lose  in  the  corridors  of  power. 

—RALPH  PETERS,  New  York  Post 

Excellence  101  [The]  idea  of  higher  [education]  stan- 
dards has  a  certain  appeal.  In  many  other  areas  of  life,  higher 
standards  are  associated  with  better  performance.  It's  much 
harder  to  qualify  for  a  U.S.  Olympic  team  than  for  a  typical  high 
school  sports  team — and  Olympic  teams  are  demonstrably  bet- 
ter. Japanese  automakers  generally  set  higher  reliability  standards 
in  the  1970s  than  did  American  automakers,  and  they  produced 
more  reliable  vehicles.  But  sports  and  manufacturing  are  com- 
petitive fields,  while  public  schooling  currently  is  not. 

Standards  advocates  mistakenly  assume  that  high  external  stan- 
dards produce  excellence,  but  in  fact  it  is  the  competitive  pursuit 
of  excellence  that  produces  high  standards.  We  understand  this  point 
implicitly  in  every  field  outside  of  education.  We  didn't  progress 


from  4-inch  black-and-white  cathode  ray  tubes  to  4-foot  flat  pan- 
els because  the  federal  government  raised  television  standards.  Apple 
did  not  increase  the  capacity  of  its  iPod  from  5  to  80  gigabytes  in 
five  years  because  of  some  bureaucratic  mandate. 

Progress  and  innovation  in  these  and  almost  all  other  human 
endeavors  have  been  driven  by  market  incentives:  consumer 
choice,  competition  among  providers,  the  profit  motive.  Not  sur- 
prisingly, the  link  between  standards  and  performance  in  public 
schooling  is  noticeably  weaker  than  it  is  in  other  areas,  because 
government  schooling  is  a  monopoly,  not  a  market.  Existing  fed- 
eral education  laws  reaffirm  the  point  that  standards,  in  the 
absence  of  market  forces,  do  not  improve  results. 

—ANDREW  J.  COULSON,  Cato  Institute,  Washington  Post 

Spectacularly  Reckless  The  idea  of  using  federal 

money  to  rebuild  cities  is  the  quintessential  liberal  vision.  And  given 
the  dreadful  results  in  New  Orleans,  we  can  say  that  the  govern- 
ment's $127  billion  check  represents  the  quintessential  failure  of  that 
liberal  vision.  Hillary  Clinton  calls  this  sort  of  reckless  spending 
"government  investment."  And  that's  just  what's  in  store  for  Amer- 
ica if  she  wins  the  White  House  next  year. 

—LARRY  KUDLOW,  National  Review  Online 

Helpful  Hand  When  markets  are  in  turmoil,  there  is 
always  the  risk  that  government  goes  too  far,  either  bailing  out 
individuals  who  should  rightly  lose  their  money  or  regulating  an 
industry  in  a  manner  that  chills  future  activity.  Bush  has  avoided 
the  temptation  to  be  heavy-handed  and  has  provided  welcome 
relief  to  the  housing  market  with  minimal  intrusion. 

—KEVIN  HASSETT,  American  Enterprise  Institute, 

New  York  Sun 

Healthy  Choice  Canadian  doctors,  once  quiet  on  the 
issue  of  private  health  care,  elected  Brian  Day  as  president  of  their 
national  association.  Dr.  Day  is  a  leading  critic  of  Canadian 
medicare;  he  opened  a  private  surgery  hospital  and  then  challenged 
the  government  to  shut  it  down.  "This  is  a  country'  Dr.  Day  said  by 
way  of  explanation,  "in  which  dogs  can  get  a  hip  replacement  in 
under  a  week  and  in  which  humans  can  wait  two  to  three  years." 

—DAVID  GRATZER,  M.D.,  Manhattan  Institute, 
Wall  Street  Journal 

Nothing  to  See  Here  Want  to  go  sightseeing  in  Great 
Britain?  Don't  tell  the  British  government.  An  investigation  of  the 
agency  that  issues  visas  found  that  one  excuse  given  to  those  who 
had  been  denied  tourist  visas  was  "you  plan  a  holiday  for  no  par- 
ticular purpose  other  than  sightseeing."  Another  common  reason 
given  for  rejecting  visas  was  "You  have  never  previously  undertaken 
any  foreign  travel  before  and  I  can  see  little  reason  for  this  trip." 

—CHARLES  OLIVER,  Reason.com  F 
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Current  Events 


By  David  Malpass,  Chief  economist, 
Sear  Stearns  &  Co. 


2S* 


How  Hard  a  Landing? 


T  WILL  TAKE  MONTHS  TO  JUDGE  THE  FULL  IMPACT  OF  THE 
\ugust  credit  shock  on  the  real  economy — on  job  growth,  pro- 
duction and  home  construction.  The  still  open  question  is,  how 
lard  will  the  landing  be?  I  expect  we'll  muddle  through  with  a 
dobal  slowdown,  short  of  a  recession.  But  three  factors  could 
ead  to  a  harder  landing:  the  massive  letdown  in  credit  conditions 
:rom  the  extraordinary  2003-06  period  of  excess  liquidity  cre- 
ition,  low  real  interest  rates  and  dollar  weakness;  the  drag  on 
iiture  growth  from  the  disruption  of  the  securitization  process, 
in  unexpected  change  in  the  outlook  that's  just  beginning  to 
mpact  growth;  and  the  Fed's  likely  caution  toward  rate  cuts. 

The  U.S.  economy  has  many  strong  growth  engines — flexi- 
bility, innovation,  a  healthy  reliance  on  small  businesses,  more 
:han  140  million  remarkable  workers  and  growing  exports  to 
meet  the  global  boom.  Growth  data  into  August  was  solid. 

But  at  least  one  over-oiled  engine  broke  in  August:  the  securi- 
:ization  process  used  to  connect  commoditized  borrowers  to  broad 
ending  pools.  The  importance  of  this  to  credit  markets  had  grown 
arge  in  recent  years,  taking  market  share  from  the  more  traditional 
ending  processes  in  which  the  borrower  and  lender  know  each  other. 

Securitization  will  rebuild  itself  over  time,  but  with  less 
lorsepower  and  more  costs — simpler  derivatives,  more  careful 
risk  assessment,  less  aggressive  use  of  commercial  paper  and 
more  regulation.  Bank  loans  and  equity  capital  can  replace  some 
af  the  credit  market  shrinkage.  But  even  with  these  replacements, 
:he  change  in  the  credit  process,  like  sand  in  gears,  will  bring 
slower  GDP  growth,  less  profit  and  fewer  new  jobs. 

No  Quick  Recovery 

Financial  markets  recovered  relatively  easily  from  shocks  earlier 
in  the  decade,  such  as  the  California  energy  crisis,  spikes  in  the 
price  of  gasoline,  Hurricane  Katrina  and  the  downsizing  of  auto 
production.  Despite  the  2006  collapse  in  mortgage  equity  with- 
drawals and  home  building,  new  highs  were  set  by  July  2007  in 
obs,  personal  income,  consumption,  profits  and  equity  markets. 

But  the  ongoing  credit  shock  probably  won't  subside  as  quickly 
is  earlier  shocks.  At  a  minimum  the  coming  slowdown  will  likely 
ae  the  deepest  in  the  five-year  expansion.  Many  transactions,  big  and 
small,  will  be  delayed  or  canceled  as  new,  more  expensive  financing 
is  sought.  Loan  losses  have  to  be  assessed,  reported  and  absorbed  by 
the  various  parties.  Jobless  claims  were  remarkably  low  pre- August 
but  will  likely  jump  in  coming  months.  Weeks  into  the  shock,  rudi- 
mentary short-term  credit  markets  are  still  not  functioning  smoothly. 
Banks  aren't  committing  to  short-term  loans  and  longer-term  swaps 


with  one  another  as  readily  as  before,  and  the  preference  for  ultra- 
safe  Treasury  bills,  despite  their  low  yield,  remains  intense. 

Depending  on  confidence,  the  slowdown  could  easily  turn  into 
a  recession.  Some  companies  will  reduce  hiring  and  investment 
plans,  which  will  circle  back  as  job  uncertainty  and  slower  con- 
sumption growth.  If  job  uncertainty  turns  into  an  actual  reduction 
in  U.S.  jobs,  then  consumer  resilience,  a  hallmark  of  this  expan- 
sion, will  fade.  With  more  cautious  business  spending  and  some 
finance- related  weakness  in  construction,  GDP  could  decline — 
recessions  usually  show  two  consecutive  negative  quarters. 

A  key  variable  in  the  hardness  of  the  landing  is  the  value  created 
by  all  the  past  liquidity.  If  it  was  used  well,  the  landing  will  be  cush- 
ioned by  past  gains  and  shouldn't  be  hard.  In  contrast  with  that  of 
the  1970s,  much  of  this  decade's  excess  liquidity  was  channeled  into 
solid  investments — stronger  corporate  balance  sheets,  profit- 
oriented  investments  abroad  and  major  improvements  in  the  capi- 
tal structure  of  developing  countries.  However,  another  part  of  the 
hyperliquidity  simply  bid  up  the  price  of  existing  assets,  whether 
commodities,  bonds,  land  or  antiques.  Those  prices  will  probably 
be  tested  severely  in  corning  months  as  credit  markets  proceed  with 
their  restructuring.  The  hard-landing  risk  is  that  economic  activity 
will  slow  until  prices  hit  bottom,  a  self- reinforcing  downturn. 

As  growth  shows  clear  signs  of  slowing,  the  Fed  will  likely  cut 
its  funds  rate.  Lower  rates  will  help  some  but  probably  can't  reverse 
the  slowdown  or  counteract  the  losses  already  incurred.  Nor  can  the 
Fed  roll  the  clock  back  to  the  heady  liquidity  days  of  2004-06;  that 
environment  combined  very  low  interest  rates  with  aggressive  in- 
vestors eager  to  embrace  risk,  neither  of  which  is  in  sight  today. 

The  Fed  will  probably  be  slow  to  cut  interest  rates  in  this  down- 
turn, just  as  it  was  slow  to  cut  them  in  2001  and  slow  to  hike  them 
in  2004  and  2005.  The  Fed  will  come  up  with  many  reasons  for  its 
current  foot-dragging:  The  economy  rebounded  after  recent  shocks 
and  hasn't  shown  much  weakness  yet;  several  market  developments 
were  a  necessary  rollback  of  extremes;  the  discount-rate  cut,  though 
little  used  by  banks,  met  with  initial  praise;  headline  inflation  prob- 
lems still  linger  from  dollar  weakness  earlier  in  the  decade. 

But  more  important,  the  Fed  may  also  harbor  the  desire — too 
late,  in  my  view — to  fight  "moral  hazard,"  the  market's  assump- 
tion of  rate  cuts  when  problems  arise.  One  constructive  outcome 
of  a  slowdown,  though  unlikely,  might  be  a  resolution  by  the  Fed 
to  recognize  changes  in  the  value  of  the  dollar  as  an  indicator  of 
tight  or  loose  monetary  policy.  Instead  of  resisting  moral  hazard 
during  downturns,  the  Fed  should  be  working  harder  to  avoid 
Fed-driven  boom-bust  cycles  in  liquidity.  F 


David  Malpass,  chief  economist,  Bear  Stearns  &  Co.;  Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor 
of  Singapore;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico,  rotate  in  writing 
this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Tackling  the  Michigan  Problem 


S  THERE  ANY  LINK  BETWEEN  THE  STRUGGLING  STATE  OF 
Michigan's  economy  and  the  University  of  Michigan  football 
earns  shocker  loss  to  Appalachian  State,  called  "the  greatest 
ipset  in  the  history  of  college  football"  by  sportswriter  John  Fein- 
tein?  Call  it  a  metaphorical  stretch,  but  I  think  there  is. 

Here  are  some  commonalities: 
Insularity.  Why  were  the  fifth-ranked  Wolverines,  with  their 
;lorious  football  history,  playing  an  NCAA  Division  1-AA  team? 
lure,  majors  often  warm  up  with  a  patsy  But  dropping  down  a 
vhole  division  smacks  of  an  unwillingness  to  benchmark  against 
ine's  peers. 

For  years  Detroit's  Big  Three  automakers  used  to  benchmark 
•nly  against  each  other  and  not  against  the  Europeans  and  Japan- 
se.  If  you  spent  any  time  in  Detroit  in  the  1970s  through  the 
990s,  you  discovered  how  insular  it  was.  My  colleague  Jerry 
;lint,  who  has  forgotten  more  than  I  could  ever  learn  about  the 
ar  business,  says  Detroit  needs  car  guys  running  car  companies, 
'm  not  so  sure.  Outsiders  like  Alan  Mulally  at  Ford  and  Bob 
•Jardelli  at  Chrysler  might  be  just  what  Detroit  needs  now. 

Here's  another  contributor  to  insularity.  A  perk  for  Big  Three 
•rass  hats  is  use  of  a  new  car,  always  washed  and  perfectly  main- 
ained.  It's  easy  to  think  your  own  cars  are  the  best  in  the  world 
vhen  your  personal  chariot  is  kept  in  showroom  condition. 
Lack  of  Innovation.  A  favorite  memory  of  mine  is  the  1972 
lose  Bowl,  when  underdog  Stanford  kicked  a  last-second  field 
;oal  to  beat  highly  ranked  Michigan,  13  to  12.  What  made  the 
ipset  delicious  was  the  complaint  of  Michigan  fans  that  Stanford 
lidn't  play  "real  football,"  i.e.,  Stanford  passed  the  ball  and  used 
rick  plays,  while  Michigan,  predictably,  ran  the  ball.  As  if  inno- 
ation  were  somehow  unfair. 

Similarly,  the  Michigan  economy  is  locked  into  the  Old 
Vorld  era  of  union  labor  and  high  taxes.  Unions  protested  the 
lew  technique  of  flexible  manufacturing  pioneered  by  Toyota 
nd  embraced  around  the  world.  Michigan's  high  taxes  created  a 
icious  cycle:  Investors  and  entrepreneurs  left  the  state,  thus 
roding  the  tax  base,  thus  fooling  politicians  into  raising  taxes  on 
hose  left  behind. 

Loss  of  Talent.  The  Wolverines  and  the  Big  Ten  had  one  huge 
dvantage  during  the  1920s-60s.  Most  Southern  colleges  were 
egregated.  African-American  high  school  stars  from  the  South 
vould  head  north  for  college.  Today  they  don't  have  to,  which  is 
vhy  the  Southeastern  Conference  has  become  the  country's  top 
ootball  league. 

The  state  of  Michigan  has  suffered  similar  losses  of  talent: 
joogle  cofounder  Larry  Page;  Sun  Microsystems  cofounders, 
icott  McNealy  and  Bill  Joy;  and  Microsoft's  Steve  Ballmer,  all 
lave  Michigan  roots.  All  departed. 


By  now  you  might  be  ready  to  depart  this  column  because 
I've  stretched  the  football  metaphor  too  far!  Okay.  Let's  move  on 
and  look  at  what  Michigan  must  do  to  revive  its  economy. 

•  Benchmark  From  the  Best.  While  it  might  be  useful  to  study 
hot  spots  like  Boston,  Seattle  and  Silicon  Valley,  Michigan's  more 
relevant  lesson  can  be  found  in  nearby  Minnesota.  The  Minnesota 
economy  hums  because  it  is  remarkably  diverse.  Its  anchor  com- 
panies span  the  range  from  agriculture  and  food  products 
(Cargill,  General  Mills)  to  medium  tech  (3M)  to  aviation  (Cirrus 
Design)  to  health  care  (Medtronic)  to  retail  (Best  Buy,  Target)  to  a 
cluster  of  tech  startups  in  the  southwestern  suburbs  of  Minneapo- 
lis. Such  diversity  protects  Minnesota  from  industry  slumps. 

As  in  Michigan,  Minnesota  is  not  lightly  taxed.  But  in  Min- 
nesota the  taxes  don't  all  go  to  waste.  Minnesota's  public  schools 
consistently  rank  among  the  top  in  the  nation.  Biking  trails,  well- 
kept  lakes  and  other  public  amenities  make  life  nice  for  its  mid- 
dle class.  Corruption  in  government  is  rare  in  the  Gopher  State. 
Of  course,  if  neighboring  Wisconsin  were  to  lower  its  taxes,  Min- 
nesota would  have  to  do  the  same  or  feel  the  pain. 

•  Practice  Ichironomics.  Think  Detroit  has  it  bad?  Consider  the 
fall  and  comeback  of  Spokane,  Wash.  In  1974  Spokane  hosted  the 
World's  Fair,  its  theme  being  "Celebrating  Tomorrow's  Fresh  New 
Environment."  President  Richard  Nixon  opened  the  fair,  but  his 
and  Spokane's  fortunes  soon  went  south.  The  1982  U.S.  recession 
hit  Spokane  especially  hard.  America  recovered  by  early  1983, 
but  Spokane,  dependent  on  old  industries  such  as  forestry  and 
railroads,  struggled  throughout  the  1980s. 

Today  Spokane  is  ranked  by  FORBES  as  the  20th-best  busi- 
ness city  in  the  U.S.  How  did  the  city  do  it?  My  colleague  Mark 
Tatge  profiled  Spokane  in  our  Apr.  23  issue.  Tatge  wrote:  "Cheap 
electricity,  cheap  land  and  favorable  taxes  are  luring  entrepre- 
neurs from  the  coasts.  . . .  Five  years  ago  the  economy  began  to 
surge.  Washington  State  has  no  personal  income  tax,  no  cor- 
porate income  tax  (corporations  pay  on  gross  receipts  only)  and 
relatively  low  property  and  sales  taxes.  Electricity  from  the 
hydroelectric  dams  on  the  Columbia  and  Spokane  rivers  is  50% 
cheaper  than  in  California." 

Spokane,  like  Minneapolis-St.  Paul,  refuses  to  bet  the  econ- 
omy on  one  or  two  industries.  Rather,  it  practices  what  one  city 
booster  calls  "Ichironomics.  Like  the  Seattle  Mariners'  center 
fielder,  Ichiro  Suzuki,  we  try  to  hit  singles  and  doubles.  We  want 
to  improve  the  overall  conditions  for  small  businesses,  not  chase 
the  large  employer." 

Good  lessons,  Michigan.  Now,  about  those  Wolverines  . . .  F 


I  Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  e-mail  him 
at  publisher@forbes.com. 


OCTOBER  1,  2007       FORBES  27 


Inside  Dope 

Three-fifths  of  U.S.  finance  professors  think  the  stock 
market  is  more  or  less  efficient,  meaning  picking  individ- 
ual stocks  on  the  basis  of  publicly  available  information 
alone  is  not  usually  a  good  strategy,  a  new  survey  finds. 
Researchers  James  S.  Doran,  David  R.  Peterson  and  Colby 
Wright  analyzed  answers  from  642  full-time  academics 
and  found  most  invest  passively  (i.e.,  in  mutual  funds). 
But  the  trio  said  that  57%  of  the  profs  feel  markets  can 
be  outperformed  with  the  benefit  of  private,  nonpublic 
information.  — Janet  Novack  and  W.P.B. 


Jill! 

INFORMER@FORBES.COM 

What  Did  He  Know? 

While  some  subprime  mort- 
gage borrowers  from  rapidly 
downsizing  giant  Country- 
wide Financial  are  facing 
loss  of  their  homes,  boss 
Angelo  R.  Mozilo  is  spend- 
ing $1  million  fixing  up  his 
own.  According  to  building 
records  in  posh  Santa  Bar- 
bara, Calif.,  Mozilo,  who 
was  paid  $100  million  last 
year,  is  renovating  virtually 
all  of  his  three-story,  13,800- 
square-foot  hillside  man- 
Prime  building:  Angelo  R.  Mozilo.       sion   The  propertVj  once 

owned  by  a  Union  Carbide  founder  and  now  valued  at  $15  mil- 
lion, already  had  fountains,  two  laundry  rooms,  a  movie  theater 
and  vertical  car  storage  space.  Mozilo  also  has  a  nearby  three- 
bedroom  beach  home.  Deed  records  show  no  fresh  debt  for  the 
rehab  project.  — Peter  C.  Beller 

From  Trump  Tower  to  Trump  Toilet 

Donald  J.  Trumps  Taj  Mahal  Casino  Resort  in  Atlantic  City,  which 
touts  itself  as  "unprecedented  in  craftsmanship  and  opulence,"  just 
paid  $1.2  million  to  a  woman  injured  in  2004  after  the  toilet  she 
was  using  in  her  room  fell  off  the  wall.  Court  documents  say  Jean 
Ciocci,  a  72 -year-old  wheelchair-bound  great-grandmother,  required 
surgery  and  intensive  physical  therapy  on  account  of  her  original 
plunge  and  a  later  stumble  she  blamed  on  her  weakened  state.  Owner 
Trump  Entertainment  Resorts  settled  the  case,  filed  in  Philadelphia, 
after  admitting  liability  for  the  jolting  john.       — Carrie  Coolidge 

Striking  It  Rich  on  Wall  Street 

In  the  wake  of  a  reverse  merger  and  a  7-for-l  stock  split,  shares  of 
what  is  now  Cellcyte  Genetics  have  risen  34,500%  over  1 1 
months  to  a  recent  $5.45,  creating  a  $362  million  market  cap.  The 
Kirkland,  Wash,  firm  holds  a  license  for  federal  research  on  a  way 


to  transport  stem  cells  through  the  body.  But  it  spent  onlu 
$24,000  on  research  and  development  for  the  half-year  to  June: 
The  company  has  no  revenue,  an  accumulated  deficit  and  onhJ 
17  workers.  Boss  Gary  A.  Reys  says  that  Cellcyte  is  now  rampingl 
up  its  debt-free  operation  and  that  German  investors  have  helped! 
boost  the  stock.  He's  an  ex-CPA  with  no  science  training  who  ledl 
several  small  biotechs  that  failed  after  he  left.  Cellcyte's  previous 
incarnation  was  as  a  mining  exploration  outfit  in  Vancouver,  B.Gl 
called  Shepard  Inc.  One  filing  said  its  sole  claim  "did  not  contairif 
any  significant  quantities  of  gold."  —William  P.  Barrett 

How  Reassuring 

A  partnership  involved  in  twin  16-story  riverfront  condo  build-; 
ings  in  New  York  City  housing  the  likes  of  Calvin  Klein,  Martha 
Stewart  and  Nicole  Kidman  used  a  tax  shelter  the  Internal  Rev-* 
enue  Service  says  created  $141  million  in  bogus  2002  losses^ 
Kislev  Partners,  an  affiliate  of  developer  Izak  Senbahar,  just  filed 
a  U.S.  Court  of  Federal  Claims  lawsuit  challenging  the  IRS'  disal- 
lowance of  losses  and  imposition  of  negligence  and  misvaluation 
penalties  after  construction  of  the  Richard  Meier-designed  proj- 
ect on  West  Street  in  Greenwich  Village.  The  lawsuit  calls  the 
losses  legit  and  says  they  came  from  an  investment  in  foreign- 
airport  duty-free  stores  "that  experienced  significant  losses  as  a 
result  of  the  establishment  of  the  European  Union."  In  any  eventj 
Kislev  argues  against  penalties  on  grounds  it  relied  on  written 


opinions  from  tax  lawyers. 


—J.N. 


Taking  Credit  Where  Credit  May  Not  Be  Due 

These  recent  cases  suggest  available  dollar-for-dollar  tax  credits  invite  alleged  overreaching.  — J.N. 


DEFENDANT  |  LOCATION 

ALLEGATIONS  INCLUDE  WRONGLY  ... 

STATUS 

Edward  S.  Broccolo  1  New  Rochelle,  N.Y. 

1 

applying  for  1,500  Hope  Scholarship  credits 

civil  injunction 

|  Morris  James  |  Montezuma,  Ga. 

peddling  phony  "black  heritage"  credits 

5-year  sentence  1 

1  Tashanna  McFarland  1  Miramar,  Fia. 

I  

aiding  babysitter  claim  for  big  fuel  credits 

civil  injunction 

|  Cynthia  Poakwa  |  Adelphia,  Md. 

helping  trucking  firms  get  fuel  credits 

pleaded  not  guilty 

I  Farrukh  Sohai!  |  Atlanta,  Ga. 

getting  credits  for  tax-prep  clients 

denies  wrongdoing 

|  James  S.  Sparkman  |  Honolulu,  Hawaii 

promoting  solar  credits 

civil  injunction 

1  Agyei  Tabi  |  New  York,  N.Y. 

seeking  $1.3  million  in  earned  income  credits 

2  '/2-year  sentence 

Peaches  Turner  |  Riverside,  Calif. 

filing  for  $137,000  of  phone  excise  credits 

pleaded  not  guilty 
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For  generations  we've  been  committed  to  fueling  our  way  of  life.  And  with  access  to  the  largest 
rude  reserves  in  the  Western  Hemisphere,  you  can  count  on  us  to  help  businesses  and  communities 
grow  well  into  the  future.  We're  the  people  of  CITGO,  and  we're  there  for  you  at  every  turn. 


an  in-depth  discussion  a 


CITGO 


THERE  AT  EVERY  TURN 


On  My  Mind  

By  Tyler  Cowen,  George  Mason  University  economics  professor  and  author  of  discover  Your  Inner 

ECONOMIST:  USE  INCENTIVES  TO  FALL  IN  LOVE,  SURVIVE  YOUR  NEXT  MEETING,  AND  MOTIVATE  YOUR  DENTIST  (DUTTON,  $26). 

In  Favor  of  Face  Time 

Why  meetings  are  not  as  useless  as  they  seem. 


MOST  MEETINGS  DRIVE  US  CRAZY. 
They  drive  productive  people  espe- 
cially crazy.  Scribbling,  fantasizing 
and  wishing  it  would  end  help  only 
so  much.  But  there  is  good  news 
for  the  legions  of  meeting  haters: 
Most  meetings  aren't  as  wasteful  as 
they  seem. 

Face-to-face  gatherings  serve 
valuable  if  hidden  functions.  For 
example,  meetings  publicize  infor- 
mation about  status.  Who  speaks? 
Who  finds  it  necessary  to  praise 
whom?  Who  displays  a  confident 
demeanor?  Meetings  help  man- 
agers and  employees  figure  out 
how  to  build  necessary  coalitions. 
They  bestow  social  intelligence. 

A  cyberworld  analogy  can  be 
found  in  the  rapidly  spreading 
institution  of  Facebook,  which  in  a 
high  school  or  college  signals  social 
alliances  and  allows  people  to  con- 
nect with  each  other.  Meetings,  like 
Facebook,  are  a  kind  of  running 
social  theater. 

Meetings  also  confer  a  sense  of 
control.  Attendees  feel  like  insiders  who  have  a  real  voice  in  deci- 
sions. This  boosts  their  motivation  to  implement  ideas  discussed 
as  a  group.  For  this  reason  it  is  especially  important  to  listen  to 
the  blowhards  and  the  obstructionists,  who  otherwise  would 
pursue  their  own  agendas  rather  than  support  a  common  plan. 

Frequent  meetings  help  a  business  apply  bonuses  and  yearly 
evaluations  with  greater  precision.  Evaluations  are  inherently 
problematic.  The  natural  human  tendency  is  to  feel  slighted  or 
get  upset  at  anything  less  than  a  perfect  evaluation.  By  contrast, 
meetings  reaffirm  the  value  of  the  individual  to  the  company. 
When  the  time  comes  for  the  boss  to  offer  criticism  or  dock  a 
bonus,  a  worker  who  has  been  to  many  meetings  is  more  likely  to 
take  the  feedback  in  a  constructive  spirit  and  respond  with 
improvement  rather  than  resentment. 

I  have  heard,  and  indeed  sometimes  practiced,  radical  ideas 
for  improving  meetings:  Make  everyone  stand  up  until  the  meet- 
ing is  over,  hold  the  meeting  over  the  phone  (even  if  everyone 
works  on  the  same  floor),  bid  for  the  right  to  speak,  hand  out 


Who  speaks?  Who  praises 
whom?  Meetings  bestow 
 social  intelligence.  


stop-and-go  egg  timers  or  chesj 
clocks  to  limit  wasteful  mono 
logues.  Go  ahead,  try  these  ideas  i 
you  wish.  But  be  careful.  If  you} 
goal  is  simply  to  make  meetings 
shorter  or  less  frustrating,  yoi) 
don't  get  what  meetings  are  about 
The  workplace  isn't  the  onfj 
arena  where  meetings  appear  more 
wasteful  than  they  really  are.  Wha 
about  meetings  in  higher  educa 
tion,  also  known  as  "classes"?  Wh] 
not  just  replace  most  professoria 
lectures  with  a  DVD  presentation 
by  the  very  best,  or  most  articulate 
economist  in  the  world?  Of  cours« 
many  people  buy  such  products; 
especially  audiobooks.  But  th^ 
demand  for  high-quality,  in-per 
son  education  has  never  beer 
higher.  In  other  words,  in  educa 
tion  as  in  business,  the  competitive 
marketplace  is  reaffirming  th 
value  of  meetings.  For  mam 
human  purposes  there  is  simply  nc 
good  substitute  for  being  there. 
If  you  doubt  that  most  meet 
ings  are  essentially  social  theater,  look  at  any  important  conclave 
The  real  action  goes  on  in  rehearsal,  often  called  the  pre-meeting 
which  orchestrates  the  events  to  follow.  Yet  it's  still  important  to 
have  the  meeting  itself,  precisely  so  the  theater  can  be  witnessed 
The  postmeeting  is  often  no  less  critical,  as  participants  come  uj 
with  a  coherent  summary  or  narrative  for  what  just  happened 
It's  a  bit  like  writing  a  movie  review  and  deciding  to  emphasiz< 
some  plot  strands  over  others. 

There  is  no  doubt  that  many  meetings  really  should  be  abol 
ished.  But  don't  think  you  can  leave  it  at  that.  A  company  need; 
some  means  of  producing  social  orientation  and  the  appropriati 
feelings  of  individual  control.  That  means  some  kind  of  theatrica 
stage. 

So  you  still  don't  like  meetings?  Hold  more  company  picnic 
and  happy  hours.  Spend  more  time  chatting  with  groups  at  th< 
water  cooler.  Of  course  those  get-togethers  will  bring  their  owi 
frustrations.  The  next  thing  you  know,  you'll  be  longing  for  thosi 
good  of  days  of  two-hour  staff  sessions.  f 
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YOU'RE  PROTECTED.  Visa's  multiple  layers  of  security  are  designed  IFF 

to  prevent  fraud.  But  even  if  fraud  does  occur  with  your  Visa  credit  TAI/FC 
or  check  card,  you're  not  liable:  For  peace  of  mind  online  and  off,  Visa 

security  is  key.  XTISA 


'Visa's  Zero  Liability  Policy  covers  U.S. -issued  cards  only  and  does  not  apply  to  commercial  credit  cards.  ATM  transactions,  or  PIN  transactions  not  processed  by 
Visa.  Cardholder  must  notify  card  issuer  promptly  of  any  unauthorized  use.  Consult  issuer  for  additional  details  or  visit  visa.com/security.  ©2007  Visa  U.S.A.  Inc. 


How-Through 
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Digging  Wells 

Three  years  ago  we  praised  Wells 
Fargo  &  Co:  Chairman  Richard 
Kovacevich  for  his  contrarian 
moves  in  an  industry  caught  up  in 
fads.  The  San  Francisco  lender  is 
sticking  to  its  guns  in  the  credit 
crunch:  While  rivals  shed  mortgage 
bankers  and  the  loans  they  generate,  Wells  is  hiring  those 
bankers  and  building  its  mortgage  book.  The  $540  billion  (assets)  bank  is 
strong  in  part  because  it  refused  to  peddle  newfangled,  and  dicey,  products 
during  the  real  estate  boom,  like  so-called  negative  amortization  loans  with  ini- 
tial rates  so  low  that  principal  rises.  Nonperforming  loans  last  quarter  stood  at 
a  tiny  0.8%  of  its  $332  billion  total.  Losses  in  home  equity  loans  have  been 
more  than  offset  by  growth  in  business  lending  and  credit  card  revenues. 

Wells'  stock  has  returned  10.6%  a  year  since  our  story,  versus  4.5%  for 
the  Nasdaq  bank  index.  One  Wells  buyer  of  late:  Warren  Buffett.  Already 
the  biggest  holder,  his  Berkshire  Hathaway  just  increased  its  stake  to  8.6% 
from  7.7%.  —Bernard  Condon 


FLASHBACKS 


MAY  9,  2005 

The  Wrong  REITs 

We've  been  frequent  critics  of  private  REITs,  so  called  because  their  shares  aren't 
traded  on  public  exchanges  and  their  managers'  high  fees  get  no  scrutiny  from 
Wall  Street.  In  a  story  two  years  ago  we  named  seven  private  REITs  that  were 
luring  investors  with  outsize  dividends  unsupported  by  rental  cash  flow. 
Instead,  investors  were  getting  back  big  dollops  of  borrowed  money  or  cash 
raised  in  share  offerings.  Since  our  story  three  of  the  seven  have  preserved  or 
raised  their  dividends  and  survived.  One  recently  slashed  its  dividend.  Three 
have  sold  out  or  liquidated,  realizing  on  average  14%  more  than  the  share  price 
at  the  time  of  the  story.  — Stephane  Fitch 

JULY  23,  2007 

Revenge  of  the  Nerd 

The  first  person  to  hack  Apple's  iPhone  this  summer  was 
17-year-old  George  Hotz,  one  of  the  whiz  kids  featured 
in  our  story  on  the  latest  winners  of  Intel's  International 
Science  &  Engineering  Fair.  Hotz,  a  graduate  of  a  magnet 
high  school  for  the  science-oriented,  worked  with  a  group 
of  far-flung  hackers  he  met  online.  Hotz  used  coding  skills 
and  some  old-fashioned  carpenter's  tools  to  unlock  the 
phone  so  it  can  be  used  with  service  providers  other  than 
AT&T.  Now  a  freshman  at  Rochester  Institute  of  Technol- 
ogy in  upstate  New  York,  Hotz  says  he  has  no  plans  to 
hack  more  phones.  Apple  has  no  comment  on  Hotz's 
stunt;  the  company  plans  to  stick  with  AT&T  for  exclusive 
iPhone  service,  a  spokesperson  says.  Hotz  didn't  break  the 
law;  it's  legal  to  unlock  cell  phones  in  the  U.S. 

— Ghana  R.  Schoenberger 


85  YEARS  AGO  IN  FORBES  |  SEPTEMBER  2, 1922 

East  v.  West  The  difference  between  the  East 
of  this  country  and  the  West  is  the  difference 
between  age  and  youth.  The  West  has  the  char- 
acteristics of  a  virile,  wholesome  large-hearted 
young  man.  The  West  is  open-handed  and  open- 
hearted.  The  East  is  more  suspicious  of  strangers. 
The  reason  for  this  is  that  the  East  encounters  a 
greater  number  of  scheming  characters,  grafters, 
mercenaries,  swindlers.  The  people  of  the  East 
have  been  "stung"  more  often  than  those 
occupying  the  broad  expanses  of  the  West. 

30  YEARS  AGO  IN  FORBES  |  JUNE  15, 1977 

Sears  Struggles  a  spot  of  dust,  a  raised 

voice,  a  loud  tie  would  seem  out  of  place  in 
Sears,  Roebuck's  beige-carpeted  executive  offices. 
It's  quiet  there,  more  than  halfway  up  in  the 
world's  tallest  building,  Chicago's  1 10-story  Sears 
Tower.  It's  a  very  different  world  from  the  utili- 
tarian-spare retail  floors  across  the  country  where 
Sears'  salespeople  move  more  than  $44  million  of1 
merchandise  on  an  average  day,  $15  billion 


gerously  apart.  The  headquarters  world- 
abstract,  intellectual,  numbers-oriented — lost 
touch  with  the  world  of  underwear,  frying  pai 
humidifiers,  snow  tires  and  tennis  shoes. 


Slow  sales  and  seasonal  clothing  markdowns 
have  sent  Sears'  profits  down  40%. 

10  YEARS  AGO  IN  FORBES  |  DECEMBER  1, 19 

Dell  on  Top  This  year  Dell  Computer  becam 


Youth  cracks  iPhone: 
George  Hotz. 


the  U.S.  corporate  and  government  markets  as 
well  as  the  number  one  provider  of  Intel-based 
machines  to  education.  Only  in  the  home  market 
does  it  lag  competitors.  Overseas,  where  Dell  is  a 
relative  latecomer,  its  sales  are 
up  sharply.  But  after  years  of 

t being  one  of  the  hottest  stocks 
in  the  hot  technology  sector, 
Dell  suddenly  turned  chilly.  By 
I   mid-November  its  stock  had 
dropped  27  points,  shedding 
$9  billion  in  market  value.  Just 
.  a  nervous  reaction  in  a  stock 

:   that  has  risen  from  $4.50  to 
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iURANCE  I  REINSURANCE 


XL  Capital  group  is  rated  A+  by  AM  Best. 
www.xlcapital.com 


.-i      "--  ".^i  


FUNDAMENTAL  STRENGTH  -  CAPITAL  AND  PEOPLE 


Johnston,  Murphy  &  Piven 


STON&MURPHY 


Heads  Up 


The  China  Tax 


THE  MADE-IN-CHINA  LABEL 
could  soon  get  a  lot  more 
expensive  for  U.S.  consumers. 
That's  because  of  growing  pres- 
sure from  Congress  and  the 
\merican  public  to  halt  the  cascade  of  poi- 
son pet  food,  tainted  toothpaste  and  lead- 
aced  toys  pouring  into  this  country.  Of 
:ourse,  ensuring  product  safety  has  a  price 
:ag.  "Imposing  tighter  quality  standards  on 
i  portion  of  Americas  low-cost  imports  is 
he  functional  equiva- 
ent  of  a  tax  hike  on  the 
\merican  consumer," 
lays  Stephen  Roach, 
:hairman  of  Morgan 
Stanley  Asia.  How  big 
vill  this  tax  become? 
\nywhere  from  1%  to 
10%  of  the  roughly  $300 
million  worth  of  goods 
mported  each  year 
xom  China,  speculates 
ean-Pierre  Lehmann, 
in  Asia  specialist  and 
professor  at  IMD  Busi- 
less  School  in  Lausanne,  Switzerland.  It 
:ould  be  levied  in  these  forms: 
I.  Oversight  in  the  U.S.  and  China.  President 
rlu  Jintao  assured  President  Bush  last  week 
hat  additional  quality  inspections  are  under 
vay.  The  U.S.  Consumer  Product  Safety  Com- 
nission  has  increased  surveillance — and  re- 
alls — of  Chinese-made  products.  Meeting 
ighter  regulatory  standards  should  make 
hose  goods  safer  but  also  increase  produc- 
don  costs  and  consequendy  raise  expenses  for 
J.S.  importers.  Cost  to  consumers:  2%  to  5%, 


Growing 
Dependence 

Annual  value  of  trade  in 
goods  with  China  in  2007  dollars 


Lehmann  estimates.  But  those 
measures  may  well  fall  short,  as 
Beijing  struggles  against  corrup- 
tion and  Chinese  suppliers  con- 
tinue to  cut  corners.  "There  are 
basically  no  business  ethics  in 
China,"  says  Kenneth  Lieberthal, 
a  business  professor  specializing  in 
China  at  the  University  of 
Michigan. 

2.  Voluntary,  private  quality  test- 
ing. That's  how  Mattel  knew  it 
should  recall  a  third  line  of  Chinese- 
made  toys.  Added  cost  3%,  Lehmann  says. 

3.  Creating  a  new  certification  system. 
Global  corporations  might  band  together 
to  create  an  international  commission  to 
set  standards,  conduct  inspections  and  cer- 
tify safety— along  the  lines  of  the  Under- 
writers Laboratory  seal  of  approval  for 
appliances,  says  Michael  Conroy,  author  of 
Branded!  How  the  'Certification  Revolution 
Is  Transforming  Global  Corporations.  The 
toy  industry  began  such  an  effort  last  week. 
Added  cost:  1%  and  up,  Conroy  says. 

4.  Sourcing  more  cheap  labor  outside  of 
China.  If  Americans  lose  faith  in  Chinese 

goods,  U.S.  companies 
will  make  large-scale 
shifts  outside  China  over 
the  coming  years,  to 
places  like  Vietnam,  Thai- 
land, Mexico,  South 
America  and  other  lo- 
cales. Added  cost  7.5%  to 
10%,  Lehmann  estimates. 
5.  A  trade  war.  It's  un- 
likely but  not  impossible, 
given  the  anti-China  bills 
backed  by  protectionist 
Republicans  and  populist 
Democrats — and  the  ap- 
proach of  a  scalding  election  year.  Any  U.S. 
action  would  probably  spark  retaliation  by  the 
Chinese,  perhaps  some  dumping  of  U.S. 
securities  (the  Chinese  hold  $700  billion  in 
Treasurys  and  other  assets)  or  barriers  to  the 
entry  of  U.S.  goods  (now  coming  in  at  a  rate 
of  $60  billion  a  year).  Fear  of  widespread 
shortages  of  goods  in  stores,  to  say  nothing 
of  economic  chaos,  probably  keeps  that  ulti- 
mate threat  in  check.  Added  costs:  perhaps 
20%,  according  to  Lehmann. 

— Robyn  Meredith 
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•Oonations  accepted  10/1-10/31/07  at  participating 
Johnston  &  Murphy  retail  and  factory  stores. 
For  additional  donation  options,  cau  800-42.4-2854 
Offer  not  valid  at  johnstonmurphy.com.  Offer  canno 
be  combined  with  any  other  offers  or  promotions 
Offer  not  valid  on  previous  purchases. 
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THE  SEARCH  FOR  ILLEGALS 


Who's  Gonna 
Do  the  Work? 

The  feds  are  trying  to  turn  employers  into  immigration  police.  Not  good  if  you 
have  any  landscaping  or  construction  projects  going  |  By  Janet  Novack 


ROBERT  AND  JUDITH  AHLERS, 
both  66,  have  built  Rhino  Ma- 
sonry into  a  profitable  Mesa, 
Ariz,  commercial  contractor 
with  70  employees,  including 
one  of  their  four  children  and  a  grandson- 
in-law.  But  they  are  honest  enough  to  tell 
you  that  very  likely  some  of  those  workers — 
they  don't  know  which  ones — are  illegal 
immigrants.  That  places  them  squarely  in 
the  middle  of  a  new  beefed-up  crackdown 
on  illegal  immigration  by  the  federal  gov- 
ernment and  many  states.  The  new  rules  and 
laws  generally  aim  to  force  employers  to 
either  purge  illegal  immigrants  from  their 
payrolls  or  face  severe  sanctions. 

The  Ahlers,  like  other  employers,  say 
they  will  be  starving  for  workers  if  they  have 
to  jettison  their  suspect  employees.  "Every 
contractor  in  our  state  knows  that  the  con- 
struction industry  has  been  built  on  the 
backs  of  Mexican  workers,  legal  and  illegal. 
We  need  the  Mexican  labor  force  to  keep 
our  businesses  going.  It  is  the  same  for  many 
other  industries— agriculture,  hospitality 
and  landscaping,  to  name  a  few,"  the  Ahlers 
declared  in  a  recent  letter  they  sent  to  elected 
officials  and  the  local  newspaper. 

Judith,  the  letters  primary  author,  says 

Judith  and  Robert  Ahlers:  building  on  the 
backs  of  Mexican  workers,  legal  and  illegal. 
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We  take  a  similar  approach. 

just  without  the  awkward  inseam  measurements. 


Call  us  crazy,  but  we  believe  your  insurance  should  fit  your  business.  Perfectly. 
No  easy  off-the-rack  solutions.  No  cookie-cutter  plans.  At  Travelers,  we  specialize 
in  the  unique  solutions  that  come  only  from  underwriters  who  truly  understand 
your  industry.  Solutions  crafted  from  an  unparalleled  breadth  of  products.  Ask 
your  independent  agent  how  our  approach  can  help  keep  your  business  in-synch. 
And  don't  worry — it  won't  be  awkward  at  all. 

TRAVELERS?* 

Insurance.  In-synch!" 


eil.  The  Travelers  Indemnity 


she  felt  she  had  to  speak  out  because  other 
employers,  tearful  of  making  themselves  tar- 
gets of  U.S.  Immigration  &  Customs  Enforce- 
ment or  talk  radio,  won't. 

With  immigration  bills  comatose  in 
Congress,  the  feds  began  their  crackdown  in 
August  with  an  attempt  to  narrow  a  loophole 
in  the  law  that  makes  it  easy  for  employers 
to  hire  illegals.  Companies  have  to  ask  em- 
ployees for  documentation  asserting  their 
legality  but  aren't  required  to  verify  it.  As 
Robert  Ahlers  puts  it:  "My  paperwork  says 
they  are  all  able  to  work.  But  I  would  be  a  fool 
if  I  didn't  suspect  some  of  them  are  not  legal." 

Now  the  Social  Security  Administration 
is  preparing  to  send  letters  to  140,000  em- 
ployers telling  them  billions  of  dollars  in  tax 
deposits  they  made  on  behalf  of  8  million 
workers  couldn't  be  matched  with  valid 
Social  Security  numbers.  In  years  past 
many  employers  ignored  similar  "no-match" 
letters.  But  in  August  the  Department  of 
Homeland  Security  issued  rules  providing 
that  the  letters  will  count  as  evidence  an 
employer  knew  a  worker  was  illegal  if  he 
doesn't  either  resolve  the  discrepancy — 
perhaps  a  worker  got  married  and  changed 
her  name — or  fire  the  worker  within  93 
days.  That's  all  the  more  threatening  since 
Homeland  Security  began  last  year  slapping 
more  employers  with  criminal  charges  of 
knowingly  hiring  or  harboring  illegal  aliens 
in  what  it  considers  egregious  cases.  (Previ- 
ously worker  enforcement  was  mostly  civil.) 

A  San  Francisco  federal  judge  has  tem- 
porarily blocked  the  rules  while  the  court 
considers  legal  challenges  brought  by  unions, 
civil  rights  and  employer  groups.  But  Baker 
&  McKenzie  partner  Carl  Hampe,  who  as  a 
congressional  staffer  helped  draft  the  1986 
immigration  law,  expects  the  rules  to  even- 
tually take  effect.  If  they  do,  some  businesses 
fear  a  labor  crisis,  says  Laura  Reiff,  cochair 
of  the  Essential  Worker  Immigration  Coali- 
tion, whose  members  depend  on  low-skilled 
labor.  "One  of  our  employers  got  25,000  no- 
match  letters  last  year.  You  can't  lose  25,000 
workers  and  continue  to  run  your  show." 

Another  lobbyist  reports  some  small 
employers  are  already  speculating  about 
evasive  actions.  The  letters  are  being  sent  only 
to  businesses  with  10  or  more  workers.  "A 
guy  calls  me  up  and  says,  'I  have  18  illegals. 
Can  I  get  around  this  by  forming  a  separate 
company  for  each  9  of  them?'" 


Employers  say  its  unfair  that  they  are 
being  targeted  by  a  crackdown  without  the 
benefit  of  the  comprehensive  immigration  re- 
form bill  that  died  in  Congress.  That  bill 
would  have  allowed  guest  workers  and  a 
process  to  legalize  some  current  workers.  And 
it  comes  after  they  built  up  their  businesses 
in  an  era  of  lax  enforcement.  Homeland 
Security  estimates  that  from  January  2000 
to  January  2006  the  illegal  population  rose 
37%  to  1 1.6  million.  Jobs  were  the  magnet. 

On  the  state  level  a  July  survey  by  the 
National  Conference  of  State  Legislatures 
found  20  had  already  passed  laws  this  year 

Where  the  Illegals 




STATE  NUMBER  IN  2006 


California  2,830,000 

Texas  1,640,000 

Florida  980,000 

Illinois  550,000 

New  York  540,000 

Arizona  500,000 

Georgia  490,000 

New  Jersey  430,000 

North  Carolina  370,000 

Washington   280,000 

2,950,000 

Source:  Department  of  Homeland  Security. 

affecting  employment  of  illegals,  up  from  8 
states  in  2006.  Last  year  Colorado  adopted 
a  particularly  tough  regime,  including  a  re- 
quirement that  all  government  contractors 
run  new  hires  through  E- Verify — an  other- 
wise voluntary  federal  online  service  that 
checks  if  the  Social  Security  or  immigration 
ID  numbers  that  new  hires  provide  are  legit. 

Employers  have  reacted  in  varying 
ways.  Dylan  Norton,  owner  of  Durango 
Doughworks,  a  Colorado  breakfast-and- 
lunch  shop,  says  he  wouldn't  be  able  to  fill 
his  four  $12-an-hour  kitchen  jobs  if  work- 
ers had  to  clear  E-Verify.  So  he  has  dropped 
his  business  with  the  city  government. 

Road  contractor  Mark  Gould  of  Glen- 
wood  Springs  raised  his  wage  from  $14  an 
hour  to  $16  after  half  his  new  hires  for  un- 
skilled jobs  failed  the  E- Verify  check.  He  got 
90%  of  the  workers  he  needed  and  passed 
the  higher  cost  on  to  local  governments.  But 


with  a  state  unemployment  rate  of  just  3.8%, 
other  businesses  that  can't  pay  so  much  are 
coming  up  even  shorter.  Farmers,  in  partic- 
ular, are  hurting,  with  stepped-up  border 
enforcement  as  well  as  Colorado's  laws 
scaring  off  migrants.  Five  farms  are  using  state 
prisoners  to  pick  their  crops. 

Arizona  is  getting  even  tougher.  Effective 
Jan.  1,  2008,  all  Arizona  employers,  not  just 
those  working  for  the  government,  will  have 
to  use  E- Verify  for  new  hires.  If  they  don't 
and  are  later  found  to  have  hired  illegals,  they 
could  lose  their  licenses  to  operate,  a  corpo- 
rate death  sentence.  Phoenix  immigration 
attorney  Marshall  G.  Whitehead  says  his 
construction-company  clients  suspect  as 
many  as  half  their  workers  may  be  illegal. 
Some  clients  are  staffing  up  in  advance  of 
Jan.  1.  Some  are  preparing  applications  to 
bring  in  temporary  workers  from  Mexico 
under  the  federal  H-2B  program.  (There's  no 
guarantee  they'll  get  them;  only  66,000  new 
H-2B  permits  are  issued  each  year.)  Employ- 
ers and  immigrants'  rights  groups  have  filed 
suits  to  block  the  new  Arizona  law. 

Yet  for  all  the  angst  the  rules  are  causing 
employers,  they  won't  stop  determined 
immigrants  from  working.  An  employee  fin- 
gered by  a  no-match  letter  can  go  to  another 
company  and  use  the  same  bogus  number 
and  documents  for  a  year  or  so,  until  another 
letter  arrives.  Even  E- Verify  isn't  designed  to 
flag  an  illegal  using  a  stolen  identity. 

What  really  rankles  employers  is  that  nei- 
ther program  gets  at  an  illegal  who  works 
completely  off  the  tax  books.  And  neither 
affects  an  illegal's  ability  to  get  a  tax  identifi- 
cation number  from  the  Internal  Revenue 
Service  and  hire  himself  out  as  a  nonem- 
ployee  "independent  contractor" — with  no 
income,  Social  Security  or  Medicare  taxes 
withheld,  and  often  none  paid.  By  contrast, 
the  government  gets  to  keep  the  Social 
Security  taxes  paid  for  bogus  numbers, 
without  providing  the  illegal  workers  who 
used  them  any  retirement  benefits. 

Larry  J.  Rohlfes,  a  staffer  at  the  Califor- 
nia Landscape  Contractors  Association,  says 
one  of  his  members  sadly  understands  what 
will  happen  after  employees  are  fired  for  the 
no-match  letter.  "They're  going  to  get  a  truck 
and  start  their  own  landscape  business,"  the 
contractor  told  him.  "They'll  be  poaching  his 
clients  and  they're  likely  to  become  part  of 
the  underground  economy'  F 


Other  states 
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DIVERSIFY 

GLOBALLY. 


NEW  ONLINE  GLOBAL  TRADING 


France 


f 


Japan 
Hong  Kong 


Trade  in 

6  MARKETS 

in  local  currencies 


International  returns 
SURPASS  U  S.1 


Extraordinary 


etrade.com/globaltrading  |  (800)  ETRADE-1 


resting  outside  the  United  States  involves  additional  risks  related  to  currency  fluctuations,  economic  and  political  differences,  and  differences  in  accounting  standards. 

The  S&P  500  Index  is  a  market-value  weighted  index  representing  the  performance  of  500  widely  held,  publicly  traded  large  capitalization  stocks.  The  S&P  1200  Index  is  a 
irket-value  weighted  index  representing  the  performance  of  29  local  markets  and  seven  regional  indices.  The  Indexes  are  not  managed,  are  not  available  for  investment,  and  their 
al  return  does  not  include  expenses, 
st  performance  is  not  an  indication  of  future  results. 

:urities  products  and  services  are  offered  by  E*TRAOE  Securities  LLC,  Member  NASD/SIPC. 

stem  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 
2007  E'TRADE  FINANCIAL  Corp.  All  rights  reserved. 


DISEASE 


A  new  study  raises  concerns  about  the 
ability  of  avian  flu  to  spread  between 
humans  |  By  Robert  Langreth 


WHEN  THE  AVIAN  FLU  FIRST 
surfaced  in  1997,  the  big 
unknown  was  whether  the 
virus  could  be  transmitted  from  human  to 
human.  So  far  it  has  infected  328  people 
worldwide,  killing  200,  but  most  victims 
had  had  contact  with  sick  birds.  Now  a 
new  computer  simulation  confirms  what 

QUALITY  OF  EARNINGS 


some  long  sus- 
pected: The  H5N1 
virus  already  has 
spread  from  human 
to  human — or  at 
least  it  did  in  one 
case  cluster  last  year 
in  Indonesia. 

Seven  of  eight 
family  members  died 
in  the  May  2006  out- 
break, which  started 
with  a  37-year-old 
woman  whod  had 
contact  with  a  dead 
chicken.  In  the  new 
study  biostatistician 
Ira  Longini  at  the  Fred 
Hutchinson  Cancer 
Research  Center  in 
Seattle  devised  a 
computer  model  to 
calculate  the  probability  that  such  an  outbreak 
pattern  could  occur  without  human  transmis- 
sion. It  considers  the  number  infected,  the 
number  exposed  and  who  visited  whom 
when.  His  conclusion,  published  in  the 
September  Emerging  Infectious  Diseases:  It's 
highly  likely  there  was  a  transmission 
from  human  to  human. 


"It  could  have  been  just  chance  that  the 
world  dodged  a  bullet,"  he  says.  The  World 
Health  Organization  says  it  always  assumed 
"limited  human  transmission"  was  occuiring 
but  that  such  spread  is  possible  "only  with 
extremely  close  contact." 

How  contagious  is  the  avian  flu?  One  sta- 
tistical factor  is  the  number  of  new  people 
the  typical  sick  person  infects,  known  as  "R". 
R  for  the  Indonesian  cluster  was  a  modest 
1.14,  Longini  calculates,  indicating  the  virus 
had  an  87%  chance  of  dying  out  even  if 
Indonesia  had  done  nothing  (it  quarantined 
exposed  people).  This  compares  to  an  R  of 
3  for  SARS  in  2003  and  an  R  of  18  for  measles. 
Longini  would  start  to  seriously  worry  if  the 
H5N1  mutated  to  gain  an  R  of  1.7  or  higher. 

Another  key  number  is  the  incubation 
period — how  long  it  takes  one  person  to  be- 
come sick  after  being  infected.  SARS,  says 
Longini,  was  contained  partly  because  it  has 
a  relatively  long  incubation  period  of  six 
days,  giving  authorities  more  time  to  re- 
spond. The  H5N1  has  an  incubation  period] 
of  around  five  days.  By  contrast,  the  1918 
flu  pandemic  that  killed  50  million  had  am 
incubation  period  of  two  days  (and  an  R  of  I 
2).  If  H5N1  ever  acquired  this  kind  of  trans- 
missibility,  he  says,  it  probably  could  not  be 
stopped  without  a  vaccine.  f 


Made  (Poorly)  in  China 


EVERYONE  KNOWS  CHINESE  PRODUCTS  HAVE  QUALITY 
problems,  but  youd  think  its  blue-chip  stocks,  bearing  the  New 
York  Stock  Exchange's  seal  of  approval,  would  be  safe. 
Wrong.  It  turns  out  that  the  NYSE's  usual  corporate  governance 
requirements  don't  apply  to  foreign  firms  or  those  with  50%  or  more 
control  in  the  clutches  of  a  single  entity.  That  exemption  applies  to 
all  ten  Chinese  firms  with  NYSE-listed  American  Depositary  Receipts- 
all  are  ultimately  controlled  by  the  Communist  government. 

RateFinancials,  a  New  York  research  outfit,  dug  into  its  finan- 
cials  in  a  report  about  to  be  released  and  found  worrying  signs,  such 
as  poor  quality  of  earnings,  lack  of  transparency  and  conflicts  of  in- 
terest. At  least  it  didn't  find  any  lead  paint. 

To  be  sure,  this  hasn't  stopped  its  stocks  from  flying  high  in 
recent  months.  Says  Victor  Germack,  RateFinancials'  president: 
"Ultimately,  investors  are  trusting  the  Chinese  government  to  do  what's 
best  for  them,  even  if  it's  not  synonymous  with  its  own  interests."  Good 
luck.  Here  are  RateFinancials'  findings.  — Neil  Weinberg 


CHINA  PETROLEUM  &  CHEMICAL  (SNP) 
12-month  return:  77% 

Board  packed  with  inside  cronies;  loads  of  deals  done 
with  related  government  entities. 


I006C 


PETROCHINA  (PTR) 
12-month  return:  36% 

Stretching  payments  to  creditors;  negative  net  working 
capital. 


CHINA  LIFE  INSURANCE  (LFC) 
12-month  return:  152% 

Mortality  projections  wishful;  accounts  under  Commu- 
nist accounting  standards  appear  to  lack  audit  opinion. 


a 
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YANZHOU  COAL  MINING  (YZC) 
12-month  return:  143% 

Lowballing  of  doubtful  accounts  may  indicate  earnings 
manipulation;  environmental  liabilities  possible  time  bomb. 


SINOPEC  SHANGHAI  PETROCHEMICAL  (SHI) 
12-month  return:  45% 

Free  cash  flow  negative  in  2006;  new  reserves  for 
doubtful  accounts  declining. 
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If  Carlos  knows  he  is  half  Irish,  one  quarter 
Spanish,  and  one  quarter  Chinese,  how  is 
it  possible  that  he  is  also  100%  Tanzanian? 


IBM,  the  IBM  logo  and  ibm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other 
countries.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved. 


ENTERTAINMENT 


British  Invasion 

With  a  racy  TV  show,  the  BBC  is  storming  Hollywood, 
if  it  can  get  the  accent  right  |  By  Evan  Hessel 


AT  FIRST  GLANCE  CBS'  NEW  VIVA 
Laughlin  seems  like  a  crowd-pleas- 
ing, if  predictable,  Sunday  night 
series.  The  hourlong  show,  which  debuts 
Oct.  18,  centers  on  the  tale  of  an  aspiring 
casino  magnate  struggling  to  balance 
entrepreneurial  ambition  with  family  life. 

Laughlin,  however,  stops  behaving  like  a 
normal  network  show  just  three  minutes  into 
the  pilot.  The  leading  man  breaks  into  a 
cheesy  dance  number  and  bellows  out  Elvis 
Presley's  "Viva  Las  Vegas."  Later  on  he  gropes 
costar  Melanie  Griffith  during  a  racy  duet. 
Action  hero  Hugh  Jackman  even  makes  a 
cameo,  dancing  on  a  roulette  table  and 
singing,  karaoke-style,  to  the  Rolling  Stones' 
"Sympathy  for  the  Devil." 

Laughlin  is  a  bizarre — and  gutsy — bet  for 
family-friendly  CBS.  It's  also  a  critical  test  for 
the  shows  behind-the-scenes  co-producer, 
BBC  Worldwide  America  Over  the  past  three 
years  BBC  Worldwide,  the  commercial  arm  of 
Britain's  massive  taxpayer-financed  media 
company,  has  opened  a  Los  Angeles  produc- 
tion studio,  inked  a  production  deal  with  Sony 
and  shot  three  pilots  for  American  networks. 
Last  February  it  hired  Garth  Ancier,  a  former 
programming  honcho  at  Fox,  NBC  and  the 
WB,  to  run  its  stateside  operation. 

Anders  mandate  is  to  adapt  the  BBC's 
quirky  creative  process  to  the  fickle  tastes  of 


Cheesy  dances:  actors  Hugh  Jackman  and  Lloyd  Owen 


U.S.  network  bosses  and  viewers.  For  Laugh- 
lin, that  meant  transforming  Blackpool,  a 
miniseries  that  premiered  on  the  BBC  in  2004, 
into  a  slick  13  episodes  for  CBS.  "Look,  this 
may  or  may  not  work,"  Ancier  says.  "But  if 
the  BBC  knows  anything,  it  is  to  take  creative 
chances." 

U.K.-spawned  reality  shows  such  as 
American  Idol  and  Dancing  with  the  Stars  top 
the  U.S.  ratings.  But  American  adaptations  of 
scripted  Brit  hits  have  generally  flopped.  Re- 
makes of  Cold  Feet,  Absolutely  Fabulous  and 
Coupling  all  died  during  their  first  season. 
Even  NBC's  critically  acclaimed  version  of  the 
BBC's  workplace  mockumentary,  The  Office, 
had  only  8  million  viewers  on  average  last 
year,  compared  with  14  million  for  CBS'  less 
cerebral  Two  and  a  Half  Men. 

In  2005,  after  International  Creative 
Management  brokered  the  BBC- Sony  deal, 
CBS  commissioned  the  pilot  episode  of 
Laughlin.  Fearing  the  experimental  concept 
wouldn't  attract  Americans,  BBC  production 
boss  Paul  Telegdy  abandoned  the  U.K.  strat- 
egy of  casting  rough,  everyman-type  actors 
in  favor  of  sexy  television  veterans  and 
movie  stars  like  Jackman  and  Griffith.  By  co- 
producing  Laughlin,  the  BBC  can  earn  a  pile 
of  cash  if  the  show  runs  for  multiple  seasons 
and  is  sold  in  syndication. 

The  BBC  also  made  two  other  pilots 
adapted  from  its  shows  this 
year,  a  political  farce  and  a 
comedy,  but  neither  was 
picked  up  by  U.S.  networks. 
Undeterred,  Ancier  says  he 
intends  to  pitch  a  few  more 
pilots  of  BBC  adaptations 
next  year  and  foresees  the 
BBC  eventually  producing 
all-new  shows  for  America. 
"It's  wonderful  to  take  over 
these  wildly  creative  con- 
cepts developed  on  someone 
else's  dime,"  Ancier  says.  F 


You've  Got 
Headache 

If  you  find  those  smiley  emoticons 
annoying,  you'll  just  hate  this  com- 
pany. IncrediMail,  an  Israeli  softwar 
company,  offers  a  free  program  that 
allows  users  to  dress  up  outgoing 
e-mails  with  all  sorts  of  sounds  and 
animated  visuals.  Take  your  pick:  a 
sound  of  exaggerated  kissing  or  boo 
ing;  a  yawning  kitten  in  a  cream  jug 
as  a  background;  a  gyrating  cartoon 
elephant.  For  incoming  messages  yo 
might  choose  to  have  an  animated 
slobbering  dog  fetch  your  mail. 

Some  330  million  e-mails  a 
month  are  decorated  with  Incredi- 
Mail icons.  The  program  is  cnet's 
most  downloaded  e-mail  applica- 
tion. The  appeal  is  not  limited  to 
kitsch-loving  teenyboppers — 35%  o 
IncrediMails  customers  are  over  40. 
"We're  not  reinventing  the  wheel," 
concedes  Chief  Executive  Yaron 
Adler,  37.  "We're  making  it  more 
sexy."  Revenues  ($4.3  million  in  the 
second  quarter)  come  from  search 
advertising  on  its  Web  site  and  sub- 
scriptions to  souped-up  content. 

Yaron  and  his  cousin  Ofer  Adler, 
37,  got  the  idea  from  the  movie 
Mission:  Impossible  in  1999,  where 
e-mail  folds  itself  into  paper  airplane 
that  fly  away.  Some  people  wish 
IncrediMail  icons  would  blow  away. 
"They  clutter  up  the  message,  and  th 
flashing  gives  me  a  headache,"  writes 
Steve  Bass  on  pcworld.com.  But  alas 
he  figures,  it's  here  to  stay. 

—Zack  O'Malley  Greenbun 
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f    W  If  an  s 

Mann 


If  an  armed  man  robs  a  pizzeria  in 
Manhattan,  how  many  ones  and 
zeros  does  it  take  to  arrest  him?  if.. 


if  ibm.com/crimecenter 
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Backseat  Driver  Jerry  Flint 


COVERING 
HOME  BASE 


mm  CAN'T  WAIT  FOR  CARS  FROM  CHINA:  LEADED  PAINT, 
I  exploding  tires  and  steering  wheels  that  fall  off  in  your 
I  hands.  Okay,  maybe  I'm  being  too  cynical  about  Chinese 
I  quality  control — or  too  cavalier  about  the  potential  threat 
Hi  to  Detroit  from  yet  more  foreign  nameplates.  But  I  think 
it's  going  to  be  a  long  while  before  a  Chinese  Chery  is  outselling 
Chevrolet  and  Jeep. 

Detroit — GM,  Ford  and  the  recapitalized  Chrysler — can  sur- 
vive globalism,  even  profit  from  it.  The  first  order  of  business  is 
holding  on  to  what  is  left  of  the  home  market. 

China  will,  in  time,  gain  some  ground  here,  first  in  automo- 
bile parts  (of  which  it  exported  some  $8  billion  last  year  to  the 
U.S.),  then  in  small  cars.  But  that  country  will  take  a  long  time 
living  down  its  reputation  for  defects  and  corner-cutting.  I've  had 
a  number  of  made-in-China  machines.  There  was  the  garden 
hose  caddy,  the  smoker  grill  and  even  an  air  conditioner.  Each 
one  had  its  quota  of  parts  that  didn't  fit  together,  nuts  that  didn't 
match  the  bolts  and  broken  plastic. 

If  you  are  old  enough,  you  remember  what  "Made  in  Japan" 
meant  during  the  1950s.  This  was  a  synonym  for  cheap.  Two 
decades  later  Honda  was  still  living  down  that  reputation  as  it 
tried  to  sell  cars  in  the  U.S.  We're  all  learning  that  too  many  Chi- 
nese manufacturers,  given  a  choice  between  obeying  the  rules 
and  cutting  costs,  go  for  cutting  costs.  Maybe  it's  unfair  to  tar  all 
Chinese  exports  with  the  same  brush.  But  consumers  might  fig- 
ure it  is  better  to  be  safe  than  sorry. 

China  is  now  the  world's  second-largest  vehicle  manufac- 
turer, but  nearly  all  of  its  output  is  consumed  in  the  home  market, 
which  is  huge.  I  hope  Detroit  can  win  part  of  that  great  Chinese 
market.  General  Motors  has  done  a  good  job  with  its  Buick 
nameplate:  It  sold  304,000  of  them  in  China  last  year,  to  241,000 
in  the  U.S.  Chrysler  was  over  there  with  its  Beijing  Jeep  plant, 
which  opened  in  1983  and  still  exists,  but  it  has  faded 
away. 

If  American  car  companies  can  send  parts-making 


jobs  abroad,  will  they  do  the  same  with  design  and  engineering 
Yes,  they  are  doing  just  that,  manufacturing  cars  in  the  US.  thi 
were  designed  abroad.  But  I  can't  think  of  a  single  big  success  i 
this  category  of  imported  design,  not  one.  The  latest  attempt 
the  GM  Saturn  Aura,  which  is  our  version  of  a  German  Opel.  Tr 
Aura  seems  to  be  selling  at  a  lowly  60,000  annual  rate,  nc 
100,000-plus  as  expected.  The  new  Saturn  Vue  is  a  Euro  desigi 
too.  The  old  Vue  sold  90,000  a  year.  The  new  one  hasn't  show 
that  kind  of  sale  muscle  yet. 

Now  it's  early,  and  those  Saturns  may  pick  up  volume.  Thes 
Euro  vehicles  are  upscale,  higher  priced  than  the  domestical! 
designed  ones  they  replace — so  it  might  take  time  to  build  a  nc 
customer  base.  Another  will  be  the  Chevy  Malibu  coming  th 
fall.  GM  pins  a  lot  of  hope  on  this  Euro-type  sedan.  But  I  woul 
predict  that  it  will  not  match  the  sales  of  last  year's  American 
type  Chevy  Impala.  We'll  just  have  to  see. 

The  same  at  Ford.  Car  writers  love  the  European  Ford  car. 
but  they  seem  to  fizzle  when  they  get  over  here.  They  just  don 
seem  to  fit  American  bottoms.  But  failure  doesn't  seem  to  faz 

Ford,  and  they  keep  repeatin 


I  can't  think  of 
a  single  big 
success  in 
imported 
designs  for 
U.S.  carmakers. 


the  global  exercise. 

The  analysts  are  always  urg 
ing  Chrysler  to  push  its  glob< 
business.  I  have  been  hearin 
this  for  decades.  I  remembe 
when  Chrysler  owned  Frenc. 
Simca  and  British  Rootes. 
remember  the  big  push  to  sel 
the  Plymouth  Neon  in  Europ« 
But  I  really  can't  see  why  for 
eigners  should  fall  in  love  witl 
Chrysler  cars.  The  minivan 
have  some  potential,  and  if  Chrysler  could  build  some  lower 
priced  Jeeps,  say  in  India,  they  might  do  very  well.  But  that 
about  it. 

The  theory  of  the  global  car  company  goes  like  this:  Keepin: 
up  with  the  competition  and  with  the  demands  of  technology 
fuel  economy  and  greenness  is  too  much  for  any  one-countr 
operation.  So  GM  should  let  Koreans  design  its  small  cars  ano 
Europeans  its  medium-size  ones,  leaving  U.S.  engineers  the  pick 
ups  and  sport  utilities. 

But  I  say  Rule  One  in  any  business  is  to  hold  on  to  the  homii 
market,  and  that  means  Detroit  should  design  and  build  car 
here.  The  Japanese  never  forgot  to  protect  their  home  market 
and  that's  how  they  got  the  strength  to  invade  the  U.S. 

Yes,  it's  important  to  play  and  win  in  Europe,  in  China,  ii 
South  America.  But  this  is  where  the  money  is.  If  Detroit  can' 
win  at  home,  how  can  it  win  anywhere?  Today  the  goal  mus 
be  to  hold  40%  to  45%  of  the  U.S.  market  and  make  mone; 
doing  it.  It's  too  late  to  say  "not  one  step  back,"  but  it's  not  toe 
late  to  fight.  F1 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1 958.  Visit  his  home  page  at  www.forbes.com/flint. 
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IpSS^EGISTER  or  for  more 
^fi&K^i  on  the  MEET  agenda 

forbesmeet.com. 


Jn  the  next  20  years  surviving  and  thriving  in  media, 
entertainment  and  technology- will  be  determined  by  how 
well  companies  handle  the  transition  from  old  to  new. 

The  digital  revolution  is  uporyus.  And  there's  no  way 
to  predict  how  rapidly  new  technologies  will  win  mass 
\doption,  or  how  much  life  is  left  in  the  old  stuff.  The  chal- 
lenge: how  to  build  for  the  future  without  neglecting  the 
old-line  businesses  that  will  finance  it. 


_  Forbes  MEET  conference,  some  of  the  most  creative 
minds  in  media,  technology  and  entertainment  will  weigh  in 
on  what's  happening,  who's  winning  and  losing  —  and  what 
will  happen  next.  Join  them  for  an  intensive  look  at  how  to 
shape  and  prepare  for  the  world  to  come. 


eatured  Speakers 


Barry  Diller 

Chairman  and  CEO, 
IAC/  InterActive 
Corp.;  Chairman, 
Expedia.  Inc. 


Robert  A.  Iger 

President  and 
CEO,  The  Walt 
Disney  Company 


Harry  Sloan 

Chairman  and  CEO, 
Metro-Goldwyn- 
Mayer  Studios,  Inc. 
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Stephenson 
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The 

iFlop 


Steve  Jobs  tried  to  design 
— and  dictate — the 
future  of  television. 
Here's  how  he  failed. 

By  Scott  Woof  ley 


S TEVE  JOBS,  THE  SILICON  VALLEY  SVENGALI  WHO 
gave  the  world  geek  chic  in  the  form  of  the  iPod, 
i'funes  and  the  iPhone,  looked  ready  to  do  it  yet  again 
last  summer  when  he  offered  the  first  glimpse  of 
Apples  i  i'V.  The  slender,  elegant  gray  box  would  revo- 
lutionize television,  he  proclaimed,  and  let  sofa  spuds  grab  all 
sorts  of  video  (TV  shows,  movies,  Web  clips)  from  all  sorts  of 
sources  (cable,  satellite,  the  Internet)  and  zap  it  to  their  TV  sets. 
The  details  were  sketchy,  but— coming  from  Steve  Jobs— iTV 
promised  to  tie  it  all  together  in  a  simple,  sexy,  fun  package. 

"This  is  the  missing  piece,"  Jobs  told  his  disciples,  gesturing  to 
a  device  the  size  of  a  textbook.  "Here  it  is." 

His  timing  was  impeccable.  When  the  product  debuted  in 
late  March,  the  cost  of  delivering  TV  shows  over  the  Internet  had 
plunged.,  and  the  Web  was  brimming  with  video  of  ever  greater 
variety  and  quality.  The  major  TV  networks  were  adding  online 
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Technology 


downloads  of  such  hits  as  NBC's  Heroes, 
and  Hollywood's  titanic  studios  had 
begun  talks  to  rent  movies  online  through 
Apples  iTunes  service. 

Six  months  later  iTV  is  a  flat-out 
iFlop.  Renamed  Apple  TV  upon  launch, 
the  ballyhooed  box  has  sold  perhaps 
250,000  units— far  behind  the  1  million 
sold  for  the  iPhone,  which  was  priced 
twice  as  high  and  has  been  on  the  mar- 
ket less  than  half  as  long.  Apple,  which 
declined  to  let  FORBES  interview  Jobs  and 
other  execs  for  this  story,  provides 
detailed  sales  data  for  the  iPod  and  other 
digital  wonders  but  won't  reveal  any 
numbers  for  Apple  TV;  apparently  the 
truth  is  too  humiliating.  A  company 
spokesman  declined  to  respond  to  writ- 
ten questions. 

Jobs'  own  ambivalence  about  the 
iFlop,  however,  is  evident.  At  a  tech  con- 
ference in  May  Jobs  took  the  stage  and 
casually  dismissed  Apple  TV  as  merely 
"a  hobby."  In  briefing  Wall  Street  on 
quarterly  earnings  on  July  25,  Apple 


execs  ignored  the  video  product.  In  late 
August  NBC  Universal  scrapped  its  deal 
to  sell  movies  and  shows  via  iTunes, 
making  Apple  TV  even  less  appealing. 
That  pullout  was  part  of  a  building 
backlash  against  Jobs  and  his  iconic 
company  (see  story,  p.  51). 

Apple  TV's  lack  of  sizzle  is  on  stark 
display  at  a  Circuit  City  store  in  Santa 
Monica,  Calif,  where  a  clerk  has  trouble 
locating  the  product's  small  kiosk.  Even 
at  the  nearby  Apple-owned  store,  the 
company's  Web-video  box  has  been 
shoved  to  the  side  of  a  single  shelf  to 
make  room  for  more  iPods. 

Yet  the  Web-video  vision  is  a  wildly 
popular  pursuit  among  Apple's  dowdy 
rivals — Microsoft,  Intel,  Cisco  and  other 
bigs — and  among  upstarts  that  dream  of 
becoming  the  next  Apple:  TiVo,  Vudu, 
Slingbox,  Building  B  and  more  (see  box 
below).  Someone  will  get  this  box-build- 
ing challenge  right  eventually,  raising  a 
key  question:  How  did  the  storied  Steve 
Jobs  and  Apple  botch  it  so  badly? 


Apple's  venture  into  video  began  wil 
a  song— a  billion  of  them,  actually, 
launched  the  iTunes  music  downloa 
service  in  2003,  rescuing  the  music  indu 
try  amid  rampant  fears  that  online  pira< 
would  destroy  it.  Apple,  on  course  to  grs 
close  to  90%  of  the  legal  download  ma 
ket,  dictated  a  new  price  for  what  a  sor 
was  worth:  99  cents— no  matter  how  poj 
ular  a  band  was  or  how  much  it  cost  I 
produce  a  particular  album. 

Soon  Apple  turned  to  video,  and  i 
October  2005  it  unwrapped  the  first  ne 
iPod  that  could  play  TV  shows  as  well ; 
songs.  Jobs  &  Co.  succeeded  in  dictatin 
a  new  price  yet  again:  A  TV  hit  woul 
cost  $1.99,  though  an  hourlong  dran 
costs  vastly  more  to  make  (an  average  c 
$2  million  an  episode)  than  a  singl 
song.  Apple  had  an  enviable  accomplic 
Walt  Disney  Co.,  which  became  the  fir 
studio  to  sign  up,  offering  episodes  of  i' 
ABC  network  hits  Lost  and  Desperai 
Housewives,  and  a  few  other  entries. 

But  the  video  iPod  couldn't  easily  pla 


Boxing  Match 

The  failure  of  the  elegant  but  unpopular  Apple  TV  box  ©  hasn't  dissuaded  rivals 
from  trying  to  tie  the  Internet  and  TV  together  in  ways  people  might  actually  use. 
A  new  box  from  Vudu  ©  offers  access  to  far  more  movies  than  Apple  and  out- 
Apples  Apple  with  its  easy-to-use  remote  and  software.  The  new  TiVo  ©  lets 
users  download  movies  from  the  Web  as  well  as  use  all  of  TiVo's  old  tricks. 
Polaroid's  upcoming  box  ©  will  specialize  in  managing  photos,  home  videos — as 
well  as  TV  shows  and  movies.  The  Xbox  360  ©  has  moved  beyond  videogames 
to  pioneer  high-definition  movie  downloads.  The  Slingbox  Pro  ©  can  grab  shows 
from  a  TiVo  and  send  them  over  the  Web  to  any  computer  in  the  world. 


Scott  S.  Fraser 
The  Profit-Proven  Master 


"When  I  first  tell  you  to  buy  a  stock 
-  YOU  make  a  lot  of  Money!" 


Contrarian  Press 


Petro-South  (PSEG)  is  my 
Next  HUGE  Profit-Stock! 


Help  me  to  make  you  RICH! 


Any  of  my  recent  winners  could  have  made  you  HUGE  profits: 

7  June  2007:  I  said  buy  Fox  Petroleum  at  $  1 .08  -  it  then  went  to  $2.78 

2007:  I  said  buy  SinoBiomed  at  $  1 .90  -  it  then  went  to  $3.65 

2007:  I  said  buy  Sun  Cal  Energy  at  $1.80-  it  then  went  to  $4.31 

2007:  I  said  buy  Yellowcake  Mining  at  $  1 .90  -  it  then  went  to  $3.65 

2007:  I  said  buy  Strategic  Resources  at  $0.48-  it  then  went  to  $1.15 

2006:  I  said  buy  Amish  Naturals  at  $1 .50  -  it  then  went  to  $3.89 

2006:  I  said  buy  True  North  Energy  at  $1.85  -  it  then  went  to  $6.02 

2005:  I  said  buy  Eden  Energy  at  $2.80  -  it  then  went  to  $9.96 


17  May 
12  April 
2  February 
22  January 
15  November 
20  June 
27  April 


Here's  your  next  chance  to  make  Big  Money: 

PETRO-SOUTH  (PSEG)  will  be  YOUR  biggest  winner  yet 
-  If  you  buy  PSEG  right  now 

I  expect  it  to  be  our  biggest  profit-story  ever  from  the  oil-stock  sector 

Petro-South  is  sitting  on  a  resource  potential  of  200  million  barrels  of  oil  along  South  America's 
Mega-Shelf  and  is  surrounded  by  the  super-reservoirs  of  Chevron,  Exxon-Mobil  and  BP. 

Here's  my  projected  profit-equation: 

200  million  barrels  of  potential  reserves  X  $70  per  barrel  of  oil  =  $14.0  Billion 
-r  shares  outstanding  =  $45  per  PSEG  share 

I  encourage  you  to  request  your  info  package 
from  Petro-South  at  888-977-6884 


PS  -  I  want  you  to  join  my  internal  audience  at  www.ScottFraser.com 


Technology  

the  shows  on  a  TV  set,  and  by  early  2006 
Apple  designers  were  working  on  proto- 
types of  a  box  that  could:  iTV. 

Apple  was  nearing  the  1  billion  mark 
in  song  downloads,  and  the  video  serv- 
ice was  off  to  a  strong  start.  Separately, 
Jobs  had  just  struck  the  biggest  deal  of 
his  career,  one  that  would  bond  him 
even  more  tightly  to  Disney.  He  sold 
publicly  held  Pixar  Animation,  which  he 
had  founded  and  still  controlled  with  a 
51%  stake,  to  Disney  for  $7.4  billion  in 
Disney  stock.  He  swapped  his  Pixar 
piece  for  a  7%  stake  in  Disney  and  a  seat 
on  the  board. 

Other  players  in  Hollywood,  however, 
were  growing  wary  of  Apple's  power. 
They  didn't  want  Steve  Jobs  dictating 
their  pricing  on  Internet  downloads. 
Accustomed  to  selling  movie  DVDs  for 
$20  or  more,  they  balked  when  Apple 
floated  another  magic  number:  $9.99  for 
a  downloaded  film.  Some  also  feared 
Apple  would  undercut  their  ability  to 
release  films  through  a  sequence  of 
"windows" — first  at  theaters,  then  DVDs, 
then  pay-per-view,  then  HBO  and  other 
pay  channels,  and  finally  on  broadcast 
and  basic  cable. 

"Hollywood  is  known  for  making 
decisions  looking  in  the  rearview  mir- 
ror, and  no  one  wanted  to  get  iTunized 
in  the  way  their  friends  in  the  music 
business  got  iTunized,"  says  one  suit  who 
has  negotiated  online  deals  with  the 
majors.  Adds  a  Hollywood  agent  who 
has  brokered  similar  deals:  "The  studios 
have  made  a  business  out  of  windowing. 
They  don't  want  anybody  to  have  power 
over  that." 

As  Jobs  prepared  to  give  the  faithful 
an  early  peek  at  his  new  iTV  box  in  Sep- 
tember 2006,  he  persuaded  his  pals  at 
Disney  to  break  from  the  showbiz  pack 
and  sell  75  movies,  not  just  TV  shows, 
over  iTunes— some  at  the  $10  price  he 
had  sought,  others  at  up  to  $15.  (Though 
Jobs  is  Disney's  single  largest  individual 
shareholder,  Disney  says  that  didn't 
influence  their  deal.)  Viacom's  Para- 
mount movie  studio  soon  agreed  to 
similar  terms. 

But  the  four  other  major  studios — 
20th  Century  Fox,  Universal,  Warner 
Bros,  and  Sony— continued  to  refuse  Jobs' 


entreaties,  even  as  they  licensed  their 
movies  for  download  over  their 
Movielink  and  other  services.  As  ship- 
ments of  the  renamed  Apple  TV  headed 
to  stores  on  Mar.  21,  Jobs  faced  an -ugly 
reality:  The  new  box  would  debut  with 
content  from  only  two  of  the  Big  Six. 

Many  newcomers,  far  less  threaten- 
ing than  Apple,  have  had  better  luck  lur- 
ing the  studios  online.  A  startup  named 
Vudu  in  Santa  Clara,  Calif,  has  deals  with 
all  six  Hollywood  heavyweights  and  a 
score  of  international  distributors,  in  part 
because  it  doesn't  try  to  dictate  wholesale 
prices.  (A  download  of  Syriana  from 
Warner  Bros,  goes  for  $20.)  The  studios 
also  let  Vudu  users  rent  movies  for  24 
hours,  not  an  option  on  Apple  TV. 

At  the  same  time  Apple  struggled 
over  the  design  of  the  box  itself.  Revered 
for  sleek  and  snazzy  products,  the  com- 
pany and  its  man-in-black  patriarch 


made  a  string  of  dubious  choices  about 
what  features  to  include.  And  what  to 
leave  out.  Apple  TV  comes  with  a  hard 
drive  and  a  link  to  the  TV  set,  same  as 
TiVo  (now  in  4.3  million  homes).  Yet  Jobs 
decided  against  offering  the  ability  to 
record  shows. 

Worse,  Jobs  chose  to  shut  out  millions 
of  Web  downloads  on  YouTube  and  else- 
where and  confined  Apple  TV  to  handling 
only  the  content  you  could  get  through 
Apple's  own  iTunes.  This  parochial  and 
proprietary  approach,  in  an  increasingly 
open,  Internet-infused  world,  had  rele- 
gated the  company's  Macintosh  line  to  a 
narrow  slice  of  sales.  Yet  it  also  had  let  the 
iPod  dominate  online  music,  which  may 
be  why  Jobs  believed  he  could  pull  off  the 
same  thing  in  video.  Wrong. 

So  the  first  Apple  TV  boxes  couldn't 
tap  the  millions  of  new  YouTube  clips 
posted  each  month — in  contrast,  Apple's 
new  iPhone  made  YouTube  a  special  open- 
ing-screen feature.  In  June  Apple  upgraded 
the  TV  box  to  grab  YouTube  fare. 


Apple  also  struggled  with  costs.  It 
wanted  to  keep  the  price  low  at  $300,  but 
that  resulted  in  cheaping  out  on  compo- 
nents. The  first  box  had  a  tiny  hard  drive 
(40  gigabytes  to  store  fewer  than  50  hours 
at  standard-definition  TV  resolution)  and 
an  older,  slower  Intel  chip.  Even  then  the 
box's  insides  cost  a  total  $237,  says 
research  firm  Isuppli.  That  left  a  scant  $62 
in  gross  profit,  or  20%,  to  be  split  by 
Apple  and  retailers  (barely  half  Apple's 
typical  37%  gross  margin).  The  stores 
went  along,  but  when  Apple  TV  faltered, 
they  had  even  less  incentive  to  push  the 
new  product. 

Other  Web  TV  boxes  coming  to  the 
market  have  added  far  more  features. 
TiVo's  latest  box  allows  not  only  ad-skip- 
ping but  now  lets  a  user  click  a  remote  to 
download  movies  and  TV  shows  from  the 
Internet  without  leaving  the  couch;  TiVo 
owners  used  to  have  to  get  up  to  go  to  the 


computer  to  get  a  movie  for  the  TV.  Since 
adding  this  ability  in  July,  movie  down- 
loads shot  up  50%  in  a  month.  The  box 
from  startup  Building  B  in  Belmont, 
Calif,  performs  similar  backflips. 

Meanwhile,  Apple's  relations  with 
Hollywood  have  gotten  even  nastier.  In 
August,  when  NBC  Universal  announced 
plans  to  yank  its  shows  off  iTunes  at  year- 
end,  Apple  immediately  cut  it  off  for  the 
upcoming  season.  Apple  says  NBC  wanted 
to  raise  the  price  on  some  hit  shows  from 
$1.99  to  $4.99.  Apple  forbade  it  and 
issued  a  sulky  and  pious  press  release: 
"We  are  disappointed  to  see  NBC  leave 
iTunes  because  we  would  not  agree  to 
their  dramatic  price  increase." 

Five  days  later  NBC  allied  with  Ama- 
zon.com. The  spat  robs  both  Apple  and 
NBC  of  revenue  as  the  crucial  fall  TV  sea- 
son begins.  Apple  TVs  thin  ranks  of  own- 
ers will  have  an  even  skimpier  lineup  of 
shows  to  buy.  As  one  sales  clerk  at  the 
Apple  store  in  Santa  Monica  puts  it:  "The 
revolution  isn't  here  yet."  F 


No  one  in  Hollywood  wants  to  get 
iTunized  in  the  way  their  friends  in  the 

music  business  got  iTunized. 
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Digital  Tools 


BIG  BROTHER 


Daniel  Lyons 


The  flip  side 
of  Apple's 
success  is 
that  Apple 
has  started  to 
seem  scary. 


TEN  WEEKS  AFTER  THE  APPLE 
faithful  camped  out  on 
sidewalks  in  a  delirious 
Woodstock-style  frenzy  to  be 
first  in  line  for  iPhones,  they 
were  threatening  to  take  to  the  streets 
again— only  this  time  with  pitchforks  and 
torches.  They  were  furious  because  Apple 
Chief  Steve  Jobs  slashed  the  phones  price 
to  $400  from  $600,  making  early  adopters 
look  like  suckers. 

Jobs  issued  an  apology  and  a  $100 
gift  certificate  to  contain  the  damage. 
But  the  company's  other  constituents 
will  not  be  so  easily  appeased.  Wall 
Street  smelled  weakness  in  the  price  cut 
and  pushed  Apple  shares  down  10%  to 
$130  within  two  days. 

More  broadly,  though,  it  looks  like 
an  anti-Apple  backlash  has  begun.  NBC 
Universal,  chafing  at  Apples  insistence 
that  every  TV  show  is  worth  $1.99  to 
download,  is  bolting  the  iTunes  store 
after  December,  going  with  Amazon 
instead.  Vivendi's  Universal  Music 
Group  also  reportedly  won't  renew  its  contract  with  Apple. 
Movie  studios  are  wary  of  doing  business  with  Jobs  (see  story,  p. 
46).  Reports  are  arising  now  that  Apple  wants  to  charge  even  less, 
99  cents,  for  TV  shows.  Very  Hollywood-friendly  strategy:  Drive 
the  price  of  content  to  zero  to  sell  more  hardware. 

Jobs  isn't  known  for  treating  partners  well.  AT&T,  the  wire- 
less carrier  for  iPhone,  was  entirely  shut  out  of  selling  its  content 
services  on  Apple's  phone.  Jobs  scooped  up  that  for  himself, 
announcing  plans  to  sell  ringtones  and  songs  directly  to 
phone  users,  with  no  help  from  AT&T. 

Ten  years  ago  pundits  were  drafting  Apple's  obituary. 


Look  familiar?  Apple's  famous  "Big  Brother" 
video  of  Steve  Jobs  at  work  in  September. 


Today,  after  an  amazing  turn- 
around engineered  by  Jobs, 
Apple  ranks  among  the 
world's  hottest  brands.  Rev- 
enue in  the  current  fiscal  year 
(which  ends  in  September) 
should  top  $23  billion,  a 
nearly  fourfold  rise  since 
2004.  Sales  of  its  computers 
are  growing  at  three  times  the 
rate  of  the  PC  industry,  and  the  iPod  has  70%  of  the  MP3  player 
market.  The  iTunes  online  store  has  delivered  more  than  100  mil- 
lion TV  shows  and  3  billion  songs,  making  Apple  the  third- 
biggest  music  retailer  in  the  U.S. 

But  the  flip  side  of  Apples  success  is  that  Apple  has  started 
to  seem  scary.  Jobs'  ambitions  go  way  beyond  making  comput- 
ers and  gadgets.  He's  the  most  powerful  figure  in  the  music  busi- 
ness and  is  maneuvering  toward  domi- 
nance in  the  movie  and  TV  business  as 
well.  No  longer  is  Apple  the  plucky 
underdog  out  to  save  the  world. 
Remember  its  "Big  Brother"  television 
commercial  from  1984?  In  those  days 
Big  Brother  was  IBM.  Now  Apple  has 
morphed  into  Big  Brother,  complete 
with  Jobs'  face  beamed  onto  giant 
screens  at  Apple  events. 

Lately  he's  lost  some  of  his  magic. 
AppleTV  has  been  a  flop.  The  iPhone 
started  strong  but  must  be  fading— why 
else  cut  the  price?  (Official  spin  from 
Apple  is  that  it  wants  to  boost  sales  dur- 
ing the  holidays.  Please.  Steve  Jobs  isn't 
Santa  Claus.)  The  next  version  of  OS  X, 
called  Leopard,  has  suffered  delays.  A 
new  touchscreen  iPod  with  Wi-Fi  is  less 
than  the  all-purpose  device  it  appears 
to  be:  It  holds  only  16  gigabytes  of  data, 
has  no  camera,  mapping  software  or 
e-mail  handler.  Apple  touted  the  Wi-Fi 
as  a  great  way  to  buy  music  at  Star- 
bucks— from  the  iTunes  store.  The 
walled  garden  now  comes  with  coffee. 


A  commenter  on  my  Apple-centric  blog  had  this  message  for 
Jobs:  "You're  acting  like  Microsoft."  In  the  cult  of  Apple,  there  is 
no  greater  insult. 

This  growing  backlash  may  fizzle  if  Jobs,  a  brilliant  but 
short-tempered  figure  known  for  his  outsize  ego  and  penchant 
for  control,  can  tame  his  demons  and  persuade  media  compa- 
nies to  work  with  Apple.  Right  now  they  are  scared  to  death  of 
him.  They  should  be.  F 


i  Forbes 


Daniel  Lyons  (dlyons@forbes.com)  writes  the  Secret  Diary  of 
Steve  Jobs  at  fakesteve.blogspot.com.  His  novel,  Options,  will  be 
out  in  October. 
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Comparison  Shopper 

Retail  analyst  Christine  Augustine  came  out  of  the  business 
she  now  covers  By  Carrie  Coolidge 


AS  CHRISTINE  AUGUSTINE 
meanders  through  the  sec- 
ond floor  of  the  flagship 
Bloomingdale's  store  in 
midtown  Manhattan,  she 
examines  the  newly  arrived  fall  merchan- 
dise from  designer  Marc  Jacobs  and 
scouts  the  leftover  merchandise  that  is 
marked  down  in  price. 
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"There  are  only  a  few  things  left," 
notes  Augustine,  a  Bear  Stearns  retail 
analyst,  with  satisfaction.  Selling  at  full 
price,  of  course,  is  better  for  profit 
margins. 

On  the  other  side  of  the  floor,  Augus- 
tine, 37,  notices  a  mannequin  adorned  in 
bright  denim  jeans.  "Colored  denim  is  the 
hot  new  trend,"  she  says.  She  can  tell  you 


that  cardigans  will  be  big,  but  twin  sets 
will  not,  that  dresses  are  still  huge  and  will 
be  popular  into  spring  2008. 

Augustine  should  know.  She  used  to 
work  as  a  floor  manager  and  women's 
sportswear  buyer  at  Bloomingdale's  (now 
part  of  Macy's).  So  which  gave  her  the  bet- 
ter background  for  her  current  gig:  the 
Harvard  M.B.A.  or  the  all-nighter  she 


pulled  folding  hundreds  of  sweaters?  Few 
of  her  peers  can  claim  this  perspective.  As 
a  buyer  she  learned  how  to  create  a  mer- 
chandise mix,  how  to  analyze  sales  and  all 
about  price  management  and  stock 
reporting. 

Now  she  follows  so-called  broadline 
retailers,  meaning  large  department  and 
multiline  stores  ranging  from  Nordstrom 
to  Sears.  And  to  her  eye  this  is  a  good  time 
to  buy  some  of  the  department  store 
stocks.  The  fear  on  Wall  Street  that  con- 
sumers are  tapped  out  has  kept  these 
shares  cheap. 

Unlike  other  industries  retail  is  a 
straightforward  one  to  follow.  "It  is  very 
tangible,"  says  Augustine.  "I  go  into  a  store 
and  make  an  assessment,  which  can  be 
very  anecdotal.  That's  why  it  is  important 
to  visit  stores  regularly." 

She  has  a  bunch  of  undervalued 


spending  and  marketing. 

She  pays  special  attention  to  Wal- 
Mart,  the  world's  largest  retailer.  Every 
week  for  the  past  five  years  she  has  vis- 
ited a  Wal-Mart  outlet  around  the  coun- 
try, walking  the  aisles  with  her  checklist. 
How  full  are  the  parking  lots?  How  clean 
are  the  stores?  How  well  stocked  are  the 
shelves?  How  much  of  the  apparel  has 
been  marked  down  or  put  on  clearance? 
Are  there  enough  of  the  basic  items  that 
customers  always  want  to  buy:  paper 
towels,  laundry  detergent,  bottled  water? 

Next  she  looks  around  for  other 
items  that  have  been  put  on  sale.  Too 
much  on  sale  is  a  bad  sign.  Wal-Mart 
aims  to  be  the  price-cutter  to  begin  with, 
hence  a  markdown  means  bad  purchas- 
ing decisions. 

Before  calling  it  a  day,  she  counts  the 
number  of  cash  registers  that  are  open, 


waiting.  ...  In-stocks  in  grocery  and 
housekeeping  were  two  areas  for  improve- 
ment. Markdowns  in  apparel  were  very 
high,  with  nearly  30  such  racks  in 
women's.  ..."  The  store  received  an  aver- 
age score  of  3.1  out  of  a  possible  5.  Augus- 
tine's report  is  sent  out  every  Monday 
morning  to  Bear  Stearns'  institutional  and 
retail  clients. 

She  thinks  that  overall  Wal-Mart  is 
on  the  right  track.  Operationally,  as 
her  visits  show,  the  company  has  lost 
none  of  its  edge.  Sure,  the  giant  has 
been  hammered  by  everything  from 
allegations  that  it  underpays  workers  to 
worries  about  gas  costs,  warier 
consumers  and  overexpansion.  But 
Augustine  notes  with  approval  that 
the  chain  is  slowing  its  new  store  open- 
ings to  concentrate  on  what  it  has — 
and  is  also  buying  back  shares,  always  a 


Closeoirt  Sale 


This  quartet  of  department  store  stocks  are  Augustine's  favorites.  While  they  are  hardly  triumphant  lately  amid  a  droop  in  the 
retail  sector,  they  each  have  valuable  assets  and  are  well  run.  And  the  stocks  are  affordable. 


PRICE 

SAME-STORE 

COMPANY 

52-WEEK 
RECENT  HIGH 

P/E 

SALES 
GROWTH1 

COMMENT 

MACY'S 

$31 

$47 

18 

-1.1% 

Owns  70%  of  its  stores;  valuable  real  estate. 

NORDSTROM 

47 

60 

17 

7.4 

Well-positioned  in  higher-income  demographic;  valuable  real  estate.  § 

J.C.  PENNEY 

67 

87 

13 

1.1 

Rolling  out  Sephora  beauty  boutiques;  adding  freestanding  stores. 

|  WAL-MART 

43 

52 

14 

1.32 

Repurchasing  shares  instead  of  building  new  domestic  stores. 

Prices  as  of  Sept.  4.  'Most  recent  quarter  versus  one  year  ago.  2Domestic. 

Sources:  Bear  Steams;  Reuters  Fundamentals  via  FactSet  Research  Sysems;  companies. 


favorites  (see  table)  that  could  be  taken 
over,  with  the  exception  of  Wal-Mart  (too 
big).  Their  real  estate  is  one  very  enticing 
feature.  So  is  how  they  do  business. 
Kohlberg  Kravis  Roberts  had  a  reported 
flirtation  with  Macy's  during  the  summer. 
While  buyouts  are  on  hold  during  the  cur- 
rent credit  squeeze,  she  believes  many 
department  store  chains  will  be  back  in 
play  once  the  situation  eases  up. 

It's  how  Augustine  gauges  a 
company's  retail  prowess — its  fashion 
sense  and  merchandising  skill — that 
makes  her  opinions  worth  heeding.  She 
soured  on  Sears,  for  instance,  once  she 
saw  it  had  built  up  too  much  inventory. 
Under  the  control  of  hedge  fund 
operator  Edward  Lampert  since  2005, 
the  company  has  scrimped  on  capital 


as  well  as  the  number  of  people  waiting 
in  line  at  each  register,  and  then  calcu- 
lates how  long  it  will  take  them  on  aver- 
age to  check  out.  "It's  ideal  if  only  one  or 
two  people  are  in  line  with  one-third  of 
the  registers  open,"  she  says.  "But  I  will 
give  the  store  a  low  score  if  a  customer 
has  to  wait  in  line  for  20  minutes."  If  the 
store  seems  short  on  staff  and  the  end  of 
a  quarter  is  near,  that  is  a  red  flag  to 
Augustine.  "It  may  mean  the  store  is  cut- 
ting back  on  payroll  expenses  to  make 
sure  it  makes  its  numbers." 

One  Wal-Mart  store  she  visited  in 
Commack,  N.Y.  in  late  June  was  given  a 
report  that  said:  "Traffic  levels  were  good 
and  the  parking  lot  was  about  60%  full. 
Eight  of  the  store's  18  registers  were  open; 
there  were  some  lanes  with  no  customers 


crowd-pleaser  on  Wall  Street. 

At  retailer  J.C.  Penney,  long  a  dowdy 
underachiever,  Augustine  is  happy  to  see 
things  finally  getting  spruced  up.  It  is 
adding  Sephora  beauty  boutiques  in 
stores,  which  should  bring  some  zest. 

Macy's,  until  recendy  known  as  Feder- 
ated, has  a  similar  middlebrow  position 
(Bloomie's  is  the  exception).  The  company 
had  growing  pains  after  it  bought  some 
stores  from  now  defunct  May. 

Augustine  values  Macy's  real  estate 
highly.  The  chain  owns  70%  of  its  stores, 
which  would  make  it  very  enticing  to  a 
private  equity  buyer.  The  strongest  per- 
former of  her  faves  is  Nordstrom,  the 
high-end  retailer,  which  enjoys  the  best 
same-store  sales  growth.  At  17  times  trail- 
ing earnings,  it's  on  sale.  F 
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REAL  ESTATE 


Healthy  Choice 


You  can  still  get  a  nice  yield  and  decent  growth  from  REITs  that  own  hospitals, 

nursing  homes  and  doctors'  offices. 

By  Dorothy  Pomerantz 


Ventas'  Debra  Cafaro  has  made  a  big  play  in  assisted-living  quarters. 


REAL  ESTATE  INVESTMENT 
trusts  have  cooled  off  as 
fast  as  the  sport  of  condo 
flipping.  Thus  far  this  year 
equity  trusts — collections  of 
properties  that  shunt  you  nice  dividends 
from  their  rental  incomes — are  down  8% 
in  total  return  (price  and  dividend), 
while  the  S&P  500  has  managed  to  eke 
out  a  4%  gain. 

But  the  real  hounds  in  the  REIT 
kennel  are  health  care  REITs,  off  10.5%. 
Only  residential  and  self-storage  REITs  are 
performing  worse. 

Why  are  health  REITs  out  of  favor? 
For  political  reasons.  Health  REITs, 
which  make  up  7%  of  the  REIT  sector, 
rely  on  government  reimbursements 
from  Medicaid  and  Medicare  at  hospi- 
tals and  long-term  acute  care  centers.  If 
the  government  cuts  funding,  the  health 
REITs  run  the  risk  of  going  bankrupt,  as 
happened  in  the  late  1990s.  The  Clinton 
Administration  sliced  Medicare  payouts, 
and  that  shuttered  a  lot  of  nursing 
homes.  Sun  Healthcare  Group  and  Gen- 
esis Health  Ventures  were  driven  into 
Chapter  1 1. 

But  for  many  health  REITs  the  risk  is 
overstated.  Congress  is  flummoxed  on 
what  to  do  about  the  health  issue,  so  don't 
expect  policy  changes  soon.  And  cuts  in 
Medicare  and  Medicaid  are  rare,  since  the 
elderly  are  a  powerful  bloc  on  the  Wash- 
ington scene. 

Moreover,  many  health  REITs  are 
moving  away  from  hospital-type  prop- 
erties and  into  assisted  living,  where 
residents  pay  out  of  their  own  pockets, 
and  into  medical  office  buildings,  which 
operate  much  like  traditional  offices. 

REITs  in  general  are  thought  to  be  at 
risk  of  weakening  rental  streams  in  a 
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THERE  ARE  TRIED  AND  TRUE  WAYS 
TO  RAISE  CAPITAL.  IF  ONLY  THE  MARKETS 

WERE  TRIED  AND  TRUE. 


'     '  y  f    WITH  WACHOVIA 

ir  company  has  plans.  Market  swings  shouldn't  put  them  on  hold, 
chovia  gives  you  the  power  to  succeed  by  leveraging  an  integrated 
porate  and  investment  banking  platform  and  the  nation's  third-largest 
-service  retail  brokerage  firm.1  By  combining  our  strengths  and  expertise 
h  a  highly  collaborative  approach,  we  can  develop  a  solution  unique  to 
jr  business.  A  solution  that  helps  you  perform  in  all  market  conditions, 
;ardless  of  the  ups  and  downs. 


VESTMENT  BANKING 
VISORY 

RPORATE  BANKING 
UITY 

ED  INCOME 
TAIL  BROKERAGE 


wachovia 
Securities 


hovia  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  LLC,  and 
hovia  Securities,  LLC,  members  NYSE,  NASD  and  SIPC,  and  Wachovia  Bank,  N.A.  'Ranking  is  based  on  client  assets  as  of  last  fiscal  quarter  of  2006.  ©2007  Wachovia  Corporation 


When  a  car  company 

charges  for  roadside  assistance, 
aren't  they  really 


just  helping  themselves? 


Th  in  k-Abou  t-It.  co  m 


REIT 


Health  Care  Properties 


recession.  But  health  REITs  are  better 
insulated  from  an  economic  slump  than, 
for  instance,  office  REITs.  They  own  hos- 
pitals, nursing  homes,  assisted-living 
complexes  and  medical  office  buildings — 
and  demand  for  these  has  little  to  do  with 
the  economy.  And  the  health  trusts  pay 
nice  dividends,  with  yields  averaging  6%, 
against  4.1%  for  apartment  REITs  and 
4.2%  for  office  REITs. 

"These  are  definitely  defensive  REITs," 
says  James  Sullivan,  an  analyst  at  Green 
Street  Advisors,  the  real  estate  research 
firm.  "During  downturns,  they're  a  great 
place  to  be."  With  Green  Street's  help, 
we've  compiled  a  list  of 
health  REITs  with  robust 
projected  earnings  (see 
table). 

Sullivan  expects  the 
REITs  to  benefit  from 
an  aging  population. 
By  2010  there  will  be 
6  million  people  in 
the  U.S.  over  the  age 
of  85.  One-quarter  of 
them  will  need  to  live 
in  nursing  or  assisted- 
living  homes  at  some 
point. 

Ventas  is  one  REIT  that  is  busily  tak- 
ing advantage  of  that  trend  by  buying  up 
other  companies — and  illustrates  the 
underlying  value  that  wise  investors  see 
in  this  area.  Since  2005  Chief  Executive 
Debra  Cafaro  has  spent  $4  billion  on  230 
properties,  making  Ventas  the  second- 
largest  health  care  REIT  with  a  market 
cap  of  $5  billion  and  512  properties. 

One  of  the  few  female  REIT  chiefs, 
Cafaro  took  over  the  company  in  1999 
just  after  government  reimbursement 
cuts  nearly  forced  Ventas  into  bank- 
ruptcy. She  refinanced  the  company's 
debt  and  then  went  on  a  massive  buying 
spree.  Since  2002  she  has  quadrupled  the 
size  of  the  company  and  turned  it  very 
profitable. 


In  2006  Ventas  earned  $250  million 
in  funds  from  operations  (the  REIT  ver- 
sion of  earnings:  net  income  with  depre- 
ciation added  back  in  but  nonrecurring 
gains  taken  out).  Her  biggest  buy  was  the 
$2  billion  purchase  of  Sunrise  Senior 
Living  REIT  in  April.  She  won  a  bidding 
war  for  the  77  properties  in  January  with 
an  offer  of  $15  per  share.  This  was  a  very 
contentious  struggle. 

At  the  last  minute  Health  Care  Prop- 
erties, the  nation's  largest  health  REIT, 
came  back  with  an  $18  offer  despite  hav- 
ing signed  an  agreement  not  to  rebid. 
Cafaro  went  to  court  in  Canada  to  force 


which  eliminates  the  need  for  a  middle- 
man operator.  Ventas  will  directly  pay  a 
management  company  a  flat  fee  to  run 
the  homes  and  then  takes  all  of  the  profit 
(paying  taxes,  of  course).  Tax  law  allows 
this  as  long  as  no  more  than  20%  of  a 
REIT's  property  value  is  in  a  taxable  sub- 
sidiary, and  Sunrise  makes  up  only  10% 
of  Ventas'  assets. 

With  their  stocks  down,  health  care 
REITs  are  cheap  in  comparison  with  the 
estimated  liquidating  value  of  their 
assets.  Green  Street  expects  improved 
future  earnings.  Analyst  Sullivan  says 
Ventas'  FFO  will  expand  7%  per  year  over 


Sick  But  Not  Dead 


We've  found  health  REITs  with  strong  historical  earnings  (FFO)  via  Green  Street,  which  also  estimated 
NAV.  They  pay  good  dividends;  their  stocks  are  down.  So  buy  now  before  the  patient  recovers. 


RECENT 
PRICE 


DIVIDEND 
YIELD 


+/-TO 
'07  EST. 
NAV 


5-YEAR 
ANNUALIZED 
GROWTH  FFO1 


NET 
ASSETS 
($BIL) 


$30.44 


5.8% 


1% 


!.9% 


$6.19 


Health  Care  REIT 


39.76 


6.6 


-3 


19.7 


3.34 


Nationwide  Health  Properties 


27.19 


6.0 


-9 


10.3 


2.70 


Ventas 


37.76 


5.0 


-4 


23.7 


5.27 


Prices  as  of  Sept.  5.  'Funds  from  operations  are  net  income  plus  depreciation  including  capital  costs. 
Sources:  Green  Street  Advisors;  Worldscope  via  FactSet  Research  Systems;  Forbes  estimates. 


Sunrise,  which  is  headquartered  in 
Toronto,  to  stop  negotiating  with  HCP. 
Two  courts  agreed  with  her,  but  she  even- 
tually had  to  up  the  bid  to  $16.50  per 
share,  a  $100  million  increase. 

Cafaro  doesn't  think  she  overpaid. 
Typically,  health  care  REITs  only  collect 
rent.  Another  company  operates  the 
property:  paying  rent  to  Ventas,  hiring 
staff  and  collecting  payments  from  resi- 
dents. That  means  the  REIT  has  a  steady 
income  but  doesn't  get  any  of  the  profit 
if  the  home  makes  money. 

Sunrise  is  a  rare  collection  of  high- 
quality  homes  that  can  demand  top  dol- 
lar. Ventas  would  like  to  see  its  share  of 
Sunrise's  bottom  line.  So  Cafaro  put  the 
properties  into  a  taxable  subsidiary, 


the  next  three  years. 

Another  REIT  with  a  high  expected 
growth  (9%)  is  Health  Care  Properties, 
which  was  Ventas'  rival  for  Sunrise.  Like 
Ventas,  HCP  is  getting  out  of  hospitals 
and  nursing  homes  in  favor  of  assisted 
living.  Only  16%  of  HCP's  675  proper- 
ties are  hospitals  and  nursing  homes. 
This  company  is  trading  at  a  1%  pre- 
mium to  NAV. 

If  you  don't  mind  owning  nursing 
homes,  buy  Health  Care  REIT.  This  com- 
pany is  buying  up  the  nursing  homes  oth- 
ers are  selling.  It  has  acquired  half  of  its 
30,000  nursing  home  beds  in  the  past  two 
years.  Green  Street  projects  strong  earn- 
ings growth.  The  6.6%  yield  is  the  best  of 
the  bunch.  F 


Demog    hies  will  favor  health  care  REITs:  By  2010  there 
will  be  |  million  people    the  U.S.  over  the  age 
of  85.  And  someone  will  nave  to  care  for  them. 
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ick  in  14+%  yields  with  Energy  Trust  Bargains! 


wbes  has  an  advisory  service  for  every 
vestor  seeking  refuge  from  stock  market  volatility. 

If  capital  preservation  and  maximum  income  are  primary  investment 
3als,  you  may  already  have  discovered  the  market-defying  advantages  of... 

•  Investment  grade  and  high-yield  bonds 

•  Tax  advantaged  Preferreds  and  Dividend  stocks 

•  Canadian  Energy  Trusts  and  convertibles 

•  Current  yields  of  10%  and  more 

For  many  sawy  investors  these  low-risk  income  securities  are  the 
•mor  that  protects  the  conservative  portion  of  a  portfolio. 

But  if  you  are  an  equity  investor  who's  feeling  whipsawed  by  market 
irmoil,  and  you  are  wondering  "what  now?". .  .  perhaps  it's  time  you 
msider  putting  at  least  part  of  your  portfolio  into  income  securities. 

Are  you  going  to  continue  to  ride  the  stock  market  roller  coaster?  Or 
■e  you  ready  for  the  certainty  that  your  capital  is... 

•  Safe  from  the  volatility  of  the  stock  market 

•  Earning  up  to  100%  greater  income  than  it  would 
from  stocks 

•  Positioned  to  grow  by  14%. .  .18%. .  .even  20%  or  more  a  year 
Now,  whether  you  know  a  preferred  from  a  convertible,  Forbes  has 

:amed  up  with  the  leading  authority  on  income  securities  to  offer  you 
cpert  guidance. 


Is  NASDAQ  plummeted  40%  in  2000,  Richard 
.ehmann's  portfolio  of  high-yield  bonds  actually 
vent  up  in  value  while  it  paid  13.25%  cash  income! 
n  2003,  Lehmann's  portfolio  had  a  total  return  of 
17.3%!  In  2004  and  2005,  he  beat  stocks  again, 
n  2006,  Lehmann's  relatively  safe  Medium 
lisk  portfolio  returned  a  respectable  14.3%. 

In  turbulent  times  like  these,  income  securities  offer 
■nerous  returns  and  most  importantly  peace  of  mind.  You'll  have  all 
e  information  you  need  to  get  started  when  you  subscribe  to 
irbes/Lehmann  Income  Securities  Investor. 

you're  interested  in  asset  protection  and  reliable 
icome,  there's  no  better  expert  than  Richard  Lehmann. 

!  Richard  Lehmann  has  been  a  recognized  authority  on  income  secu- 
ies  for  more  than  30  years.  He  is  the  Fixed  Income  columnist  for 
irbcs  Magazine.  He  is  frequently  quoted  in  the  Wall  Street  Journal, 
irrons,  Money  and  the  New  York  Times. 


3  FREE  Bonus  Reports  When  You  Subscribe: 

•  "Top  3  Yield  Gushers  To  Fatten  Your  Wallet" 
'  "Insiders  Guide  to  Buying  High  Yielding 

Preferreds  and  Trusts" 
'  "Richard Lehmann's  Income  Securities  Owners  Manual' 


Income  Securities  Investor  is  a  joint  effort  from  Forbes  and  Richard 
Lehmann  that  enables  you  to  match  income  securities  to  your 
risk/reward  goals.  Compared  to  the  volatile  stock  market,  all  of  our 
model  portfolios  are  a  safe  harbor,  even  if  you  maximize  your  income 
by  selecting  high-yield  bonds  or  preferreds  of  8%  and  higher. 

In  each  monthly  issue  you'll  find  9  specific  buy  recommendations, 
plus  holds,  sells  and  follow  up  information  you  need  to  execute  your 
own  program.  You  also  get  Richard's  "Pick  of  the  Month."  You'll  find 
detailed  reasons  for  every  recommendation  that  you  won't  get  from 
most  brokers  or  bond  funds.  Currently  Richard  is  taking  advantage  of 
the  juicy  15+%  yields  in  beaten  down  Canadian  Energy  Trusts. 

The  best  and  easiest  vvay  to  decide  if  income  securities  make  sense 
for  you  is  to  begin  your  subscription  to  get  our  3  Free  Reports.  If  not 
delighted,  you  can  cancel  and  we  will  send  a  full  refund  for  any  issues 
you  haven't  yet  received.  Even  if  you  cancel,  you  are  welcome  to  keep  the 
3  Special  Reports  with  our  compliments.  Right  now  we  are  offering 
Richard's  profitable  advice  for  just  $195  for  12  montly  issues  delivered 
online,  a  savings  of  more  than  $160  off  the  single  issue  cost.  Act  now,  mail 
the  coupon  below  or  subscribe  online  at: 

www.forbesnewsletters.com/lehmann 
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THE  GOLDEN  AGE 
LOYALTY  PROGRAMS 


By  Michael  Roney 


here  once  was  a  time  when  frequent  business  travelers  looking  to  maximize 
earnings  were  forced  to  make  compromises  in  their  travel  routines.  That's 
hardly  the  case  now.  Loyalty  programs  offered  by  hotels,  airlines  and  car  rental 
firms  have  never  been  more  flexible  or  valuable,  with  a  varied  and  ever- 
expanding  range  of  perks,  piersonajlizatiort  options  and  rewards. 
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The  primary  currency  for  the  rewards  component  is  points  or 
miles  that  travelers  can  redeem  for  free  stays,  free  flights,  upgrades 
and  a  wide  range  of  leading-brand  merchandise  and  services.  And 
in  addition  to  cruises  and  vacations  at  such  family  resort  destina- 
tions as  Disneyland®  Parks  and  Walt  Disney  World®,  major  hotel 
families  such  as  Intercontinental  Hotels  Group  (IHG)  and 
Hilton  now  even  offer  experiential  rewards,  ranging  from  skydiv- 
ing and  white-water  rafting  to  motorcycle  tours. 

It  all  certainly  sounds  great  —  and  you  could  say  we're  in  a 
golden  age  of  loyalty  programs  —  but  this  lavish  buffet  of 
earnings  and  reward  choices  is  creating  a  new  challenge:  how 
to  best  sort  it  all  out  in  order  to  maximize  return  value  for  your 
travel  investment. 

FINDING  REAL  REWARD  VALUE 

Analyzing  loyalty  reward  value  is  a  complex  equation.  Each 
loyalty  program  encompasses  different  tiers  of  elite  member- 
ship, and  within  each  of  those  programs  and  tiers  are  interre- 
lated matrices  of  earnings  opportunities  and  reward  items.  That 
complexity  is  then  bumped  up  a  few  more  notches  by  a  wide 
range  in  the  earnings  potential,  flexibility  and  currency  of  the 
loyalty  credits,  depending  on  who  is  offering  them. 

Evaluating  these  competing  programs  is  clearly  not  an 
apples-to-apples  exercise.  For  example,  Starwood  Hotels  and 
Resorts  offers  two  points  per  dollar  spent,  while  Hyatt  gives 
five  points  per  dollar,  and  Hilton  HHonors®,  Marriott  and 
IHG  award  ten  points  per  dollar.  That  means  there's  no  direct 
comparability  unless  you  look  at  the  awards  charts  and  do  the 
"I  have  to  spend  X'  dollars  to  get  this  reward  night"  math. 

And  it  gets  more  complicated.  A  case  in  point  is  Marriott's 
Anytime  award,  with  which  customers  can  pay  twice  the  normal 
award  point  amount  to  book  a  hotel  on  a  blackout  date.  Hilton 
takes  a  slightly  different  approach  in  that  the  Gold  and  Diamond 
elite  members  of  its  Hilton  HHonors®  program  don't  need  to  pay 
any  additional  points  for  blackout  dates;  the  reward  cost  is  the 
same  whether  those  days  are  blacked  out  or  not.  How  much  is 
that  worth? 

"Travelers  need  to  take  a  look  at  the  true  value  that  award  charts 
offer,"  advises  Adam  Burke,  senior  vice  president,  Customer 
Loyalty,  Hilton  Hotels  Corporation.  "Because  there's  not  a  com- 
mon currency,  it  means  that  it's  a  little  bit  difficult  for  customers 
to  understand  the  value  they  get  unless  they  take  a  close  look  at 
what  they  will  have  to  spend  to  attain  certain  rewards." 


Ultimately,  taking  full  advantage  of  loyalty  earnings  com 
down  to  evaluating  three  key  attributes: 

•  Flexibility:  How  flexible  is  your  program  in  providit 
multiple  ways  to  earn  and  spend  your  rewards? 

•  Currency:  How  transferable  are  your  loyalty  credits 
other  programs?  Are  there  earning  opportunities  outsU 
of  flying  on  a  certain  airline  or  simply  staying  in  oi 
brand  of  hotels? 

•  Earning  Power:  How  quicldy  does  your  loyalty  progra 
allow  you  to  earn  points  or  miles? 

"Any  frequent  traveler  should  ask:  Does  it  suit  my  needs?  Ar 
does  this  company  reward  me  for  doing  business  with  them 
states  Steve  Sickel,  senior  vice  president,  multibrand  and  relatio: 
ship  marketing  for  IHG  and  its  Priority  Club®  Rewards  prograr 
"Members  see  loyalty  programs  as  a  great  way  to  reward  not  on 
themselves  but  also  their  significant  others  for  the  sacrifices 
being  away  from  home  as  a  frequent  traveler.  Take  time  to  tal 
advantage  of  what's  out  there,  and  you  and  your  family  will  I 
glad  you  did  when  vacation  time  finally  comes  along." 

EVALUATING  FLEXIBILITY 
AND  CURRENCY 

A  key  factor  in  the  value  of  any  program's  earnings  scheri 
is  its  flexibility  and  currency  —  the  ease  with  which  you  a 
use  and  exchange  points  or  miles. 

"Our  research  shows  that  people  see  points  as  no  differe 
from  cash  in  a  bank  account,"  Sickel  explains.  "With  th 
insight  we've  added  lots  of  redemption  options  in  Priority  Ck 
Rewards  so  that  members  can  use  their  points  for  nearly  an 
thing  they  can  buy  with  cash,  from  hotel  stays,  airline  ticke 

A  key  factor  in  the  valui 
of  any  program'J 
earning  scheme  is  it! 
flexibility  and  currency  A 


t's  hospitable 
to  Double  Dip 
after  all. 


When  you  are  a  Hilton  HHonors  member,  traveling  for 
business  is  actually  a  pleasure.  As  your  HHonors  Points 
add  up,  you  can  choose  how  you  use  them.  Stay  at  more 
than  2,800  participating  Hilton  Family  hotels  to  earn 
points.  Or  you  can  Double  Dip  for  a  little  of  both: 
HHonors  Points  and  HHonors  Points,  HHonors  Points 
and  Fixed  Miles,  or  HHonors  Points  and  Variable  Miles. 
Visit  hiltonhhonors.com/myway,  select  your  preference 
in  your  membership  profile  and  pack  your  bags. 


Hilton 
Grand  Vacations 


TheHiltonFamily 

be  hospitable 


Hilton  HHonors 

Points&MUes- 
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and  car  rentals  to  merchandise,  dining  and  shopping  certi 
cates,  and  even  professional  sports  experiences.  Last  but  ni 
least,  our  members  have  earned  these  points,  so  Priority  Clt 
points  never  expire,"  he  adds. 

Indeed,  you're  usually  going  to  get  the  most  value  per  doll 
spent  through  the  hotel  programs  these  days,  due  to  the  greai 
reward  and  convertibility  options  generally  available  throuj 
hotels.  "People  have  gotten  very  good  at  finding  affordable  a 
fares,  while  over  time  we've  seen  rates  increase  in  the  ho 
industry,"  Burke  notes.  "People  are  recognizing  that  there 
tremendous  value  in  redeeming  points  in  the  hotel  stays.  Ah 
the  rewards  are  so  broadly  available  that  it's  easy  for  people 
take  trips  when  they  want." 

Hilton  HHonors  provides  three  ways  in  which  memb« 
accumulate  both  hotel  points  and  airline  miles  each  time  th 
stay  at  a  participating  hotel  —  a  benefit  the  company  ca 
Double  Dipping®.  The  program  also  includes  "reverse  conv< 
sion,"  exchanging  miles  to  points,  while  IHG's  Priority  Cli 
Rewards  also  allow  you  to  earn  airline  miles  instead  of  ho 
points  —  all  valuable  perks  in  the  current  environment  of  fi 
planes  and  highly  competitive  seat  awards. 

With  airlines,  hotels  and  car  rental  companies,  alliances  and  pa 
nerships  with  other  travel  providers  can  make  a  huge  difference 
the  convenience  and  convertibility  of  your  earned  award  points. 

For  example,  you  can  earn  miles  on  British  Airways  (BA) 
staying  at  Hilton,  Marriott  and  Sheraton  hotels,  and  renti 
through  Avis,  Alamo  and  National.  You  can  also  exchan 
points  to  BA  miles  through  the  Hilton  HHonors,  Marric 
Rewards  and  Starwood  Preferred  Guest  programs.  Lufthans 
Miles  &  More  program,  shared  with  its  partner  airlines,  al 
maintains  exchange  arrangements  with  Hertz,  Hilton,  IH 
Starwood  and  numerous  other  travel  service  providers,  wh 
Hertz  also  allows  you  to  convert  points  to  miles  in  the  frequei 
flier  programs  of  1 1  other  major  airlines  and  Amtrak,  as  well 
with  Marriott  Rewards  and  Priority  Club. 

BA  offers  one-way  awards  for  half  the  number  of  mi 
required  for  a  round-trip.  "It  allows  for  an  entirely  new  level 
flexibility  in  how  you  use  your  miles,"  states  Peter  Schina 
BAs  director  of  relationship  marketing.  "If  you  want  to  redee 
one-way  in  business  class  going  over,  you  can  redeem  one-w 
in  economy  going  back,  and  we  also  offer  this  domestica 
with  our  partner,  American  Airlines.  Obviously,  it  also  woi 
very  well  if  a  round-trip  isn't  available." 


Save  up  to  20% 
Save  an  extra  5% 
Free  #1  Club  Gold  membership 


Small  businesses  save  big  with  Hertz. 


Save  every  time  you  rent  a  car  from  Hertz.  Did  you  know  that  as  a  small  business, 
you  could  save  up  to  20%  on  Hertz  Business  Travel  Rates  every  time  you  rent?  Just  use  Hertz 
CDP#  306613  when  you  reserve  a  car  and  get  savings  on  the  base  rental  rates. 

Get  an  additional  5%  off  when  you  use  your  American  Express®  Business  Card. 

Hertz  has  teamed  up  with  OPEN  from  American  Express5"  to  offer  an  extra  5%  off  your  total 
rental  charges,  including  surcharges  and  taxes,  on  every  car  rental  when  you  pay  with 
your  American  Express  Business  Card.  The  extra  596  savings  is  combinable  with  any  Hertz 
offer  and  will  automatically  appear  on  your  American  Express  billing  statement.  Plus,  as  an 
American  Express  Business  Cardmember,  you  are  entitled  to  a  fee-waived  Hertz  #1  Club  Gold" 
membership  —  our  fastest  way  to  rent  a  car.  For  details,  go  to  hertz.com/open. 

To  make  a  reservation,  visit  hertz.com,  call  1-800-654-3131,  or  contact  your  travel 
professional.  To  learn  more  about  OPEN  from  American  Express  and  business  savings, 
visit  opensavings.com. 


AJVIERI&OJMl 
I EXPRESS 


OPEN 


FOR  BUSINESS 


LUdUL 


irtZ.COHl      Hertz  rents  Fords  and  other  fine  cars.  ®  Reg.  U.S.  Pat.  off.  ©  2007  Hertz  System,  mc 

3R  YOUR  INFORMATION:  To  receive  your  5%  savings,  payment  must  be  made  with  an  American  Express®  Business  Card, 
ivings  will  be  credited  to  your  American  Express  Business  Card  billing  statement.  All  savings  referenced  are  in  addition  to  any 
ertz  offers.  Valid  only  at  Hertz  corporate-owned  U.S.  locations.  Participation  and  offers  are  subject  to  change  without  notice. 
:rms  and  conditions  apply. 


ADVERTISEMENT  6 


DOWNTIME  IN  FLORENCE 


IHG's  Priority  Club  even  lets  you  use  points  to  stay  at  othe  r 
hotels  —  including  boutiques  and  competitors  —  through  ii 
"Any  Hotel,  Anywhere"  reward,  available  to  members  in  the  U.S 
Canada,  Mexico,  the  U.K.  and  Europe,  while  Hertz  allows  its  # 
Club  members  to  exchange  points  for  miles  in  the  frequent-flie 
programs  of  a  range  of  airlines,  as  well  as  in  the  Marriol 
Rewards®,  Priority  Club,  and  Amtrak  Guest  Rewards®  program;  I 

"There  are  many  different  travel  award  programs  already  i 
the  market,  so  we  wanted  one  that  customers  would  see  as 
value,"  notes  Frank  Camacho,  staff  vice  president,  marketing 
for  Hertz.  "With  that  in  mind,  we  structured  Hertz  # 
Rewards  so  that  customers  are  able  to  redeem  their  points  foi 
free  car  rentals  from  Hertz,  with  no  blackouts  or  capacir 
restrictions,  even  on  our  very  desirable  Prestige  and  Fu| 
Collection  vehicles,  or  to  exchange  them  for  airline  miles 
they  choose." 

This  currency  factor  clearly  should  not  be  underestimated  t 
when  you're  deciding  where  to  concentrate  your  travel  spend 
ing.  Or,  as  Burke  puts  it:  "Any  award  program  is  only  as  goo<  \t 
as  your  ability  to  use  the  points." 


k 

I 

if 


MAXIMIZING  YOUR  EARNING 
POWER  WITH  ELITE  STATUS 

To  achieve  the  greatest  success  in  supercharging  loyalty  earn 
ings,  focus  your  travel  spending  on  a  single  major  hotel  group! 
airline  and  car  rental  company,  preferably  those  at  which  you 
can  reach  elite  membership  levels  in  the  least  amount  of  time 
Once  you've  attained  that  higher  level  of  recognition,  you'll 
obviously  benefit  from  enhanced  levels  of  service,  while  thi 
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1970s  pop  star  Er 
Carmen  once  sand 
"I  don't  know  wha] 
int,  but  I  want  it  now, 
and  that  may  be  ai 
apt  characterizatior 
of  today's  loyaltj 
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iles  and  points  accumulate  at  an 
:celerated  pace. 

Hilton  HHonors  and  IHG's 
iority  Club  Rewards  both  pro- 
de  various  ways  to  reach  elite 
atus,  allowing  you  to  act  like 
ly  veteran  traveler  by  choosing 
ie  method  that  will  get  you  there 
le  quickest.  You  can  attain 
ilton  HHonors  Blue  and  Silver 
IP  levels  based  on  stays  or 
ghts,  and  you  can  earn  your  way 
the  Gold  and  Diamond  VIP 
;rs  with  stays,  nights  or  folio, 
kewise,   Priority  Club  offers 

old  and  Platinum  elite  levels  based  on  number  of  nights  or 
cumulated  points  —  your  choice. 

The  airlines  are  typically  a  bit  less  flexible  in  how  you  reach 
e  elite  levels,  requiring  a  specific  number  of  miles  flown.  But 
ice  you've  achieved  that  status,  the  earning  potential  in- 
eases  significantly.  BA's  Executive  Club  offers  Blue,  Silver  and 
old  membership  tiers,  with  the  Silver  and  Gold  memberships 
rning  a  mileage  bonus  of  25%  and  50%,  respectively, 
kewise,  Lufthansa's  HON  Circle  elite  status  offers  a  50% 
ileage  bonus.  Elite  status  in  a  hotel  program  provides  similar 
ihanced  earnings  opportunities,  including  point  bonuses 
nging  from  10%  to  50%. 

1ULTIPLYING  EARNINGS  AND 
PENDING  OPTIONS  FURTHER 

Keep  an  eye  on  special  loyalty  promotions  with  your  preferred 
ivel  provider  or  its  partners  to  increase  your  loyalty  earnings 
ponentially.  For  example,  Priority  Club  frequently  launches 
omotions  that  allow  you  to  earn  twice  the  points  or  miles  in 
ilf  the  time,  and  it  offers  a  "PointBreaks"  page  on 
iorityClub.com  featuring  short-term  "sales"  for  hotels  world- 
ide  at  just  5,000  points  per  night. 

Burke  says  that  Hilton  HHonors  may  have  100  of  these 
pes  of  promotions  in  any  given  month,  with  specific  offers 
rected  to  individual  customers  based  on  their  preferences. 
Of  course,  you  should  also  make  use  of  major  credit  cards 
fed  to  a  loyalty  programs,  most  of  which  not  only  earn  points 
miles  per  dollar  spent,  but  can  open  the  door  to  bonus 


earning  opportunities.  For  example,  you  currently  can  earn 
HHonors  bonus  points  on  top  of  your  basic  stay  points  for 
purchases  at  Hilton  Family  hotels  by  using  the  Hilton 
HHonors®  credit  cards,  while  Priority  Club  has  offered  an 
automatic  upgrade  to  Gold  Elite  status  as  an  incentive  for  sign- 
ing up  for  one  of  its  several  cards. 

Redemption  opportunities  are  also  expanding.  The  airlines  typi- 
cally offer  premium  leisure  offers  around  the  holiday  period  and  at 
other  times  of  the  year,  with  special  deals  for  club  members.  "We 
offer  Executive  Club  customers  frequent  opportunities  year-round 
to  buy  discounted  fares  on  www.ba.com  for  leisure  travel  to  various 
places,"  Schinasi  notes,  "and  we  regularly  offer  frequent  customers 
the  ability  to  upgrade  to  business  or  first  class." 

Most  major  airlines  also  allow  you  to  book  a  reward  flight  by 
using  a  combination  of  miles  and  credit  card  payments.  BA 
offers  a  part-miles,  part-cash  alternative  for  members  who 
won't  quite  have  the  number  of  miles  required  in  time  for  a 
desired  reward  trip.  Lufthansa  even  offers  "overdraft"  options 
for  elite  members  who  won't  quite  have  the  number  of  miles 
required  in  time  for  a  desired  reward  trip. 

Auctions  are  another  popular  redemption  scheme  in  most  air  and 
hotel  travel  programs,  affording  you  an  opportunity  to  bid  miles  for 
special  trips  and  merchandise.  At  PriorityClub.com/auctions,  you 
can  bid  on  more  than  1,500  items  and  experiences,  which  in  recent 
months  have  included  World  Series  tickets;  a  chance  to  compete 
along  with  a  PGA  TOUR  pro  in  the  Crowne  Plaza  Invitational  at 
Colonial;  all-access  passes  to  the  Masters  tournament  in  Augusta, 
Ga.;  training  equipment  and  performance  golf  clubs;  and  more. 
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earnings  and  reward 
choices  is  creating  a  new 
challenge:  how  to  best 


HELPING  SOCIETY  WITH 
CHARITY  REDEMPTIONS 

You  don't  always  need  to  spend  reward  points  on  personal 
perks  and  luxuries.  The  Hilton  HHonors  Giving  Back 
Program  and  IHG's  Room  for  Hope  are  indicative  of  loyalty 
programs  that  allow  you  to  use  your  points  or  miles  to  support 
a  wide  range  of  charities  such  as  UXICEF,  Big  Brothers  Big 
Sisters,  the  American  Red  Cross,  the  Cystic  Fibrosis 
Foundation,  St.  Jude  Children's  Research  Hospital,  the 
National  Multiple  Sclerosis  Society  and  many  others. 

Since  its  launch  in  November  2006,  Lufthansa's  Miles  & 
More  has  enabled  members  to  donate  more  than  46  million 
miles  for  charity  projects  around  the  world.  Lufthansa's  latest 
program,  Miles-to-Help,  is  unique  in  that  members  can  donate 
miles  to  a  specific  project,  such  as  the  airline's  employee- 
rounded  Help  Alliance,  supporting  orphanages,  education 
facilities  and  homeless  children  in  third-world  countries,  or 
Living  Lakes,  the  Global  Nature  Funds  marine  preservation 
network,  among  others. 

BA  has  a  charity  program  for  North  American  members 
where  they  can  transfer  miles  to  several  charities,  including  St. 
Jude  Children's  Research  Hospital  and  the  Make-A-Wish 
Foundation.  It's  not  offered  globally,  however,  so  Executive 
Club  members  interested  in  donating  excess  miles  to  a  good 
cause  should  call  BAs  service  center  to  get  details  about  the 
program.  The  charities  actually  get  the  miles,  not  dollars,  with 
each  mile  going  into  their  account,  which  they  can  then  use  for 
travel  purposes. 

Burke  savs  Hilton  HHonors  does  this  not  onlv  to  generate 


the  direct  donations,  but  also  to  give  a  voice  to  and  awarene$ 
of  the  organizations  it  supports.  "Supporting  worthy  organize 
tions  is  the  cornerstone  of  the  Giving  Back  Program,"  he  say! 
"With  the  simple  click  of  a  mouse,  HHonors  members  cai 
now  start  the  bidding  for  an  opportunity  to  give  back  in  thei 
own  special  way." 

KNOWING  WHAT  YOU  WANT 

1970s  pop  star  Eric  Carmen  once  sang,  "I  don  t  know  wan 
I  want,  but  I  want  it  now,"  and  that  may  be  an  apt  character! 
zation  of  today's  loyalty  program  market. 

Clearly,  the  earnings  options  now  available  to  the  frequea 
traveler  are  almost  baroque  in  their  richness  and  complexity 
Fortunately,  the  travel  industry's  major  brands  recognize  that 
large  part  of  their  mission  is  not  only  to  offer  ever-higher  levels  o 
benefits,  earnings  opportunities  and  personalization  options,  bu| 
also  to  make  their  programs  easy  to  understand  and  use. 

"People  want  their  loyalty  program  to  be  hassle-tree,  easy  t« 
access  and  able  to  give  them  what  they  want,  when  they  wan) 
it,'  Burke  states.  "We  want  to  make  our  program  as  transpan 
ent  as  possible  to  our  customers,  but  they  do  need  to  invesf 
some  time  in  understanding  the  value  propositions  these  pro) 
grams  offer." 
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Voted  Hotel  Loyalty 
Program  of  the  Year. 

TWICE. 


PRIORITYCLUB 

REWARDS 
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FREDDIE 


Anyone  who  has  worked  hard  to  get  to  the  top  knows  that  the  real  challenge  begins  there.  Nearly  500,000  business 
travelers  cast  their  ballots  and,  for  the  second  year  in  a  row,  our  loyalty  program,  Priority  Club®  Rewards  was  voted 
"Best  Hotel  Rewards  Program  in  the  World"  by  the  readers  of  Global  Traveler  magazine  and  "Hotel  Loyalty  Program 
of  the  Year"  at  the  19th  Annual  Freddie  Awards.  It's  no  wonder  we've  received  these  awards  two  years  running.  Our 
points  never  expire  and  can  be  redeemed  at  any  hotel — even  our  rivals' — with  our  "Any  Hotel,  Anywhere"  reward*. 
Rest  assured,  we'll  be  doing  our  best  this  year  to  earn  these  awards  yet  again.  To  learn  more  about  our  award-winning 
program,  visit  www.priorityclub.com/votedl 

From  September  17  -  December  15,  2007,  Priority  Club  Rewards  members  can  earn  triple  points  or  triple  miles.  And 
when  members  book  online,  they  will  earn  4x  the  points.  To  learn  more,  visit  priorityclub.com/triple 


CR0WNE  PLAZA 


HOTELS     8.  RESORTS 


THE  PLACE  TO  MEET. 


leem  your  Priority  Club  points  tor  a  prepaid  lodging  card,  which  can  be  used  at  lodging  establishments  where  the  American  Express1  card  is  welcome 
107  Intercontinental  Hotels  Group.  All  rights  reserved  Most  hotels  are  independently  owned  and/or  operated. 
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With  award-winning  service  to 
Europe  and  beyond,  you'll  arrive  at  ycflr 
destination  relaxed,  refreshed  arJr 
ready  for  business.  Visit  iufthartsa.com., 

•Orlando,  effective  October  30,  2007 


There's  no  better  way  to  fly.     M  Lufthans 


A  STAR  ALLIANCE  MLMBL:R  T 
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VITAMIN  BEER 


To  Your  Health? 

These  suds  are  spiked  with  vitamins,  a  tricky 
selling  point  By  Christopher  Helman 


■  ANY  OF  THE  2,500  RUN- 
laft    Afl  ners  who  completed  the 
I  race  between  Dallas  and 
I  Fort  Worth  at  the  annual 
1  Texas    Stampede  for 
Children's  Medical  Center  Dallas  last 
November  were  surprised  to  get  a  cold 
beer  at  the  finish  line.  The  pitch:  "It's  a 
beer  with  added  vitamins — to  help 
you  recover  faster."  At  that  event 
entrepreneur  Lawrence  Schwartz 
and  his  helpers  passed  out  240 
bottles  of  Stampede  Light,  his 
vitamin-fortified  brew. 

Beer  with  vitamins?  The  race 
was  one  of  21  events  Schwartz  will 
hit  in  Texas,  Florida  and  Wisconsin 
this  year  to  market  Stampede  Light, 
enhanced  with  thiamine,  riboflavin, 
niacin,  pyridoxine  and  folate. 
Stampede  is  sold  in  1,000  stores, 
including  Whole  Foods,  where  it  is 
also  offered  up  for  shoppers  to  sam- 
ple. "We're  going  to  groups  that  find 
a  benefit  in  the  product — people  like 
us,"  says  Schwartz,  a  nutrition-and- 
fitness  buff  who  heads  Stampede 
Brewing  Co.  in  Dallas. 

The  grassroots  approach  to 
marketing  isn't  just  a  way  for 
Schwartz,  42,  to  keep  costs  low 
while  he  targets  health-conscious 
drinkers.  It  is  also  supposed  to  keep 
the  government  off  his  back. 
Schwartz  came  up  with  the  idea  of 
adding  vitamins  to  beer  while  quaffing 
drinks  with  friends  after  a  gym  workout 
three  years  ago.  He  launched  Stampede  in 
November  2005  by  marketing  it  as  "beer 
with  horsepower"  and  trumpeting  its 
added  vitamins  in  print  ads  and  radio 
spots  in  Texas — and  on  his  MySpace 
page.  A  short  time  later  he  received  a  let- 
ter from  the  Alcohol  &  Tobacco  Tax  & 


Trade  Bureau,  part  of  the  U.S.  Treasury 
Department.  The  TTB  says  health-related 
claims  made  by  alcoholic  drink  manufac- 
turers must  be  verifiable  and  balanced 
with  revelations  about  the  health  risks  of 
excessive  alcohol  consumption. 

Details,  details.  Schwartz  is  lucky  most 
drinkers  don't  know — or  care — that  all 


Hefty  brew:  Stampede  Light  creator  Lawrence  Schwartz 

beer  has  some  nutritional  value.  Beer  nat- 
urally contains  a  shot  of  B  vitamins.  (Not 
coincidentally,  vegans  get  excited  about 
brewer's  yeast.)  This  entrepreneur  isn't  the 
first  to  see  nutrition  as  a  selling  point  for 
booze:  During  World  War  II  Anheuser- 
Busch  advertised  Budweiser  as  a  natural 
source  of  B  vitamins. 

Is  Stampede  Light  any  more  nutritious 


than  Bud?  Each  bottle  of  Stampede  has 
140  micrograms,  or  7%  of  the  recom- 
mended daily  allowance,  of  pyridoxine. 
The  average  beer  has  40.  Schwartz  admits 
a  beer  lover  would  have  to  drink  a  case  of 
Stampede  to  get  100%  of  the  recom- 
mended daily  allowance  of  all  B  vitamins. 
Even  so,  the  added  vitamins  help.  Stam- 
pede retails  for  $7  a  six-pack,  35%  more 
than  Anheuser-Busch's  Bud  Light.  "It  is 
perceived  to  be  better  for  you,"  says 
Schwartz,  who  took  in  $4  million  from  48 
private  investors  in  return  for  a  73%  stake 
in  his  company  and  has  ploughed 
$1.3  million  of  the  sum  into  developing 
and  marketing  Stampede. 

The  recipe  was  developed  by  the  late 
Joseph  Owades,  a  biochemist  in  Sonoma, 
Calif,  who  created  the  first  light 
beer  in  1967.  Adding  fat-soluble 
vitamins  A,  D,  E  and  K  to  Schwartz's 
brew  didn't  make  sense,  since  beer  is 
fat  free.  Owades,  who  died  in  2005 
shortly  after  completing  the  Stam- 
pede project,  ultimately  dosed 
Schwartz's  brew  with  50%  more  of 
several  B  vitamins  already  in  beer 
and  250%  more  of  pyridoxine.  He 
dabbled  with  a  higher  concentration 
of  vitamins,  but  they  hurt  the  flavor 
of  the  beer,  says  Schwartz,  who  aims 
to  cash  in  on  the  craze  for  fortified 
food  and  beverages  of  all  kinds. 

Schwartz,  who  has  racked  up 
$100,000  in  legal  fees  while  negotiat- 
ing with  the  TTB,  hopes  below-the- 
radar  marketing  tricks  will  give 
Stampede  a  boost — and  keep  him 
out  of  trouble.  He  buys  ads  on  radio 
stations.  The  "horsepower"  pitch  is 
history,  but  Schwartz  plies  the  dee- 
jays with  beer,  hoping  they  will  men- 
tion the  added  vitamins  on  air.  He 
also  spends  $5,000  a  month  to  buy 
ads  linked  to  dozens  of  keywords, 
including  "ab  workout,"  "fitness  training" 
and  "weight  lifting"  on  search  services 
Google  and  Yahoo. 

Now  if  only  consuming  the  product 
would  help  give  him  the  stamina  to  meet 
his  investors'  expectations.  Schwartz  aims 
for  a  $200,000  gross  profit  this  year  on 
revenue  of  $540,000  (35,000  cases)  and  to 
have,  within  five  years,  a  national  brand.  F 
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PAPERLESS  TIGE 


preneurs 


Lawyers  charge  a  lot 
for  discovery  and  aren't 

even  very  good  at  it. 
That  spells  opportunity 

for  H5  |  By  Daniel  Fisher 


THESE  DAYS  AN  EXECUTIVE'S 
career — or  a  multibillion-dollar 
judgment — can  turn  on  a  single 
e-mail.  Who  can  forget  the  one 
sent  by  an  American  Home 
Products  executive  who  complained  about 
spending  his  "waning  years  signing  checks 
to  fat  people  who  are  a  little  afraid  of  some 


silly  lung  problem"  and  blew  open  the  case 
on  the  diet  drug  fen-phen?  Or  the  e-mails 
that  outed  Harry  Stonecipher,  who  was 
brought  back  to  clean  up  Boeings  business 
scandals  and  was  instead  snared  in  his  own 
romantic  uproar? 

Corporations  are  evidence  machines, 
generating  terabytes  of  electronic  docu- 
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'We  give  you  the  bullets  designed  to  win": 
H5's  Nicolas  Economou  thinks  lawyers 
ihould  litigate,  not  search  for  documents. 

nents,  e-mails  and  digitally  recorded  phone 
:alls  each  year.  Lawyers  try  to  sift  through 
ill  this  dross  in  search  of  the  smoking  gun 
hat  can  determine  the  outcome  of  a  case. 
But,  so  say  studies  by  library  scientists  and 
others,  the  lawyers  aren't  very  good  at  sift- 
ng.  Worn  down  by  the  anesthetizing 
process  of  flipping  through  thousands  of 
iigital  images  a  day,  they  miss  as  much  as 
hey  find.  That's  where  a  San  Francisco 
:ompany,  H5,  comes  in.  "Our  work  is  to  dis- 
:over  the  ideal  narrative  to  walk  into  court 
vith,"  says  Nicolas  Economou,  42.  "We  give 
/ou  the  bullets  designed  to  win." 

Tough  talk  from  a  soft-spoken  gradu- 
ite  of  the  University  of  Geneva's  diplo- 
nacy  school  who  later  got  an  M.B.A.  from 
kVharton.  But  in  four  years  Economou 
las  built  H5  into  a  little  powerhouse, 
jooking  $60  million  in  contracts  during 
he  fiscal  year  ended  June  30.  The  250- 
:mployee  firm  uses  banks  of  servers  and  a 
;taff  of  linguists  and  computer  scientists 
or  highly  customized  searches  to  dig  up 
he  evidence  to  prosecute — or  defend — big 
:orporate  lawsuits.  In  an  era  where  adver- 
;aries  think  nothing  of  dumping  500  mil- 
ion  documents  on  each  other  in  response 
o  discovery  requests,  computer  searches 
ire  the  only  realistic  solution.  "You're  faced 
vith  hiring  an  army  of  lawyers  to  page 
hrough  this  stuff  or  using  technology  to 
;ive  you  a  good  first  cut,"  says  Mark 
Duweleen,  a  lawyer  with  Bartlit  Beck 
-ierman  Palenchar  &  Scott  in  Chicago, 
vhich  has  used  H5  in  cases  involving 
Vlicrosoft  and  other  large  companies. 

H5  usually  charges  an  average  $10  mil- 
ion  per  case  and  recently  took  in  $33  mil- 
ion  for  one  three-year  assignment.  It's  like 
^oogling  for  dirt.  But  where  a  Web  search 
urns  up  a  sampling  of  items,  a  discovery 
urogram  must  unearth  everything.  Other- 
vise  the  client  might  face  dire  consequences 
ike  the  $  1 .6  billion  judgment  Morgan  Stan- 
ey  was  ordered  to  pay  financier  Ronald 
3erelman  in  2005  after  it  repeatedly  failed  to 
produce  electronic  evidence  on  time.  (Mor- 
gan Stanley  got  it  thrown  out.) 

In  a  typical  securities  case,  H5  huddles 
vith  lawyers  and  a  corporate  organizational 
:hart  to  define  the  theory  of  the  case  and 


which  employees  might  have  taken  part  in 
it.  Then  H5  lawyers,  engineers  and  linguists 
draw  up  patterns  of  words  that  might  be 
used  to  express  various  elements  of  the 
scheme.  Finally  it  dumps  the  entire  data- 
base into  its  parallel  processors  and  finds 
every  document  that  could  be  relevant.  A 
sales  executive,  for  example,  might  have 
issued  an  urgent  e-mail  to  a  subordinate 
about  a  pending  sale,  followed  by  an  entry 
in  the  accounting  ledger  of  the  sale  a  few 
days  before  the  close  of  the  quarter.  A  sub- 
sequent record  showing  the 
same  customer  refusing  deliv- 
ery after  the  end  of  the  quar- 
ter provides  strong  evidence 
the  company  was  staffing  the 
channel.  Urgency  in  the 
executive's  e-mail  indicates  he 
knew  of  the  mischief. 

Confidentiality  agree- 
ments keep  Economou  from 
discussing  most  cases.  But  he 
says  H5  helped  RealNetworks 
prepare  an  antitrust  suit 
against  Microsoft  a  couple  of 
years  ago.  Maybe  the  technol- 
ogy helped:  Microsoft  settled 
for  $300  million. 

In  one  oft-cited  1985 
study,  lawyers  who  searched  a  350,000- 
page  library  using  conventional  electronic 
techniques  were  convinced  they  found 
75%  of  the  evidence  relevant  to  the  case. 
A  closer  check  established  they  had  gotten 
only  20%.  More  recently,  Anne  Kershaw,  a 
litigation  management  consultant,  pitted 
six  lawyers  and  paralegals  against  H5  in  a 
search  of  48,000  documents.  The  lawyers 
found  51%  of  the  relevant  documents, 
versus  95%  for  the  computer. 

Economou  started  H5's  predecessor  in 
1999,  intending  to  build  the  next  great 
Web-search  tool  based  on  technology 
developed  by  the  father  of  a  Wharton  class- 
mate. That  plan  fizzled  in  the  dot-com 
bust.  Then  Economou  switched  to  legal 
research,  renaming  his  company  H5  in  trib- 
ute to  18th-century  English  clockmaker 
John  Harrison,  whose  fourth  chronometer, 
commonly  known  as  "H4,"  enabled  mod- 
ern sea  navigation.  Draper  Fisher  Jurvetson 
invested  $6.5  million  in  2003  (Economou 
no  longer  owns  a  majority  stake  in  the 
company),  and  H5  won  its  first  multimil- 


"You're 
going  to 
drive  out 

of  the 
litigation 
system 
people  who 
ought  to  be 
there." 


lion -dollar  assignment  the  following  year. 

H5  is  profitable,  says  Economou,  though 
it  is  spending  heavily  to  support  400%  an- 
nual growth.  He  has  also  spent  a  fair  amount 
polishing  H5's  image:  The  firm's  "advisory 
board"  includes  former  Harvard  Law  School 
professor  Arthur  Miller  and  John  Seely 
Brown,  onetime  chief  scientist  at  Xerox  Corp. 
Economou  rented  the  Library  of  Congress 
earlier  this  year  for  a  glittering  reception  after 
a  conference  at  which  speakers  included  U.S. 
Supreme  Court  Justice  Stephen  Breyer. 

Anything  to  stand  out 
among  competitors.  Among 
them:  Cataphora  of  Redwood, 
Calif,  with  more  than  $10  mil- 
lion in  revenue;  traditional 
investigators  like  Kroll  Inter- 
national; and  technology  com- 
panies like  Oracle  and  EMC. 
This  is  a  growing  business. 
Forrester  Research  estimates 
the  e-discovery  business  to- 
taled $1.5  billion  last  year  and 
is  on  track  to  hit  $4.8  billion 
by  2011. 

It's  expensive,  too.  At  H5's 
Washington  conference  Brey- 
er was  shocked  to  hear  discov- 
ery in  a  routine  case  might 
cost  $4  million.  "We  can't  do  that,"  the  Su- 
preme Court  justice  spluttered.  "If  it  really 
costs  millions  of  dollars,  then  you're  going 
to  drive  out  of  the  litigation  system  people 
who  ought  to  be  there."  Some  in  the  audi- 
ence snickered;  $4  million  sounded  cheap. 
A  Verizon  Communications  lawyer  told  a 
federal  judiciary  panel  in  January  that  his 
company  hired  some  225  lawyers  and  spent 
$14  million  to  search  2.4  million  documents 
just  to  determine  if  they  were  protected  by 
the  attorney-client  privilege. 

"The  haystack  is  too  big,"  says  Jason  R. 
Baron,  chief  litigator  for  the  National 
Archives,  where  it  took  25  lawyers  and 
archivists  six  months  to  search  20  million 
White  House  e-mails  for  evidence  about  the 
Clinton  Administration's  tobacco  lawsuit. 

Lawyers  aren't  capitulating  to  H5's 
servers.  "I  don't  want  to  suggest  in  that  in  a 
$46  billion  case  we're  going  to  turn  over  the 
car  keys  to  a  computer,"  says  Alfred  Levitt,  a 
partner  at  Boies  Schiller  &  Flexner.  "But 
once  you  teach  H5  this  stuff,  it  goes  a  lot 
faster  than  people."  F 
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UNBRIDLED  OPTIMISM 


Unbridled  optimism  is  a  powerful  asset  to  every  small  business  owner.  Visa  Business 
can  not  only  help  you  reach  your  lofty  goals,  but  surpass  them.  For  more  information 
about  our  smart,  simple  and  secure  payment  options,  go  to  Visa.com/smallbusiness. 
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Ken  Lewis'  Bank  of  America  has  become 
a  powerful  force  on  the  strength  of  its 
ubiquitous  branches,  where  the  folks  at  the 
windows  are  required  to  smile,  smile,  smile. 

By  Larry  Light 
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N  THE  FDvAXQAL  WORLD'S  DIRE  DAYS 
this  siunmer  a  burly  newcomer  launched 
a  rescue.  Bank  of  America  wrote  a  S2  bil- 
lion check  to  ailing  Countrywide  Finan- 
cial, propping  up  the  large  mortgage  firm 
that  other  banks  shunned.  How  did  Bank 
ot  America,  once  an  obscure  lender  to  tex- 
tile mills,  get  the  bulk  to  perform  this  feat? 

The  answer  lies  in  that  garishly  red 
bank  branch  that  BofA  just  opened  near 
you.  Now  the  second-largest  U.S.  bank  by 
assets,  behind  Citigroup,  Bank  of  Amer- 
ica leads  in  deposits  and  is  the  finance 
realms  answer  to  Starbucks.  Blanketing  the  nation,  the  bank 
has  more  domestic  outlets  (5,700)  than  its  two  largest  com- 
petitors— five  times  as  many  as  Citi  and  twice  as  mam'  as 
JPMorgan  Chase.  Let  those  giants  strive  to  be  first  in  invest- 
ment banking  or  international  expansion;  BofA  would  rather 
conquer  middle  America.  BofA  gets  56%  of  its  revenue  from 
consumer  banking,  On"  and  Chase  more  like  40%. 

"\\ "e  want  a  bigger  share  of  your  wallet,  and  our  ubiq- 
uity and  overwhelming  convenience  is  the  best  foundation 
to  sell  products,"  says  Kenneth  D.  Lewis,  Bank  of  Amer- 
icas understated  chief  executive  and  the  architect  of  its 
branch -centric  strategy. 

In  the  late  1990s  large  banks  were  folding  branches  as 
theycorwohrfafrri  Branches,  the  thinking  went,  were  as  passe 
as  passbook  accounts.  The  future  belonged  to  online  bank- 
ing and  to  all  those  more  glamorous  things  that  banks  could 
now  do,  like  selling  securities  and  brokering  mergers.  But 
BofA,  headquartered  in  Charlotte,  N.C,  far  from  financial 
centers  like  New  York  and  Chicago,  kept  increasing  its  branch 
presence,  buying  scads  of  other  banking  companies  coast  to 
coast:  Bamett  Banks  in  Florida  (1998),  FleetBoston  in  the 
Northeast  (2004),  LaSalie  in  the  Midwest  (2007). 

Bank  of  Americas  US.  flag-themed  logo  is  apropos,  for 
the  company  is  the  lone  nationwide  bank:  It  is  in  31  states 
and  the  District  of  Columbia,  encompassing  three-quarters 
of  the  population.  Citi  and  Chase  branches  are  clustered  in 
the  Northeast  and  a  few  other  spots  around  the  country.  Citi 
in  particular  is  pushing  overseas,  mskring  that's  where  the 
growth  lies.  But  Lewis  believes  that  the  U.S.,  as  the  worlds 
largest  economy  by  far,  is  the  best  place  to  be. 

While  his  counterparts  at  Citi  and  Chase  struggle  to  bring 
order  to  the  dissonant  pieces  of  their  empires,  BofA  lifer  Le^MS. 
60,  has  learned,  through  years  of  integrating  new  acquisi- 
tions, how  to  make  operations  run  smoothly.  "I  grew  up  in 
the  bank,"  he  says. 

Aside  from  ill-advised  A»aHng<  like  issuing  WorldCom 
debt  and  late-trading  shenanigans  with  the  banks  Colum- 
bia mutual  funds,  he  has  deftly  avoided  trouble.  Subprime 
woes?  BofA  presckully  got  out  of  these  risk)- mortgages  years 
ago,  sensing  they'd  blow  up  some  day. 

One  symbol  of  Bank  of  America's  arrival  m  the  big  leagues 
is  the  SI  billion  skyscraper  that  Lewis  has  ordered  built  in 


Manna  from 
neighborhood 
banks  feeds 
BofA's  rising 
power,  symbofaa 
by  its  huge  new 
office  tower  in 
Manhattan 


New  York  The  55-story  edifice,  the  sec- 
ond highest  in  the  city  and  due  to  open 
in  early  2008,  won't  be  the  company's  new 
headquarters,  hy.ve-.er.  H  ^  re.—. air.  _-. 
provincial  Charlotte  When  the  self-effac- 
ing Lewis  visits  New  York  he  won't  even 
have  an  office  in  the  BofA  tower.  He  won't 

be  spending  his  time  hiring  $5  million-   

a-year  investment  bankers  or  overseeing 

a  proprietary  trading  desk.  Hell  be  too  busy  inspecting  his 

44  Manhattan  branches. 

To  Lewis,  a  shy.  numbers-obsessed  ieflow  with  a  thin  smikJ 
the  branches  are  the  means  to  rake  in  cheap  capital.  Qogroupj 
is  weD  ahead  in  the  business  of  attending  to  institutional 
clients,  but  BofA  outpaces  Citi  in  retail  deposit  gathering 
by  a  factor  of  five  (see  table,  p.  80).  Retail  bankers,  morel 
over,  burn  their  candles  at  both  ends,  paving  cheaprv  for  the! 
cash  that  comes  in  and  charging  dearly  for  the  cash  that  goes 
out  A  $20,000  savings  balance  yields  maybe  02%  interest 
a  S20,000  car  loan  yields  72%.  Branches  bring  in  mortgaged 
home  equity  lines  of  credit,  auto  loans,  small-business  bor- 
rowings, certificates  of  deposit,  credit  cards — all  products  with 
fairly  predictable  income  streams.  The  same  cannot  be  said 
o:  hedge  rur.d  Drerauor.s. 

At  this  chain,  brandies  are  called  "stores"  for  a  reason! 
Their  vivid  red  signage  and  LEDs  are  meant  to  grab  your  at- 
tention. Walk  into  a  BofA  branch  and  you  might  think  you'ie, 
in  a  Kmart  A  greeter  accosts  you.  At  the  teller  window  a 
friendly  lady  informs  you  that,  according  to  the  extensively] 
detailed  profile  of  you  on  her  computer,  you  are  eligible  n 
a  credit  card  with  a  tall  limit  At  home,  once  you've  opened 
a  new  account  youH  get  a  call  from  the  bank,  wanting  to] 
help.  Mortgage  applications  are  done  on  the  spot  at  the 
branches,  never  at  a  central  home  loan  office,  as  is  the  case! 
with  most  other  lenders. 

Mortgage  customers  are  prized  Bank  of  Airtfricasenor-i 
mous  data  trove  tells  it  that,  if  you  take  out  a  mortgage  you 
eventually  will  have  six  products  from  the  bank  versus  the] 


n 
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ustomary  two.  The  nonmortgage  customer  probably  has  just 
checking  account  and  an  ATM  card.  The  typical  mortgage 
ustomer  has  a  credit  card,  a  debit  card,  a  checking  account, 
savings  account  and  online  bill-paying. 

Some  smaller  banks  compete  with  the  big  boys  by  stress- 
lg  their  know-your-name  friendliness.  LibertyPointe  of  New 
brk  advertises  that  its  loan  officers  will  travel  to  see  small- 
usiness  borrowers.  Seattle's  Washington  Mutual  provides  a 
lay  area  for  customers'  kids  at  some  branches.  Commerce 
lank  of  Cherry  Hill,  N.J.  is  open  seven  days  a  week.  But  for 
monster  institution,  Bank  of  America  does  a  decent  job 
pproximating  the  smaller  guys'  hospitality. 


At  a  BofA  branch,  staffers  are  schooled  to  call  you  by  name 
several  times.  And  always  to  smile.  Waiting  times  in  line  are 
recorded,  and  managers  cruise  around  trying  to  push  the  lines 
along.  Tellers  are  forbidden  to  say,  "Next!"  Among  the  bank's 
branch  employees,  the  public  area  is  referred  to  as  "onstage." 
Lewis  freely  admits  he  has  copied  the  Walt  Disney  method. 

The  bank  is  forever  surveying  customers  and  says  its  sat- 
isfaction poll  is  50%,  up  from  43%  in  2003.  The  branches 
are  stuffed  with  the  latest  banking  technology  designed  to 
aid  customers.  Under  a  new  system  being  rolled  out,  you  feed 
checks  into  an  ATM  and  the  deposit  receipt  comes  back  with 
photo  images  of  them.  After  the  purchase  in  2005  of  card 
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pow  erhouse  MBNA,  Bank  of  America  became  the  largest  card 
issuer  (debit  and  credit)  in  the  U.S.  and  Europe,  says  the  Nil- 
son  Report,  with  $152  billion  of  balances. 

The  branch  formula  has  worked:  Deposits  have  doubled 
over  the  past  five  years,  to  $776  billion.  BofA  has  such  scope 
that  it  can  get  away  with  paying  lower  interest  on  deposits, 
often  0.75  of  a  percentage  point  less  than  peers,  says 
Bankrate.com.  In  net  interest  margin  (interest  income  minus 
interest  cost,  divided  by  the  loan  total),  Lewis'  bank  scores  2.6%, 
versus  2.4%  for  Citi  and  2.3%  for  Chase. 

Now  here's  the  surprise:  Despite  its  retail  focus  and  its  pam- 
pering of  customers,  BofA  does  not  have  high  operating  costs. 
They  eat  up  49  cents  of  its  net  interest  dollar,  61  for  Chase 
and  64  for  Citi,  according  to  SNL  Financial.  At  Citi  the  ex- 


"WE  WANT  A  BIGGER  SHARE  OF 
YOUR  WALLET."  HOW  TO  GET  IT: 
UBIQUITY. 


pense  problem  has  gotten  so  out  of  hand  that  Chief  Execu- 
tive Charles  Prince  has  appointed  an  executive  whose  primary 
mission  is  to  hunt  down  cost  savings.  Lewis  gets  his  costs  down 
in  part  by  shrinking  employment  after  a  merger.  He  has  axed 
a  reported  30,000  jobs  during  his  tenure. 

Bank  of  Americas  retail-oriented  approach  carries  risks. 
If  an  economic  downturn  is  ahead,  increased  loan  defaults 
and  consumer  pullbacks  will  harm  the  bank's  main  engine. 
Already,  earnings  at  the  bank's  consumer  division  were  down 
23%  in  this  year's  second  quarter  to  $2.46  billion  on  greater 
loan  losses.  Credit  card  losses  surged  43%  to  $2. 1  billion  from 
the  year  before.  Still,  this  is  a  profitable  business.  Credit  card 
gross  profit  (interest  income  less  interest  cost)  was  $4  billion 
in  the  second  quarter. 

Also  hurting  BofA,  along  with  other  lenders,  has  been  the 


narrowing  yield  spread.  Five  years  ago  the  bank  could  pay  just 
1 .35%  for  a  one-year  CD  and  lend  out  the  money  on  a  30- 
year  mortgage  at  6.25%.  Today  it  must  pay  2.9%  for  the  CD 
and  gets  6.5%  from  the  mortgage,  meaning  it  pockets  1 .3  per- 
centage points  less. 

Lewis  has  a  lot  to  do  with  BofAs  current  prominence.  He 
was  the  protege  of  Hugh  L.  McColl  Jr.,  the  swaggering  ex- 
Marine  who  led  the  bank  from  1983  to  2001,  when  Lewis  took 
over.  Originally  known  as  North  Carolina  National  Bank,  it 
was  a  sleepy  institution  funding  textile  weavers,  furniture  mak- 
ers and  tobacco  growers.  But  the  first  two  industries  started 
withering  away  because  of  cheap  foreign  manufacturers,  and 
NCNB  faced  a  bleak  future  confined  to  North  Carolina. 

Then  federal  regulators  eased  strictures  on  interstate  bank- 
ing. McColl  purchased  smallish  banks  in  Florida.  He  sent  in| 
an  up-and-coming  young  executive,  Ken  Lewis,  to  run  the 
Sunshine  State  business.  From  then  on,  as  the  bank  gobbledl 
up  lenders  across  the  map,  Lewis  was  McColl's  integrator.  The 
bank  changed  its  name  to  Bank  of  America  in  1998  after  buy 
ing  San  Francisco's  BankAmerica.  That  was  the  original  bank 
for  the  masses,  started  in  1904  to  serve  Italian  immigrants. 

The  gregarious  and  moody  McColl  was  the  opposite  of 
the  introverted  and  steady  Lewis.  Still,  the  older  man  was  in 
awe  of  Lewis'  numbers-driven,  detail-obsessed  ways.  "Ken's  a| 
better  businessman  than  I  was,"  says  McColl,  72.  "He  wants! 
to  maximize  profits.  I  was  too  busy  building." 

The  famously  volcanic  McColl  once  was  dubbed  one  of) 
the  ten  toughest  bosses  in  America  in  a  magazine,  but  the  out 
wardly  unemotional  Lewis  is  every  bit  as  hard-nosed.  Lewis 
has  shown  numerous  executives  the  gate  for  not  measuring 
up  to  his  expectations.  "I  feel  bad  about  firing  people,  but  at 
least  I  have  the  courage  to  do  it,"  says  Lewis. 

Lewis  is  wary  about  buying  a  Wall  Street  firm,  even  though 
such  a  play  would  increase  BofAs  clout  in  the  financial  world. 
Wall  Street  is  too  full  of  egomaniacs  to  fit  into  his  bank's  col 
legial  atmosphere,  he  feels.  Lewis  ought  to  know.  Hoping  to 


BANK  OF  AMERICA'S  MANIFEST  DESTINY 


Branch-heavy  BofA  leads  rivals  in  retail  deposits  (also  overall  deposits),  ATMs  and  card  balances,  which  reap  fees  and  interest. 


RETAIL  DEPOSITS 

Individual  and  small 
business 
as  of  June  30 
($bil 


Bank  of  America 

17,0001 

JPMorgan  Chase 

8,700  ■ 

Wells  Fargo 

ATMs 

Number 
as  of  June  30 

6,800  ■ 

Wachovia 

1       5,100  ■ 

Citigroup 

Bank  of  America 

$152 

JPMorgan  Chase 

148 

Citigroup 

CREDIT  CARD 

LOAN 

BALANCES 

as  of 

Dec.  31,2006 

109  1 

American  Express 

831 

(Sbil) 

Capital  One 

601 

Sources:  Company  reports;  the  Nilson  Report. 
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;;ain  status  in  securities  underwriting  and  get  in  on  the  tech 
500m,  BofA  bought  Montgomery  Securities  in  1997,  only  to 
nave  its  leader,  Thomas  Weisel,  noisily  decamp  to  form  his 
awn  shop.  Lewis  did,  however,  shell  out  $3.3  billion  to  acquire 
U.S.  Trust  from  Charles  Schwab  &  Co.  in  March.  U.S.  Trust 
nanages  portfolios  and  trusts  for  the  well-to-do.  This  is  not 
;xactly  the  mass-market  banking  of  A.P.  Giannini,  who 
bunded  the  original  Bank  of  America,  but  it  is  more  retail 
nan  corporate  in  its  clientele. 

For  Lewis,  much  of  life  can  be  quantified.  He  totes  a  Ut- 
ile yellow  pad  that  carries  key  metrics  he  is  watching.  "Ken 
:an  look  at  a  column  of  figures  and  pick  out  the  two  that  mat- 
er," says  Joe  L.  Price,  chief  financial  officer. 

A  man  of  few  words,  Lewis  wants  meetings  to  be  very 
)rief,  around  five  minutes.  Barbara  Desoer,  chief  technology 
ind  operations  officer,  recalls  telling  him  in  2005  that  a  box 
)f  tapes  containing  credit  card  data  had  gone  missing  at  an 
lirport  stopover.  Obviously  displeased,  Lewis  simply  nodded 
uid  said,  "Is  that  all?" 

The  Mississippi-born  Lewis  came  from  humble  begin- 
lings.  His  mother,  Brydine,  a  nurse,  raised  him  alone  after 
iCen's  father  left  early  on.  Now  83,  she  was  perennially  dissat- 
sfied  when  he  got  less  than  an  A  in  school.  He  worked  his 
vay  through  Georgia  State  and  then  went  to  work  for  NCNB 
is  a  junior  credit  analyst.  His  up-from-nothing  background 
ed  Lewis'  basic  scrappiness. 

This  went  down  well  with  BofA  executives,  long  resent- 
ul  of  big-city  finance  types  who  disdained  the  Charlotte  bunch 
is  hayseeds.  "New  York  looked  down  at  us,"  says  Lewis. 
\lfhough  the  bank's  shiny  new  Manhattan  building  is  a  land- 
nark,  Lewis  does  not  seek  to  make  the  New  York  social  scene, 
^referring  weekends  hiking  and  reading  in  his  Blue  Ridge 
VIountains  retreat  One  book  he  likes  is  Born  Fighting,  by  James 
A/ebb,  now  a  U.S.  senator  from  Virginia,  about  how  the  feisty, 
sersecuted  Scots-Irish  transferred  their  Celtic-warrior  mind- 
;et  to  the  American  South. 

The  market  has  rewarded  this  relentlessly  competitive 
spirit.  During  Lewis'  six-plus  years  in  office  BofA  rose  an 
innualized  10.1%,  compared  with  7.5%  for  the  Nasdaq  Bank- 
ng  Index.  McColl,  for  the  same  period  at  the  outset  of  his 
enure,  fared  still  better,  up  21.2%  (the  index:  1 1.7%).  Lewis, 
dong  with  other  bank  bosses,  faces  investor  leeriness  about 
he  credit  squeeze  and  a  possible  recession.  BofAs  current 
railing  price/earnings  multiple  is  just  10,  while  the  S&P  500's 
iverage  is  17. 

One  recurrent  fear  among  investors  has  been  that  BofA 
vill  make  one  acquisition  too  many  and  suffer  indigestion  that 
vill  harm  earnings.  "I've  been  suspicious  of  the  BofA  acqui- 
sition drive,"  says  Wendell  Perkins,  chief  investment  officer  at 
'ohnson  Asset  Management,  which  owns  the  stock  He 
blanched  when  Lewis  paid  a  40%  premium  for  Fleet,  yet  stayed 
onboard  and  was  gratified  that  the  merger  worked  out  so  well. 
Jnlike  the  typical  bank  merger,  BofA  gained  depositors  in 
Fleet's  turf  right  after  the  deal. 

The  Countrywide  transaction  was  shrewd.  The  mortgage 


BY  THE  NUMBERS 


5,700 


branches. 


717,000 


new  checking  accounts. 


31 


states  covered.2 


$1,534  billion  a  et 

'April-June  2007  quarter.  2Not  including  Washington,  D.C. 


lender,  desperate  for  capital,  agreed  to  terms  very  favorable 
to  BofA:  For  its  $2  billion  the  bank  got  preferred  shares  con- 
vertible into  common  worth  $2.4  billion  at  the  time  of  the 
transaction  and  paying  twice  as  much  in  dividends  as  the  com- 
mon. Countrywide's  share  price  has  dipped  a  bit  since  then, 
but  BofA  is  still  sitting  on  a  paper  profit. 

So  is  Bank  of  America  going  to  use  this  wedge  as  the  opener 
to  a  Countrywide  takeover?  Not  likely,  says  Lewis.  He  wants 
to  forge  a  joint  venture  with  the  mortgage  firm,  perhaps  out- 
sourcing some  loan-servicing  functions  to  Countrywide  and 
also  tapping  its  considerable  expertise  in  the  home  loan  sec- 
tor. BofA,  though  the  champ  in  deposits,  is  an  also-ran  num- 
ber five  in  mortgage  originations.  Such  an  alliance  could  help. 

Besides,  Lewis  confronts  a  vexing  barrier:  Federal  regu- 
lations ban  a  bank  from  exceeding  10%  in  domestic  deposits 
through  a  buyout.  BofA  is  uncomfortably  close  to  the  10% 
ceiling.  Acquiring  Countrywide  now  would  push  it  over. 

As  long  as  the  deposit  ceiling  remains  in  place,  BofAs  ex- 
pansion strategy  hangs  on  making  its  existing  branches  more 
productive.  One  of  the  bank's  marketing  gimmicks  is  offer- 
ing Visa  cardholders  the  option  of  having  their  charges  rounded 


KEN'S  A  BETTER  BUSINESSMAN 
THAN  I  WAS.  HE  WANTS  TO 
MAXIMIZE  PROFITS." 


up  to  the  next  whole  dollar  amount  and  the  difference  put 
into  their  savings  account — sums  BofA  will  match  up  to  $250 
yearly.  To  win  mortgage  business,  the  bank  is  experimenting 
with  a  version  that  has  no  application,  appraisal  or  other  fees. 
For  a  30-year,  no-points  $320,000  loan  (with  one-fifth  down) 
it  charges  you  6.7%  yearly.  At  Washington  Mutual,  for  the  same 
mortgage,  you  pay  only  6.25%  but  get  jammed  with  $1,700 
in  fees.  And  how's  this  for  cross-selling:  BofAs  brokerage  arm 
will  give  you  360  free  trades  per  year  if  you  have  $25,000  in 
your  bank  accounts.  Think  of  it  as  a  teller's  way  of  saying,  "Do 
you  want  fries  with  that?"  F 
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Peter  Huber 


BLUNDER 
2007 


■  T  SEEMS  THAT  THE  PEOPLE  AT  MICROSOFT  HAVE  LOST 
I  faith  in  the  personal  computer.  Maybe  they're  right — 
I  maybe  the  PC  as  some  of  us  once  knew  and  loved  it  really 
I  is  history.  If  it  is,  the  future  belongs  to  Google.  If,  on  the 
I  other  hand,  the  PC  does  have  life  left  in  it,  Microsoft's  lat- 
est spasm  of  software — call  it  Blunder  2007 — will  drive  a  lot  of 
users  to  Apple,  perhaps  even  enough  to  shift  the  whole  PC 
software  market  past  the  tipping  point,  leaving  Microsoft  on 
the  wrong  side  of  the  landslide. 

The  technology  columnist  writing  in  the  last  issue  of  FORBES 
offered  a  revisionist  view  of  Vista,  that  it  was  surprisingly  good  at 
managing  entertainment  media.  Here  I'll  tell  you  how  Vista  and 
the  new  Office  are  surprisingly  bad  at  other  kinds  of  data. 

Blunder  2007  isn't  at  all  comfortable  with  big  files.  Any 
attempt  to  open  a  large  data  file  in  the  first  release  of  Outlook 
2007  paralyzed  even  the  fastest  desktop  machine.  After  a 
tedious  search  I  found  the  patch  that  fixed  the  problem — 
which  Microsoft  apparently  released  some  time  after  declaring 
that  no  fix  was  needed,  because  the  new  Outlook  just  wasn't 
intended  for  big  files.  But  if  you  archive  your  Outlook  data 
periodically  to  keep  the  files  small,  you  can't  search  them  prop- 
erly, because  Outlook  will  make  you  perform  a  completely 
separate  search  of  each  separate  archive.  Vista's  built-in  search 
function  partly  duplicates  Outlook's,  but  the  two  run  inde- 
pendently, both  are  slow,  both  support  only  the  most  primitive 
search  logic,  and  it's  weirdly  difficult  to  be  certain  that  either 
index  is  up  to  date.  And  if  you're  serious  about  backing  up 
lots  of  data,  don't  touch  Microsoft's  OneCare — it  quickly 
chokes  any  hard  drive  you  use  for  backup,  and  it  takes  some 
real  techie  skill  to  clean  up  the  mess. 

Nor  is  Blunder  2007  friendly  to  people  who  like  to  cus- 
tomize their  software.  You  can  turn  off  parts  of  Microsoft's 
kiddie  search  engine  and  install  a  real  one,  but  this  requires 
some  deep  fiddling.  If  you've  spent  years  tweaking  Word 
to  your  liking  and  memorizing  keyboard  commands,  skip 


Word  2007.  The  new  Word  makes  some  attempt  to  accom- 
modate  the  old  guard,  but  it's  infuriatingly  kludgy.  If  instead 
you  decide  to  stick  with  an  older  version  of  Word,  stick  with 
the  old  Outlook,  too,  because  you  can't  use  the  old  Word  inside 
the  new  Outlook. 

Why  Microsoft  decided  not  to  include  a  "Word  Classic" 
option  in  its  new  release  is  utterly  mystifying.  This  is  the  sort  of 
mistake  huge  companies  make  when  they  get  complacent,  as 
General  Motors  or  Sears  did  in  the  1970s.  Evidently  Microsoft 
now  aspires  to  setde  in  as  the  Sears  of  operating  systems  and  the 
Buick  of  the  office  desktop. 

The  company  can't  seriously  hope  to  hold  on  to  low-end 
users — they're  all  headed  for  Google.  There,  advertisers  foot  the 
bill  for  the  free  e-mail,  word  processor  and  spreadsheet,  with 
other  applications  to  come.  So  skip  Microsoft  completely— and 
most  ot  Dell  and  the  rest  of  the  personal  computer,  too — if  you're 
content  with  basic  functionality,  don't  work  with  huge  files  and 
trust  Google  with  your  data.  Google  can  buy  processors,  disk 
drives,  backup  power  and  software  much  cheaper  than  you  can. 

If,  instead,  you  want  the 
power  on  your  desk  to  deal 
with  large  graphic,  audio  and 
visual  files — or  just  want  a  styl- 
ish box  and  neat  interface — 
youll  probably  stay  with  Apple. 

Twice  before  in  this  indus- 
try's short  history  companies 
have  paid  a  terrible  price  when 
they  made  one  pivotal  mistake. 
Microsoft  itself  was  created  by 
Blunder  1981— IBM's  decision  to 
license  the  operating  system  for 
its  first  personal  computer  from 
Bill  Gates.  Gates  cooperated 
with  IBM  long  enough  to  secure  his  company's  dominance  of  PC 
operating  systems,  then  casually  tossed  Big  Blue  overboard. 
Apples  Blunder  1985  did  just  the  opposite:  The  company  spurned 
Microsoft's  proposal  to  license  Apple's  operating  system  with  its 
neat  graphical  interface  and  adapt  it  to  run  on  other  computers. 
This  forced  Microsoft  to  develop  what  later  became  Windows. 

Microsoft  grew  and  prospered  on  the  simple,  dogged  convic- 
tion that  the  future  belonged  to  the  desktop,  with  open  competi- 
tion in  the  hardware  beneath,  open  competition  in  the  software 
above  and  a  relatively  thin,  highly  flexible  and  hugely  lucrative 
layer  of  Microsoft  monopoly  in  the  middle.  Me,  I  just  can't  dis- 
cern how  all  the  components  of  Blunder  2007  fit  into  that  old 
strategy,  or  into  any  promising  strategy  at  all.  I  bought  all  the 
pieces  of  Blunder  2007  earlier  this  year  and  gave  them  my  very 
best  shot.  I'm  now  going  through  the  horrendous  process  of 
dumping  them  piece  by  piece.  At  least  one  of  us — Microsoft  or 
me— is  getting  old.  F 


Peter  Huber  is  a  senior  fellow  of  the  Manhattan  Institute  and 
coauthor  of  The  Bottomless  Well  (Basic  Books,  January  2005). 
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aspires  to 
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operating 
systems,  the 
Buick  of  the 
office  desktop. 
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CHALLENGE 

Meeting  Soaring  Demand  and  Rising 
Environmental  Expectations 


By  Dennis  Wamsted 


nagine  having  to  find  and  develop  almost  35  million 
arrels  of  additional  daily  oil  output.  And  what  if,  at  the 
3 me  time,  natural  gas  production  needed  to  increase  by 
[most  two-thirds  —  roughly  63  trillion  cubic  feet  of  gas 
day?  That  is  exactly  the  challenge  facing  the  global  oil 
nd  natural  gas  industry  in  the  next  25  years. 
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BP  Investing  in  the  U.S. 

BP,  already  the  largest  investor  in 
energy  projects  in  the  U.S.,  plans  to 
invest  about  $30  billion  over  the  next 
five  years  to  find,  produce  and  dis- 
tribute energy  across  the  country. 

"BP's  commitment  to  address- 
ing U.S.  energy  needs  stretches 
across  the  entire  country,  from  the 
Gulf  of  Mexico  to  the  North  Slope 
of  Alaska,"  says  Kenny  Lang,  sen- 
ior vice  president,  Gulf  of  Mexico. 

Major  projects  include  over  $10 
billion  to  increase  oil  and  gas  pro- 
duction in  the  deep  waters  of  the 
Gulf  of  Mexico;  $2.4  billion  to 
increase  coalbed  methane  natural 
gas  from  the  San  Juan  Basin  of 
Colorado;  $2.2  billion  to  expand 
natural  gas  production  in  Wyoming; 
and  $600  million  annually  to 
upgrade  and  enhance  oil  produc- 
tion in  Alaska. 

In  addition,  BP  is  investing  heavily 
in  alternative  and  renewable  ener- 
gy, including  solar,  wind  and 
hydrogen  power. 

Combined,  these  investments  will 
enable  BP  to  help  meet  America's 
energy  needs  today,  as  well  as 
ensure  a  more  secure  energy  future. 


The  enormity  of  future  investment  needs,  the 
scope  of  projected  demand  increases,  and 
changing  regional  dynamics  among  both  con- 
sumers and  producers  clearly  have  hit  a  nerve 
and  many  in  the  oil  and  gas  industry  are  talkin 


Implications  of  Rising 
Worldwide  Demand 

Specifically,  the  Energy  Information 
Administration  (EIA),  the  independent 
statistical  branch  of  the  U.S. 
Department  of  Energy,  projects  that 
global  oil  demand  will  climb  from 
about  83  million  barrels  per  day  (mbd) 
in  2004  to  approximately  118  mbd  in 
2030  —  an  increase  that  roughly 
mirrors  the  total  current  output  of 
the  members  of  the  Organization 
of  Petroleum  Exporting  Countries 
(OPEC).  Similarly,  EIA  estimates  that 
natural  gas  demand  worldwide  will 
climb  sharply,  rising  from  about  100 
trillion  cubic  feet  (tcf)  a  day  in  2004  to 
roughly  163  tcf  in  2030. 

These  demand  increases  will  not  be 
limited  to  just  the  oil  and  gas  industries 
either.  The  International  Energy  Agency 
(IEA),  the  Paris-based  energy  arm  of  the 
Organization  for  Economic  Cooperation 
and  Development,  estimates  that  total 


global  energy  use  will  climb  by  about  53' 
by   2030,   rising   to   just   under  7( 
quadrillion  British  thermal  units  (Bt 
annually.  (( )ne  quadrillion  Btu  per  year 
equivalent  to  about  500,000  barrels  per  di 
of  oil.)  Fossil  fuels  will  account  for  tl 
lion's  share  of  this  overall  demand 
more  than  80%,  IEA  adds.  And  oil  vk 
remain  the  single  largest  fuel  source  worl 
wide,  despite  continuing  strong  growth 
natural  gas  and  coal  consumption. 

Both  EIA  and  IEA  agree  that  the  glo 
al  resource  base  is  adequate  to  meet  the 
rising  energy  needs.  But  that  doesi 
mean  getting  it  is  going  to  be  inexpensh 
IEA  estimates  that  energy-related  inve; 
ment  needs  will  top  $20  trillion  throuj 
2030.  Of  that  total,  an  estimated  $11 
trillion  will  be  needed  to  meet  surgij 
electricity  needs,  particularly  in  Chii) 
India  and  other  developing  nations.  Mc 
of  the  remainder,  some  $8.2  trillion,  >» 
be  needed  in  the  oil  and  gas  industries 
meet  growing  global  demand,  IEA  say 


beyond  petroleum1 


Energy. 

Hydrocarbons, 
low  carbons, 
or  both? 


Natural  gas  One  way  to  lower  carbon  emissions  is 
to  expand  the  energy  menu,  with  cleaner  burning 
natural  gas.  In  2006,  we  invested  $1.5  billion  to 
increase  natural  gas  supplies  in  the  U.S.,  bringing 
cleaner  energy  to  homes  and  businesses  across 
the  country. 

Alternatives  We're  investing  up  to  $8  billion  over 
ten  years  in  solar,  wind,  natural  gas  and  hydrogen 
to  provide  low  carbon  electricity.  By  2015,  we 
estimate  that  our  business  will  eliminate  C02 
emissions  by  24  million  metric  tons  a  year. 
It's  a  start. 


beyond  petroleum® 


2007  BP  Products  North  America  Inc. 


bp.com/us 
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V  irhin  that  oil  and  gas  investment  total,  IEA  says  $4.3  trillion 
will  be  needed  to  keep  pace  with  rising  oil  demand  and  S3. 9 
trillion  will  be  required  in  the  natural  gas  sector.  The  vast 
majoritv  of  this,  IEA  continues,  will  be  required  for 
upstream  development  efforts:  more  than  S3  trillion  in  the 
oil  industry  alone  —  or  roughly  $120  billion  every  year  for 
the  next  25  years. 

Industrv  executives  are  used  to  expensive  projects  that  take 
vears,  if  not  decades,  to  bring  from  discover)-  into  production. 
Canada's  Hibernia  field,  for  example,  cost  some  $5  billion  and 
took  1 8  years  to  develop,  yet  its  roughly  200,000  barrel  per  day 
output  accounts  for  just  0.2%  of  global  daily  oil  demand.  But 
the  enormity  of  these  future  investment  needs,  the  scope  of 
the  projected  demand  increases,  and  changing  regional 
dynamics  among  both  consumers  and  producers  clearly 
have  hit  a  nerve,  and  many  in  the  oil  and  gas  industry 
are  talking. 


Challenges  Converge 

"The  wcrid  is  not  running  out  of  energy 
resources,"  the  National  Petroleum  Council 
CNPQ,  a  U.S.  industry  advisory  committee,  con- 
cluded in  a  ]uly  200"  report  to  Energy  Secretary 


Samuel  Bodman.  "But  many  complex  challenges  could  kee 
these  diverse  energy  resources  from  becoming  the  sufficient,  reS 
able  and  economic  energy  supplies  upon  which  people  depend 
These  challenges  are  compounded  by  emerging  uncertainne; 
geopolitical  influences  on  energy  development,  trade  and  securitj 
and  increasing  constraints  on  carbon  dioxide  (CO2)  emission 
that  could  impose  changes  in  future  energy  use.  While  risks  haw 
always  typified  the  energy  business,  they  are  now  accumulat- 
ing and  converging  in  new  ways." 

The  industry  generally  agrees  with  this 
XPC  assessment,  but  companies  are 
increasingly  worried  about  the 
decline  in  what  thev  call 
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rhe  world  is  not  running  out  of  energy  resources.  But  many  complex 
hallenges  could  keep  these  diverse  energy  resources  from  becoming 
le  sufficient,  reliable  and  economic  energy  supplies  upon  which 

eople  depend."  —  The  National  Petroleum  Council,  in  a  July  2007  report  to  Energy  Secretary  Samuel  Bodman 


asy  crude."  There  are  some  20  trillion  barrels  of  oil  equiva- 
it  in  place  —  equal  to  roughly  400  years  of  current  con- 
niption. But  of  that  total,  perhaps  only  5  trillion  barrels  can 
recovered  with  existing  technology.  And  the  bulk  of  this  is 
:ated  either  in  the  Arctic  or  offshore  under  deep  water,  or  is 
the  form  of  oil  shales  and  oil  sands.  All  of  it  is  recoverable, 
it  at  prices  significantly  higher  than  what  has  been  common 
the  past. 

In  other  words,  the  reserves  are  there,  but  we  have  to  be  hon- 
t  about  where  they  are  and  what  it  will  cost  to  develop  them. 

ie  New  Dynamics  of  Oil  and  Gas  Production 

A  linked  concern  across  the  industry  is  the  increasing  pre- 
iminance  of  the  Middle  East  in  calculations  of  future  reserves 
d  production  potential. 

"[The]  concentration  of  remaining  oil  and  gas  resources  in 


a  few  countries,  for  example,  challenges  whether  business-as- 
usual  cases  represent  the  most  likely  course  of  events  during 
the  period  to  2030,"  the  NPC  cautioned  in  its  report,  Facing  the 
Hard  Truths  About  Energy:  A  Comprehensive  View  to  2030  of 
Global  Oil  and  Natural  Gas. 

"Economically  disruptive  supply  shortfalls  of  regional,  if 
not  global,  scale  are  more  likely  to  occur  during  the  outlook 
period  than  in  the  past.  Increased  demand  will  amplify  the 
effects  of  any  short-term  events,  which  are  likely  to  result  in 
stronger  reactions  than  in  the  past  to  protect  national  interests. 
The  new  dynamics  may  indicate  a  transition  from  a  demand- 
driven  to  a  supply-constrained  system,"  the  council  added. 

Saudi  Arabia,  which  currently  produces  some  10  mbd  and 
has  roughly  75  years  of  reserves  at  current  production  levels, 
remains  by  far  the  largest  OPEC  producer  in  every  major  fore- 
cast. By  2030,  IEA's  forecast  has  Saudi  production  climbing  to 
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The  Oil  and  Gas  Challenge 

"The  concentration  of  oil  production  in  a  sma| 
group  of  countries  with  large  reserves  — 
notably  Middle  East  OPEC  members  and 
Russia  —  will  increase  their  market 
dominance  and  their  ability  to  impose 
higher  prices." 

—  The  International  Energy  Agency.  2006  World  Energy  Outlook 


Fox  Petroleum  (NASDAQ  OTC  BB: 
FXPE)  is  focused  on  securing  tomor- 
row's energy  by  following  the  pattern 
of  such  oil  and  gas  industry  giants  as 
Royal  Dutch  Shell,  ExxonMobil  and 
BP  —  they  go  where  reserves  are 
proven  and  prolific. 

"What  America  needs  right  now 
is  energy  security  and  stability," 
explains  Richard  Moore,  Fox's 
chief  executive  officer  and  direc- 
tor, who  adds,  "That's  why  our 
holdings  are  in  Alaska's  North 
Slope  and  the  U.K.'s  North  Sea. 
Both  proven.  Both  friendly." 

After  nearly  30  years  in  the  indus- 
try, Moore  is  excited  by  the  rapid 
progress  of  Fox's  exploration  pro- 
gram. The  Company  already  repre- 
sents potential  Alaskan  reserves  of 
up  to  160  million  barrels  ($9.92  bil- 
lion at  $62  per  barrel)  and  a  33.33% 
stake  in  potential  recoverable  North 
Sea  reserves  of  up  to  213  million 
barrels  ($4.26  billion  stake  at  $60 
per  barrel). 

"The  oil  and  gas  are  out  there," 
says  Moore.  "It's  just  a  matter  of 
going  where  you  can  count  on  it." 


more  than  17  mbd,  while  the  EIA's 
outlook  is  for  a  somewhat  smaller  rise 
to  roughly  16.5  mbd. 

Coupled  with  increases  in  other  mem- 
ber countries,  notably  including  Iran  and 
Iraq,  forecasters  expect  OPEC  output  to 
account  for  almost  two-thirds  of  the 
projected  demand  increase,  some  22 
mbd,  by  2030.  That  dominance  has 
many  industry  watchers  worried. 

"The  concentration  of  oil  production 
in  a  small  group  of  countries  with  large 
reserves  —  notably  Middle  East  OPEC 
members  and  Russia  —  will  increase 
their  market  dominance  and  their  ability 
to  impose  higher  prices,"  IEA  warned  in 


its  2006  World  Energy  Outlook. 

There  is  also  a  deepening  understand 
ing  about  just  how  big  the  burgeonu 
Chinese  and  Indian  economies  are  gou 
to  be,  and  what  that  will  mean  for  glob 
energy  markets.  In  China,  for  exampi 
more  than  50,000  megawatts  of  na 
generadng  capacity  are  being  add* 
annually  to  the  country's  electric  grid  - 
approximately  the  size  of  the  market 
Great  Britain.  Just  as  worrisome,  the 
are  currendy  just  40  million  cars  in  all 
China,  roughly  3  cars  per  every  100  pa 
pie.  But  forecasters  expect  that  by  20! 
there  will  be  1 50  million  cars  in  the  com 
try  —  requiring  between  2  and  3  millic 


Combined,  Fox  Petroleum's 
Alaska  and  North  Sea 
Prospects  Offer  Reserve 
Potential  Totaling  up  to 
373  Million  Barrels  of  Oil 


SPECIAL  ADVERTISING 


ECURING  TOMORROW'S  ENERGY 

XUS  >  FOX  PETROLEUM  INC.  I  NASDAQ  OTC  BB:  FXPE 


[  PETROLEUM  INC.  is  an  emerging  oil  and  gas  exploration  Company  committed 
eveloping  new  strategic  oil  and  gas  reserves  to  meet  rising  global  demand  for 
energy  solutions.  A  successful  acquisition  program  has  recently  positioned  the 
upany  amongst  some  of  the  world's  foremost  industry  players  in  prolific  oil  and 
regions  of  Alaska's  North  Slope  and  the  United  Kingdom's  North  Sea. 


three  most  important  factors  for  success  in 
til  and  gas  exploration  industry  are  location, 
ion  and  location.  That's  why  newcomer  Fox 
)leum  Inc.,  now  about  to  launch  an  aggres- 
exploration  program,  is  so  pleased  with  its 
ings.  Having  acquired  significant  holdings  in 
Alaska  and  the  United  Kingdom's  North 
London-based  Fox  has  exploration  rights  in 
lier  regions  with  extensive  energy  reserves 
idjacent  to  some  of  the  biggest  names  in  the 
rid  gas  industry. 

;e  sites  come  with  some  critical  advantages, 
one  thing,  Fox's  holdings  are  in  areas  that 
Doth  politically  stable  and  friendly  to  the 
t — an  important  factor  in  a  world  where 
>r  oil  reserves  are  often  located  in  volatile 
conflict-ridden  geographic  regions.  Then 
:'s  the  fact  that  the  majority  of  Fox's  hold- 
are  close  to  pipelines  or  other  transport 
structure,  a  major  economic  advantage  in 
levelopment  of  any  discovery. 

e  energy  business,  where  demand  is  soaring 
supplies  are  limited,  Fox,  a  publicly  traded 
pany,  is  clearly  positioning  itself  to  become  a 
>r  player.  Having  just  signed  an  initial 
icing  agreement  for  up  to  $13  million,  the 
pany  is  now  embarking  on  a  series  of 
sssive  exploration  programs  that  if  successful, 


could  catapult  the  company  amongst  some  of  the 
industry's  most  elite  oil  and  gas  producers. 

Consider  Fox's  Alaskan  holdings,  where  its 
neighbors  are  companies  like  Chevron,  Exxon 
Mobil  and  BP.  Alaska's  North  Slope  currently 
produces  16%  of  the  domestic  U.S.  oil  supply  at 
a  rate  of  more  than  800,000  barrels  a  day.  Yet  the 
U.S  Geological  Survey  estimates  that  another  50 
billion  barrels  of  liquid  petroleum  remain  to  be 
discovered. 

In  the  heart  of  this  energy  rich  region,  Fox  has 
acquired  exploration  rights  to  12  state-issued  oil 
and  gas  leases  in  two  contiguous  parcels  totaling 
approximately  32,000  acres.  The  oil  potential  of 
these  Alaska  sites  is  high,  as  shown  by  one  well 
within  the  leases  that  has  brought  oil  to  surface, 
and  other  oil  and  gas  shows  reported  within  a 
one  mile  radius.  Moreover,  the  medium  depth  of 
these  sites  substantially  reduces  the  cost  of 
drilling — another  critical  advantage  when 
pursuing  a  world-class  oil  and  gas  discovery. 

In  April,  a  LAPP  Resources  Inc.  study  analyzed 
productivity  from  analog  wells  on  and  around 
Fox's  Alaska  lease  holdings.  The  conclusion:  The 
productivity  of  an  oil  field  discovered  in  the  com- 
pany's lease  block  could  represent  a  staggering 
160  million  barrels  of  oil.  That's  the  equivalent  of 


Fox  Petroleum  Inc.  joining  the  likes  of  BP,  ENI  and  ConocoPhillips 
in  the  quest  for  world-class  oil  and  gas  discoveries. 


r 


J.  Government  sources  estimate  a  minimum  half  a  billion  barrels 
*  of  oil  equivalent  were  discovered  in  the  North  Sea  in  2006. 

Fox  Petroleum's  premier  North  Sea  Anglesey  Prospect  is  believed  to 
***  contain  recoverable  reserves  of  up  to  213  million  barrels  of  oil. 

rth  Slope  of  Alaska  considered  one  of  the  world's  premier  oil  and 
gas  regions.  Fox  leases  surrounded  by  majors  in  prolific  region. 

ulti-phase  exploration  program  to  commence.  Potential  for 
d-class  discovery  on  par  with  neighboring  producers. 


$9.92  billion  based  on  a  cost  of  $62  per  barrel. 

Fox's  holdings  in  the  U.K.  are  equally  promising. 
Lying  between  Great  Britain  and  northwest 
Europe,  the  North  Sea  was  developed  in  the 
1980s  and  1990s.  It  yields  a  sweet  light  oil  that 
is  ideal  for  gasoline  production.  Five  countries 
now  operate  North  Sea  oil-and  gas-production 
facilities,  and  major  companies  in  the  area 
include  BP,  TOTAL,  ConocoPhillips  and  ENI. 

Through  a  joint  venture,  Fox  Petroleum  has  a 
33.33%  stake  in  license  P.  1211,  which  covers 
two  North  Sea  blocks,  14/9a  and  14/ 14b,  totaling 
roughly  37,000  acres,  and  the  Anglesey 
Prospect.  Fox's  holdings  are  located  12  miles 
north  of  the  639-million-barrel  Claymore  field, 
which  produced  1.39  million  barrels  in  2006. 
Immediately  to  the  south  of  the  Fox  holdings,  oil 
was  discovered  on  a  Talisman  operated  block. 

The  North  Sea  has  recently  seen  an  acceleration 
of  exploration  activity.  Oil  and  gas  discoveries  in 
2006  were  the  highest  since  2001,  estimated  to 
equal  at  least  500  million  barrels  and  with 
approximately  40%  of  exploration  wells  finding 
potentially  commercial  oil  and  gas  accumula- 
tions. Significant  discoveries  have  continued 
into  2007. 

The  oil  potential  in  this  region  is  immense. 
A  recent  geological  report  on  Fox's  Anglesey 
Prospect  issued  in  April  concluded  that  recover- 
able reserves  in  the  license  area  could  range  up 
to  213  million  barrels  of  oil.  At  $60  a  barrel, 
Fox's  33.33%  share  could  potentially  amount  to 
$4.26  billion  and  Fox  has  an  option  to  increase 
its  interest  to  up  to  60%. 

Combined,  Fox  Petroleum's  Alaska  and  North 
Sea  prospects  offer  exceptional  reserve  potential, 
totaling  up  to  373  Million  Barrels  of  Oil. 
Company  stakeholders  can  expect  future 
corporate  growth  to  be  very  robust  as  Fox's 
aggressive  exploration  programs  kick  into  high 
gear  over  the  coming  weeks  and  months. 


Call  now  for  a  free  company 
investor  package!  Toll  free 

fcrVi  1-888-369-4744 

\g/  www.foxpetro.coni 
FOX  NASDAQ  OTC  BB:  FXPE 
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,  The  Oil  and  Gas  Challenge 

All  six  of  the  world's  supermajors  have 
launched  programs  in  recent  years  to  address 
concerns  about  global  climate  change  ...  while 
there  are  still  a  host  of  unanswered  questions, 
the  risks  posed  to  society  and  ecosystems  are 
serious  enough  to  warrant  action. 


barrels  of  oil  every  day  just  to  meet  that 
new  transportation  demand. 

Addressing  Climate  Change 

On  top  of  these  issues  is  the  growing 
concern  about  potential  climate  change 
due  to  rising  concentrations  of  green- 
house gases  (GHGs)  in  the  atmosphere. 
There  are  a  number  of  these  GHGs,  but 
the  most  prevalent  is  carbon  dioxide, 
which  is  a  by-product  of  fossil  fuel  com- 
bustion. From  a  preindustrial  level  of 
about  280  parts  per  million  (ppm), 
atmospheric  C02  concentrations  have 
now  climbed  close  to  380  ppm,  and  could 
be  on  their  way  to  600  ppm  to  1 ,000  ppm 
by  the  end  of  the  century  unless  there  are 
major  reductions  in  annual  emissions.  In 
all  likelihood,  such  an  increase  would  lead 
to  unprecedented  increases  in  global 
average  temperatures  by  the  end  of  the 
century.  The  best  estimates  of  the  United 
Nations  Intergovernmental  Panel  on 
Climate  Change  (IPCC)  are  that  tempera- 
tures could  rise  by  1.8  degrees  Centigrade 
to  4  degrees  C.  By  comparison,  the  Earth 
is  now  only  around  5  degrees  C  warmer 
than  it  was  during  the  last  Ice  Age. 

Those  projections  also  have  people 
talking.  All  six  of  the  world's  supermajors 
—  BP,  Chevron,  ConocoPhillips, 
ExxonMobil,  Royal  Dutch  Shell  and 
Total  —  have  launched  programs  in  recent 


years  to  address  concerns  about  global 
climate  change,  saying  in  essence  that 
while  there  are  still  a  host  of  unan- 
swered questions,  the  risks  posed  to 
society  and  ecosystems  are  serious 
enough  to  warrant  action. 

Moving  Toward  Solutions 

Tackling  all  these  problems  at  once  will 
not  be  easy,  but  there's  no  lack  of  ideas. 
In  its  report,  the  NPC  offered  a  list  of 
options,  including: 

•  Moving  aggressively  to  boost  the  effi- 
ciency of  the  nation's  transportation 
sector  by  doubling  the  vehicle  fuel 
economy  standard,  potentially  saving 
up  to  5  mbd  by  2030 

•  Enhancing  incentives  for  energy  effi- 
ciency in  the  residential  and  commercial 
sectors 

•  Expanding  production  from  clean  coal, 
nuclear,  biomass,  other  renewables  and 
unconventional  oil  and  gas 

•  Slowing  the  decline  of  conventional 
domestic  oil  and  gas  production 

•  Increasing  access  for  the  development 
of  new  domestic  oil  and  gas  resources 

•  Better  integrating  energy  issues  into 
ongoing  trade,  economic,  environmental, 
security  and  foreign  policy  discussions 

•  Boosting  domestic  science  and  engineer- 
ing capabilities  and  creating  long-term 
opportunities  for  research  and  devel- 


opment in  all  phases  of  the  energy 
supply  and  demand  system 
•  Developing  the  legal  and  regulatory 
framework  to  enable  carbon  capture 
and  sequestration 

"There  is  no  single,  easy  solution  to  thq 
global  challenges  ahead,"  the  NPC  con-* 
eludes.  "Given  the  massive  scale  of  tha 
global  energy  system  and  the  long  lead 
times  necessary  to  make  material  changes, 
actions  must  be  initiated  now  and  sus-> 
tained  over  the  long  term." 

The  real  issue  is  not  ideas,  but  leadership 
National  and  international  political,  busi- 
ness and  environmental  leaders,  in  cooper- 
ation with  the  public,  must  work  togethei 
to  craft  the  policies  needed  to  ensure  ade 
quate  energy  supplies  over  the  nex 
decades  while  at  the  same  time  continuing 
to  reduce  the  environmental  footprint  ot 
fossil  and  alternative  fuels  such  as  biofuels 
That  way,  people  worldwide  can  keej 
enjoying  their  many  benefits.  I 
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>lam:  Mexican  police  shut  down  a  branch  of 
Ribadeo  Casa  de  Cambio. 


Money  Laundering 


Blood 


rhe  real  problem  at  the  Mexican  border 
isn't  the  people  coming  across. 
It's  the  hundred-dollar  bills  |  By  Nathan  Vardi 


WHY  WOULD  A  MURDER  IN 
Mexico  cause  a  headache  for 
a  bank  in  San  Francisco? 
The  answer  lies  in  a  cur- 
rency exchange  house  known  as  Ribadeo 
Casa  de  Cambio.  Ribadeo  was  shut  down 
by  Mexican  regulators  after  its  president 
was  found  shot  to  death  in  the  back  of  a 
car,  his  hands  tied  behind  his  back  Between 
2002  and  2006,  say  documents  from  the 
U.S.  Drug  Enforcement  Administration 
and  the  Justice  Department,  drug  traffick- 
ers used  Ribadeo  to  launder  $300  million 
through  U.S.  banks. 

Ribadeo  proved  so  useful  to  the 
cocaine  trade,  in  part,  because  it  had  an 
account  at  the  Union  Bank  of  California, 
the  nations  27th-largest  bank  (assets:  $53 
billion)  and  the  main  unit  of  the  Japanese- 
controlled  holding  company  Unionbancal. 
Details  of  Union  Bank's  connection  with 
Ribadeo  comes  to  light  via  the  criminal 
prosecution  of  the  Bernal  brothers  of 
Colombia,  Ricardo  Mauricio  and  Juan 
Manuel,  who  pleaded  guilty  in  late  August 
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3  The  money  is 
wired  to  the  exchange 
house's  account  at 
a  U.S.  bank. 


5  The  broker's  man  uses 
the  drug  dollars  to  pay 
debts  incurred  by  Colombian 
importers  in  the  U.S. 


The  drug  dollars  are 
wired  from  the  U.S.  bank  to 
a  black  market  peso  broker's 
representative  in  Miami. 


Increasingly, 
drug  profits  made 
in  America  are 
driven  in  bulk  over 
the  southwestern 
border  into  Mexico, 


MEXICO 


2  The  illicit  funds  are 
deposited  into  a  Mexican 
exchange  house,  known 
as  a  casa  de  cambio. 


The  Drug-Money  Express 


6  The  Colombian 
importers  pay  pesos 
to  the  broker  in 
Bogota. 


to  laundering  drug  money.  Following  a 
Justice  Department  investigation,  Union 
Bank  of  California  is  trying  to  resolve  the 
feds'  concerns  about  its  relationship  with 
Ribadeo. 

Union  isn't  the  only  bank  that  could 
get  caught  in  the  wringer.  Since  Sept.  1 1 
the  feds  have  introduced  new  laws  and 
tightened  up  old  regulations  to  shift  some 
of  the  onus  for  catching  bad  guys  onto 
banks.  There  are  tougher  benchmarks  for 
recordkeeping  and  more  detailed  report- 
ing, along  with  requirements  to  check  cus- 
tomers against  the  Treasury  Departments 
so-called  specially  designated  persons  list. 
Complying  with  U.S.  anti-money-laun- 


dering rules  costs  financial  institutions 
maybe  $3  billion  a  year,  says  the  Peterson 
Institute  for  International  Economics. 
Even  then  it's  possible  for  well-intentioned 
banks  to  miss  a  suspicious  wire-transfer 
request  or  dirty  money  commingled  with 
legitimate  funds.  In  the  last  16  months  the 
feds  have  gone  after  three  U.S.  financial 
institutions  for  complicity— unwitting  or 
otherwise — in  drug-money  laundering. 

Drug  traffickers  move  as  much  as  $25 
billion  a  year,  says  the  Justice  Depart- 
ment— a  good  chunk  of  that  through  net- 
works like  the  Bernal-Ribadeo-Union 
Bank  connection.  The  problem  has 
become  so  vexing  that  the  U.S.  Treasury 


Department  issued  a  rare  advisory  la 
year  that  warned  American  banks  aboi 
"a  dramatic  increase  in  the  smuggling 
bulk  cash  proceeds  from  the  sale  of  na 
cotics"  and  the  "potential  misuse  of  rel; 
tionships  with  U.S.  financial  institutioi 
by  certain  Mexican  financial  institution 
including  Mexican  casas  de  cambio,"  « 
currency  exchange  houses  (see  diagram) 
What  did  Union  Bank  do  wrong? 
was  a  cog  in  the  machinery  of  a  thre> 
country  contrivance  for  cleansing  illic 
profits.  The  Bernals,  says  the  affidavit  of 
DEA  agent,  filed  in  federal  court  i 
Miami,  used  Ribadeo's  account  at  Unic 
Bank  of  California  to  move  drug  mont 
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Money  Laundering 


With  post  9/11  laws 
and  regulations 
making  it  harder  to 
deposit  cash  directly 
in  U.S.  financial 
institutions,  drug- 
money  launderers 
have  created  a  new 
financial  network  to 
move  dirty  dinero. 


7  The  broker 
takes  a  fee  and 
gives  the  rest  to 
the  drug  cartel. 


rom  Mexico  to  the  U.S.  and  finally  back 
o  Colombia  through  the  black  market 
ar  pesos. 

Here's  how  it  worked — at  least,  how 
ticardo  Mauricio  explained  it  to  an 
nformant  of  the  DEA,  which  conducted 
sting  operation  from  2004  to  2005. 
licardo  claimed  he  controlled  Ribadeo 
nd  asked  the  informant  if  he  could  ac- 
ept  funds  in  Miami  wired  from  Riba- 
leo's  account  at  Union  Bank,  then  find  a 
/ay  to  transfer  the  money  to  Colombia 
n  pesos.  According  to  the  court  affida- 
it,  the  Bernals  wired  $2.5  million  to  the 
nformant  through  Ribadeos  Union  Bank 
ccount.  The  informant  then  delivered 


checks  and  cash  to  the  representative  of  a 
Colombian  dollar-peso  broker  in  Miami. 
That  broker  used  the  dollars  to  settle 
unspecified  debts  that  Colombian  im- 
porters had  incurred  in  the  U.S.  (often, 
in  such  cases,  they're  for  appliances  like 
refrigerators  and  microwaves).  The  im- 
porters paid  the  broker  in  pesos;  the 
broker,  through  the  informant,  delivered 
the  pesos  to  an  agent  of  the  Bernals,  often 
on  street  corners  in  Bogota. 

Union  Bank  closed  Ribadeos  account 
by  2006,  but  the  Bernals  continued  to 
launder  money  through  other  undis- 
closed U.S.  banks,  says  the  affidavit.  The 
brothers  were  arrested  in  Colombia  and 
extradited  to  Miami  this  year — part  of  a 
global  sting  that  reached  as  far  as  Spain, 
where  police  seized  $20  million  and  two 
tons  of  cocaine  with  a  wholesale  value  of 
$80  million. 

That's  a  tiny  sliver  of  what  gets 
through,  of  course.  The  government  last 
year  managed  to  seize  only  $80  million 
at  the  border,  the  first  link  in  the  new 
money  laundering  chain.  Sometimes 
agents  are  lucky  enough  to  catch  couriers 
like  Carlos  Martinez.  This  year  the  49- 
year-old  made  15  trips  to  move  stacks  of 
cash  from  his  Dallas  home  over  the  bor- 
der to  Durango,  Mexico  in  his  2002  silver 
Ford  van.  It  was  a  lucrative  commute — 
Martinez  got  paid  as  much  as  $15,000  for 
each  voyage.  But  it  all  came  to  an  end  one 
morning  in  July,  when  he  got  stopped  in 
Laredo,  Tex.  by  a  U.S.  customs  agent  just 
as  he  was  about  to  cross  the  Lincoln- 
Juarez  Bridge  into  Mexico.  A  secret  com- 
partment inside  the  van  held  18  bundles 
of  cash  totaling  $837,000,  wrapped  in 
duct  tape.  Martinez  has  pleaded  not 
guilty  to  bulk  cash  smuggling  and  is  being 
held  in  a  Laredo  prison.  Aided  by  money- 
sniffing  dogs,  agents  have  found  $100 
bills  stashed  everywhere,  from  car  tires 
to  people  who  have  swallowed  money 
placed  in  latex  gloves  and  condoms. 

But  nabs  like  Martinez  are  rare 
because  U.S.  officers  don't  keep  track  of 
southbound  traffic  at  the  border.  They 
inspect  outbound  vehicles  only  "on  an 
intermittent  basis,"  says  Roger  Maier,  a 
spokesman  for  U.S.  Customs  &  Border 
Protection  in  El  Paso,  Tex.  "Our  focus  is 
what  is  coming  into  the  country." 


Figuring  out  what  goes  on  farther 
south  at  exchange  houses  like  Ribadeo  is 
even  dicier.  These  casas  de  cambio  and 
centros  cambiaros  serve  as  a  legitimate 
parallel  banking  system  in  Mexico.  Oper- 
ating out  of  storefronts  or  temporary  loca- 
tions like  trailers,  they  provide  currency 
exchange  and  money  transmissions,  and 
act  as  brokers  for  financial  transactions. 
Casas  often  have  correspondent  relation- 
ships with  U.S.  banks  and  are  widely  used 
by  Mexicans  working  in  the  U.S.  to  remit 
funds  to  families  back  home.  But  casas 
also  play  a  major  role  in  money  launder- 
ing operations,  says  the  U.S.  government's 
2007  National  Money  Laundering  Strat- 
egy. Sometimes  they  do  so  by  intermin- 
gling legitimate  funds  with  drug  money. 
The  Treasury  Department  identified  six 
casas  and  centros  last  year  used  by  the 
Arellano  Felix  drug  cartel  to  launder  pro- 
ceeds smuggled  across  the  border.  In  2005 
the  feds  fingered  nine  casas  that  helped 
the  same  cartel  launder  $120  million. 

Union  Bank,  which  declines  to  com- 
ment on  its  link  with  Ribadeo,  is  bracing 
for  another  whack  for  other  activities. 
In  July  it  announced  it  was  reserving 
$10  million  to  deal  with  threatened  civil 
penalties  for  violating  anti-money-laun- 
dering regulations.  The  bank  reportedly 
cut  off  relations  with  hundreds  of  Rus- 
sian banks  in  2004  and  sold  most  of  its 
international  operations  in  2005  in  con- 
nection with  money  laundering  issues 
raised  by  the  Federal  Reserve  Bank  of 
New  York  but  has  remained  on  the  hook 
for  any  residual  problems. 

In  August  American  Express  agreed 
to  pay  $65  million  to  deal  with  Justice 
Department  claims  that  its  international 
private  banking  group  was  used  to  laun- 
der $55  million  of  Colombian  drug 
proceeds.  Like  the  Bernals,  the  goodfellas 
turned  dollars  in  America  to  pesos  in 
Colombia  by  hooking  up  with  importers 
of  goods.  The  same  federal  investigation 
that  netted  American  Express  also  nailed 
BankAtlantic  Bancorp  of  Fort  Lauder- 
dale, Fla.,  which  last  year  paid  $10  mil- 
lion to  settle  money  laundering  claims. 

Amexco's  fine  was  the  largest  ever 
paid  out  by  a  U.S.  financial  institution. 
Don't  be  surprised  if  that  record  gets 
broken  soon.  F 
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N  NINE  DECADES  OF  PLAY 
the  Cardinals  of  the  National 
Football  League  have  racked 
B  up  more  losses  than  any  other 
mmttmm  team  in  NFL  history.  As  the 
new  season  begins,  the  Cards — even  some 
fans  call  them  the  Shards,  as  in  shattered 
glass— have  lost  664  games  (57%).  They 
have  won  only  one  playoff  game  since  1947 
and  have  logged  just  one  winning  season 
since  1984.  The  team  has  won  ten  or  more 
games  five  times  in  86  years;  the  Indian- 
apolis Colts,  the  New  England  Patriots  and 
the  Philadelphia  Eagles  have  won  ten  or 
more  games  at  least  five  times,  too — in  just 
the  past  seven  seasons. 

The  lamentable  litany  of  losses  was 
painful  for  Michael  Bidwill,  42,  son  of  the 


teams  longtime  owner.  In  the  1970s,  when 
the  Cardinals  played  in  St.  Louis,  the  kid 
would  get  picked  on  and  bullied  at  school 
in  the  fall  as  his  dad's  team  started  losing 
yet  again.  "I  understood  at  a  young  age 
that  when  you  don't  win,  there  will  be  crit- 
icism," he  says.  "It  has  motivated  me." 

The  Cardinals  kept  on  losing  after 
moving  to  their  current  hometown  of 
Phoenix  in  1988,  but  by  then  Bidwill  had 
hardened  into  a  brash,  muscle-bound  fed- 
eral prosecutor  wearing  red  power  neck- 
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ties.  He  quit  in  1996  to  start  fixing  four 
decades  of  bad  management  at  the  fran- 
chise— all  of  it  largely  the  work  of  his 
father,  William  V.  Bidwill,  and  the  staff 
Dad  had  hired. 

The  elder  Bidwill,  76,  a  media-shy 
Walter  Mitty  who  fancies  bookish  bow 
ties,  says  the  bad  decisions  "weren't  made 
by  the  ownership — they  were  made  by 
football  people."  He  takes  no  blame  for  the 
hiring  and  says  he  would  change  only  a 
few  personnel  decisions  made  over  the 
years.  "But  there  have  been  some  good 
choices,  too,"  he  adds,  citing  the  hiring  of 
head  coach  Don  Coryell — 34  years  ago. 

Nonetheless,  the  father  yielded  earlier 
this  year  to  his  son  Michael,  who  took  over 
as  president.  He  has  put  together  what  his 


father  couldn't  a  coherent,  plausible  plan  for 
turning  this  team  into  a  winner,  financially 
and  on  the  field.  It  includes  a  new  stadium 
with  a  richer  share  of  revenues;  the  team's 
first-ever  true  marketing  staff;  a  tougher- 
looking  redbird  mascot;  and  a  reversal  of 
decades  of  penny-pinching  that  let  star  tal- 
ent go  elsewhere  and  skimped  on  everything 
from  jockstraps  to  gym  gear. 

Now  Bidwill's  overhaul  has  begun  to 
bear  fruit.  Off  the  field,  the  Cards  had 
been  equally  as  wretched.  In  the  past 


Lifting 
a  Loser 

Michael  Bidwill  vows  to  transform  the  CARDINALS 
from  laughingstock  to  contender  in  the  NFL. 

By  Monte  Burke 


decade  they  have  been  at  or  near  the  bot- 
tom of  the  league  in  attendance  and  rev- 
enue. Last  season  revenue  increased  20%, 
to  $189  million.  And  now  the  team  is 
worth  $888  million,  13%  more  than  last 
year.  Says  Rod  Graves,  who  became  gen- 
eral manager  this  year  and  has  been  with 
the  team  since  Michael  joined  in  1996: 
"There's  a  distinctly  different  feeling  now." 

The  Cardinals  are  the  oldest  pro  foot- 
ball franchise,  founded  as  the  Morgan 
Athletic  Club  in  Chicago  in  1898.  In  1901 
the  team  bought  used  red  jerseys  from  the 
University  of  Chicago's  team;  when  the 
owner  labeled  the  color  cardinal  red,  the 
name  stuck.  In  1920  the  team  became  a 
charter  member  of  the  NFL.  In  1932 
Michael  Bidwill's  grandfather,  Charles  W. 
Bidwill  Sr.,  a  Chicago  racetrack  owner  and 
vice  president  of  the  Bears,  purchased  the 
Cards  for  $50,000.  He  died  in  early  1947, 
and  that  year  the  team  won  its  second — 
and  last — NFL  championship.  His  widow 
moved  the  team  to  St.  Louis  in  1960.  She 
died  two  years  later,  and  the  team  went  to 
her  sons,  William  and  his  older  brother, 
Charles.  In  1972  William  bought  out 
Charles  for  $6.5  million. 


back  Matt  Leinart       **  birds  won  107 


has  the  talent  and       games  and  lost  125, 


which  was  built  for  Major  League  Baseball's 
Cardinals.  Some  moves  were  inexplicable  (or 
indefensible).  In  the  first  round  of  the  college 
draft  in  1978,  the  Cardinals  passed  on  quar- 
terback Doug  Williams  (who  won  a  Super 
Bowl  for  the  Redskins  in  1988)  and  tight  end 
Ozzie  Newsome  (who  went  to  the  Cleveland 
Browns  and  was  inducted  into  the  Hall  of 
Fame  in  1999).  The  Cards  got  a  kicker.  Huh? 

William  pushed  for  public  backing  for 
a  new  stadium  but  got  nowhere.  Frustrated, 
he  moved  the  team  to  Phoenix  in  1988, 
lured  by  that  city's  promise  to  build  a  new 
arena.  The  officials  who  made  the  prom- 
ise reneged,  however,  when  the  savings  and 
loan  crisis  erupted.  Bidwill  settled  foi  rent- 


Saving  Arizona: 
Second-year  quarter- 


In  the  next  16 
seasons  in  St  Louis, 


looks  to  be  a  star. 


and  they  rarely  filled 
Busch  Stadium, 
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ing  the  sunbaked  Sun  Devil  Stadium  from 
Arizona  State  University,  getting  only  half 
of  the  revenues  (compared  with  100%  for 
most  teams). 

The  move  to  the  desert  brought  only 
more  misery.  At  Sun  Devil  in  Tempe  the 
aluminum  benches  on  the  west  side 
broiled  in  the  sun  all  afternoon  as  temper- 
atures hit  115  degrees  Fahrenheit.  From 
1988  to  2005  the  team  sold  out  only  12 
home  games — 7  of  which  featured  Amer- 
icas Team,  the  Dallas  Cowboys.  In  2005 
the  franchise's  22,000-person  season- 
ticket  base  was  the  lowest  in  the  NFL.  So 
was  team  revenue,  at  $158  million  a 
year,  18%  below  the  league  average. 

"Moving  to  Phoenix  without  a 
stadium  deal  in  place  was  a  funda- 
mental error  that  should  never  have 
happened,"  says  Marc  Ganis,  president 
of  SportsCorp,  a  Chicago  consulting 
firm.  If  only  the  Shards  had  stayed  in 
St  Louis:  In  1995  the  Los  Angeles 
Rams  moved  there  and  got  their  own 
new  stadium  later  that  year. 

"The  Bidwills  have  somehow  made 
the  number  one  sport  in  America 
about  as  popular  in  the  Arizona  desert 
as  down  ski  parkas,"  a  writer  for  Sports 
Illustrated  observed  in  2005.  "Their 
biggest  problem  was  that  they  needed 
a  new  stadium,"  says  Denver  Broncos 
owner  Patrick  Bowlen.  But  William 
Bidwill  couldn't  get  it  done. 

Enter  the  rising  son.  Michael  Bid- 
will  graduated  from  law  school  at 
Catholic  University  in  1990  and  be- 
came- a  federal  prosecutor  in  Phoenix. 
"He  was  tenacious  and  perseverant," 
says  lawyer  Paul  Charlton,  who  worked 
alongside  him.  That  job,  Michael  says,  pre- 
pared him  well  for  the  scrum  of  the  NFL. 

He  quit  in  1996  to  lobby  for  a  new  sta- 
dium for  his  dads  team,  joining  the  fran- 
chise as  general  counsel.  Within  six 
months  came  the  first  piece  of  legislation 
to  authorize  a  public  vote  for  a  stadium 
ihat  would  be  mostly  funded  by  taxpayers. 
The  resolution  passed,  51%  to  49%,  and 
construction  on  the  first  stadium  built 
expressly  for  the  Cardinals  began  in  2003. 

A  modern  architectural  marvel  at  a 
cost  of  $450  million,  the  silver  structure, 
rounded  like  a  barrel  cactus,  rises  out  of 
the  Sonoran  Desert,  surrounded  by  the 


craggy  peaks  of  the  White  Tank  Moun- 
tains and  the  Sierra  Estrella.  It  seats  up  to 
75,000  in  air-conditioned  comfort.  The 
new  venue,  which  will  host  the  Super 
Bowl  in  February,  has  a  translucent  fabric 
roof  that  can  open  up  wide  on  cooler  days. 
Cooler  still,  it  boasts  a  retractable,  natural- 
grass  field,  the  first  of  its  kind  in  the  U.S., 
contained  in  a  tray  that  is  rolled  on  a  set 
of  rails  into  the  stadium  for  games.  On 
nongame  days  the  9,500-ton  turf  tray  sits 
outside,  soaking  up  sunlight  and  water. 

Most  important  of  all,  the  Cardinals 
pay  a  mere  $250,000  rental  fee  to  the 


Cardinals  President  Michael  Bidwill  has  a  better  game 


authority  that  owns  the  whole  thing.  The 
team  reaps  all  stadium  (premium  seating, 
concessions,  advertising)  revenues — $42 
million  a  year  or  more — compared  with 
only  a  50%  cut  at  Sun  Devil.  Last  year  Bid- 
will  signed  a  20-year  deal  for  naming 
rights  with  the  University  of  Phoenix  for 
$155  million,  third  largest  in  NFL  history. 
And  the  Arizona  Cardinals  sold  out  the 
entire  season  last  year  and  have  done  so 
again  this  year;  so  home  games  are  tele- 
vised locally  instead  of  getting  blacked 
out,  boosting  visibility.  In  its  first  17  years 
in  the  desert  the  team  had  never  had  a 
full-season  sellout 

The  stadium  has  88  elite  suites  and 


7,500  club  seats,  which  provide  $17  mil- 
lion of  the  revenue  total.  For  the  suites 
Bidwill  added  a  feminine  touch — lockers 
to  hold  women's  purses — because 
"women  make  most  of  the  buying  deci- 
sions in  a  family,"  he  says. 

"That  stadium  is  the  underpinning  of  a 
significantly  new  situation  for  the  Cardinals," 
says  the  Broncos'  Bowlen.  Adds  Jeffrey  Lurie, 
owner  of  the  Philadelphia  Eagles:  "The 
league  needs  a  successful  franchise  in  that 
booming  area  of  the  country.  They  really  do 
now  have  an  opportunity  to  thrive." 

The  younger  Bidwill  also  has  reversed 
his  father's  knack  for  chintzy  spending 
on  items  large  and  small.  In  the  past  the 
team  famously  issued  players  one  jock- 
strap and  one  T  shirt  and  made  them 
pay  for  replacements.  In  the  1990s  the 
staff  served  the  players  Popeyes  chicken 
for  lunch.  Rookies  got  only  one  pair  of 
cleats  for  the  entire  season. 

Rather  than  pay  up,  the  Cards  in 
1986  traded  running  back  O.J.  Ander- 
son to  the  New  York  Giants,  where  he 
was  named  Most  Valuable  Player  in 
their  1991  Super  Bowl  win.  In  2003 
quarterback  Jake  Plummer  defected 
and  took  the  Broncos  to  the  playoffs  for 
three  consecutive  years.  Another  star, 
Thomas  Jones,  was  shipped  out  in 
2003  and  helped  the  Bears  get  to  the 
Super  Bowl  last  year  (when  the 
Indianapolis  Colts  won). 

Now  the  team  is  intent  on  re- 
signing marquee  players  before  they  can 
become  free  agents  and  leave  for  a 
higher  bidder.  Anquan  Boldin,  a  young 
and  talented  wide  receiver,  just  re-upped 
for  four  years  and  $14  million;  defensive 
back  Adrian  Wilson  got  a  five-year  exten- 
sion for  $21  million.  Edgerrin  James,  the 
standout  running  back  from  the  Colts,  is  in 
the  second  season  of  a  four-year,  $30  mil- 
lion contract  The  Cardinals  also  drafted  for- 
mer USC  quarterback  Matt  Leinart,  who 
could  become  a  star  on  and  off  the  field, 
given  his  rocket  left  arm  and  the  Hollywood- 
handsome  jock's  penchant  for  dating  mod- 
els. "I  was  stoked  to  be  coming  to  this  team," 
says  the  second-year  Card. 

This  year  Bidwill  also  has  hired  a 
new  head  coach,  Ken  Whisenhunt, 
former  offensive  coordinator  of  the 
Pittsburgh  Steelers.  "We  wanted  to  bring 
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Dallas'  $1  billion,  cash-rich  stadium,  set  to  open  in  2009,  vaults  the 
Cowboys  to  the  top  of  the  NFL  rankings  for  the  first  time  in  eight  years. 


VALUE 


RANK 

TEAM  OWNER(S)  (YEAR  ACQUIRED) 

CURRENT1 
(SMIL) 

1-YEAR 
CHANGE 

DEBT/ 
VALUE2 

REVENUES 
(SMIL) 

INCOME3 
(SMIL) 

1 
1 

Dallas  COWBOYS  1  Jerral  Jones  ('89) 

$1,500 

28% 

42% 

$242 

$4.3 

Washington  REDSKINS  1  Daniel  Snyder  ('99) 

1,467 

3 

16 

312 

66.0 

New  England  PATRIOTS  Robert  Kraft  ('94) 

1,199 

2 

25 

255 

34.9 

Houston  TEXANS  1  Robert  McNair  ('99) 

1,056 

1 

28 

225 

25.9 

~| 

Philadelphia  EAGLES  1  Jeffrey  Lurie  ('94) 

1,052 

3 

17 

224 

25.7 

Denver  BRONCOS  Patrick  Bowlen  ('84) 

994 

2 

20 

212 

15.9 

Chicago  BEARS   McCaskey  family  (70) 

984 

4 

19 

209 

36.9 

New  York  GIANTS   John  Mara  ('25),  Steve  Tisch  ('91) 

974 

9 

67 

195 

10.7 

9 

Cleveland  BROWNS  I  Randolph  Lerner  ('98) 

969 

0 

10 

206 

20.6 

New  York  JETS  I  Robert  Wood  Johnson  IV  (2000) 

967 

10 

67 

193 

26.4 

11 
*  * 

Baltimore  RAVENS  Stephen  Bisciotti  (2000) 

965 

2 

28 

205 

1.0 

Tampa  Bay  BUCCANEERS  I  Malcolm  Glazer  ('95) 

963 

1 

15 

205 

39.5 

13 

Kansas  City  CHIEFS  Lamar  Hunt  family  ('60) 

960 

7 

14 

196 

35.2 

Carolina  PANTHERS  I  Jerry  Richardson  ('93) 

956 

2 

13 

203 

2.5 

15 

Miami  DOLPHINS  I  Wayne  Huizenga  ('94) 

942 

3 

37 

215 

11.2 

Pittsburgh  STEELERS  I  Daniel  Rooney,  Art  Rooney  II  ('33) 

929 

6 

8 

198 

20.0 

17 

Green  Bay  PACKERS  I  shareholder  owned  ('19) 

927 

2 

4 

197 

20.3 

Tennessee  TITANS  i  Kenneth  Adams  Jr  ('59) 

922 

4 

14 

196 

24.2 

19 

Seattle  SEAHAWKS I  Paul  Allen  ('97) 

921 

4 

13 

196 

-2.6 

Cincinnati  BENGALS  Michael  Brown  ('67) 

912 

11 

11 

194 

11.7 

21 

Indianapolis  COLTS  James  Irsay  (72) 

911 

9 

11 

184 

-17.3 

St  Louis  RAMS  Georgia  Frontiere  (72),  Stanley  Kroenke  ('95) 

908 

8 

4 

193 

17.9 

23 

Arizona  CARDINALS  William  Bidwill  ('32) 

888 

13 

17 

189 

4.6 

Detroit  LIONS  William  Clay  Ford  ('64) 

870 

4 

40 

189 

-1.8 

25 
**** 

New  Orleans  SAINTS  Thomas  Benson  ('85) 

854 

16 

15 

194 

25.2 

San  Diego  CHARGERS  Alexander  Spanos  ('84) 

826 

13 

12 

192 

19.2 

27 

Buffalo  BILLS  I  Ralph  Wilson  Jr  ('59) 

821 

9 

9 

189 

34.6 

Oakland  RAIDERS  I  Allen  Davis  ('66) 

812 

10 

7 

189 

46.2 

29 

Jacksonville  JAGUARS  Wayne  Weaver  ('93) 

811 

9 

14 

189 

22.1 

San  Francisco  49ERS   Denise  DeBartolo  York  (77) 

799 

9 

13 

186 

9.9 

it 

Atlanta  FALCONS  I  Arthur  Blank  (2002) 

796 

9 

34 

185 

-3.4 

Minnesota  VIKINGS  I  ZygmuntWilf,  MarkWilf  (2005) 

782 

9 

40 

182 

-19.1 

LEAGUE  AVERAGE 

957 

7 

21 

204 

17.8 

tevenues  and  operating  income  are  for  2006  season  and  net  of  revenue  sharing  and  stadium  debt  service.  'Value  of  team  based  on  current  stadium  deal  (unless 
lew  stadium  is  pending),  without  deduction  for  debt  (other  than  stadium  debt),  includes  stadium  debt.  Earnings  before  interest,  taxes  and  depreciation. 


itatistics:  Kurt  Badenhausen,  Michael  K.  Ozanian,  Christina  Settimi. 


I  For  more  on  the  NFL  visit  www.forbes.com/nfl/. 


i  little  of  that  blue-collar  toughness  to 
)ur  team,"  Bidwill  says.  Says  Whisen- 
tunt:  "We  presented  Michael  with  a  very 
specific  plan  for  what  we  wanted  to  do 
lere  to  succeed.  He's  given  us  everything 
ve've  asked  for." 

Important  upgrade:  a  new  $200,000 
veight  room  at  the  training  center  in 
Pempe.  In  past  years  only  half  the  players 
ook  part  in  an  off-season  weight-lifting  pro- 


gram; this  year,  in  the  new  digs,  the  entire 
team  pumped  up.  "The  little  things  mean  a 
lot,"  Whisenhunt  says.  "There  really  are  no 
more  excuses  anymore." 

Bidwill  says  the  changes  were  necessary. 
"If  we  had  a  lobby  full  of  Lombardi  trophies, 
I  might  have  been  more  status  quo.  But  we 
weren't  winning,  and  we  weren't  doing  well 
off  the  field,  so  I  had  to  speak  up." 

In  July,  as  the  worst  losers  in  NFL  his- 


tory started  summer  training  camp, 
Michael  Bidwill— a  ball  boy  for  the  team 
30  years  ago  who  had  borne  the  brunt  of 
bullies — gathered  the  giant  men  in  white 
helmets  and  cardinal  red  jerseys  around 
him.  He  says  he  told  them:  "We  haven't 
been  to  the  playoffs  in  ten  years.  We're  going 
back  this  year.  Let's  do  it!" 

It  was  something  his  father  never  would 
have  done.  F 
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Birdies 

I*       far  the 

'*  Brave 


Giving  Bac 

A  PGA  TOUR  Tradition 
I 


Phil  Mickelson  unveiled  the 
"Birdies  for  the  Brave"  charir 
effort  to  help  military  men, 
women  and  their  families  on 
July  4,  2006. 


1 


n  1938,  something  happened  in  the  world  of  golf  that  received  relatively  little  notice  a| 
the  time,  but  which  laid  the  foundation  for  a  tradition  that  would  go  on  to  positively 
change  hundreds  of  thousands  of  lives. 


That  was  the  year  organizers  of  the  Palm  Beach  Invitational 
donated  $10,000  to  local  charities.  In  the  years  that  followed,  the 
PGA  TOUR  and  its  tournaments  contributed  more  than  $1  bil- 
lion to  local  and  national  organizations  that  help  fund  a  broad 
spectrum  of  worthwhile  charities.  This  commitment  to  giving 
back  to  the  communities  and  to  deserving  people  and  programs  is 
an  unprecedented  team  effort  unmatched  by  any  other  professional 
sports  organization. 

"Giving  back  to  the  communities  in  which  our  events  are  held 
is  at  the  heart  of  the  PGA  TOUR,"  says  PGA  TOUR  Commissioner 
Tim  Finchem.  "It  reflects  directly  on  a  number  of  entities,  namely 
tournaments,  sponsors,  players,  volunteers  and  communities,  all 
working  together  toward  a  common  goal.  Charity  is  what  drives 
id  motivates  those  involved  to  make  the  commitments  and 


sacrifices  they  do.  In  addition,  the  individual  players  add  charitl 
dollars  at  their  own  charity  events  and  contribute  significandy  t< 
the  overall  mix." 

A  perfect  example  of  the  TOUR's  commitment  to  charity  i 
The  Presidents  Cup  where,  in  lieu  of  a  purse,  the  net  revenues  arj 
divided  into  equal  shares  that  the  players  and  captains  designate  H 
the  charities  or  golf- related  projects  of  their  choice  through  PG^ 
TOUR  charities.  The  first  six  Presidents  Cups  generated  morj 
than  $13  million  in  contributions  for  charities  around  the  world 

Following  the  example  set  by  the  Palm  Beach  Invitational 
tournaments  on  all  three  Tours  play  crucial  roles  in  supportinj 
charities.  In  2006,  the  TOUR's  Valero  Texas  Open,  Champion 
Tour's  Toshiba  Classic,  3M  Championship  and  Wal-Mart  First  Tel 
Open,  and  the  Albertsons  Boise  Open  in  the  Nationwide  Tou 
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and  Scanner  of  the  PGA  TOUR  and  Champions  Tour.' 


products.  For  performance  you  can  always  count  on.  While  it  may  not  seem 
y    obvious,  there's  actually  an  important  connection  between  PGA  TOUR  players  and  Canon  office  solutions. 

TOUR  players  can't  perform  without  the  best  clubs  and  business  people  can't  perform  without  the  best  technology. 
Which  explains  why  the  PGA  TOUR  depends  on  Canon  office  products  to  get  information  to  those  who  need  it. 
They  know  they  can  count  on  Canon's  high-performance  solutions  to  enable  people  to  work  the  way  they  need  to. 
All  of  which  is  why  Canon  is  the  category  leader  in  both  black-and-white  and  color 

office  solutions*  At  Canon,  we  understand  that  you  have  to  do  better  than  par  for     f  ^V'JE 
the  course.  1-800-OK-CANON  www.usa.canon.com 


Canon,  IMAGECLASS  and  IMAGERUNNER  are  registered  trademarks  of  Canon  Inc.  in  the  United  States  and  may  also  be  registered  trademarks  or  trademarks 
In  other  countries.  IMAOEANYWARE  is  a  trademark  ol  Canon.  O2006  Canon  U.S.A.,  Inc.  All  rights  reserved.  Products  shown  with  optional  accessories. 
"Source:  Gartner  Dataquest  -  "Printer  Quarterly  Statistics  United  States  -  Database,"  Camllle  lorns,  February  2006. 
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2005  Payne  Stewart  recipient  Brad  Faxon 
(left)  and  2006  recipient  Gary  Player  are 
pictured  at  last  year's  TOUR  Championship. 
Hal  Sutton  received  the  2007  award. 


J. 


provided  the  largest  charitable  contributions 
on  their  respective  tours,  while  this  year  the 
Nationwide  Tour's  BMW  Charity  Pro-Am 
at  The  Cliffs  donated  more  than  52  million 
to   charities  in  the  tournament's  South  ft  ^ 
Carolina-North  Carolina  region. 

In  addition,  individual  players  have  special 
projects  to  which  they  devote  their  time  and  V 
energy.  For  example,  Tiger  Woods  fulfilled  a  life 
long  dream  when  the  Tiger  Woods  Learning  Center 
opened  in  2006  in  Anaheim,  California.  That  same  year, 
TOUR  members  Frank  Lickliter  II,  Corey  Pavin  and  Jerry 
Kelly,  as  well  as  Champions  Tour  members  Howard  Twitty  and 
Donnie  Hammond,  showed  their  continued  support  for  those 
serving  overseas  by  traveling  to  the  Persian  Gulf  to  visit 
American  troops,  and  Phil  Mickelson,  Rory  Sabbatini  and 
Woods  all  give  financial  support  to  programs  that  support 
members  of  the  military.  At  the  inaugural  AT&T  National 
outside  the  nation's  capital,  military  personnel  were  involved 
and  honored  at  the  tournament. 

"It's  very  important  to  me  that  this  tournament  honor  the 
men  and  women  who  serve  in  our  Armed  Forces,"  said  Tiger 
Woods,  whose  late  father,  Earl,  served  as  a  Lt.  Colonel  in  the 
Green  Berets.  "They  put  their  lives  on  the  line  so  that  we  are 
able  to  enjoy  our  freedom,  and  we'd  love  for  them  to  come  out 
and  enjoy  a  few  days  of  relaxation." 

PJiode  Island  natives  Brad  Faxon  and  Billy  Andrade  work 
tirelessly  to  support  their  Billy  Andrade/Brad  Faxon  Charities 
for  Children,  which  has  raised  more  than  S7  million  since  its 
founding  in  1994.  And  when  Hurricane  Katrina  decimated  the 
Gulf  Coast,  Louisiana's  David  Toms  stepped  up  to  the  plate  and 
raised  more  than  S 1  million  to  assist  those  affected  by  the  storm. 
This  in  addition  to  his  work  for  the  David  Toms  Foundation, 
which  he  created  in  2003  to  help  underprivileged,  abused  and 
abandoned  children.  Finally,  at  the  close  of  the  2006  season, 
Champions  Tour  Player  of  the  Year  Jay  Haas  contributed  the 
SI  million  annuity  he  won  as  the  winner  of  the  Charles  Schwab 
Cup  to  charities  in  his  hometown,  Greenville,  SC.  Runner-up 
Loren  Roberts  also  gave  the  5500,000  he  won  to  charities  in  his 
hometown,  Memphis. 

"My  wife  Jan  and  I  have  been  talking  about  donating  the 
Charles  Schwab  Cup  money  for  a  while  now;"  said  Haas  at  the 
awards  ceremony.  "Allen  Doyle  set  the  precedent  a  few  years  ago 
by  donating  his  SI  million  annuity  to  several  charities  —  which 


was  unbelievably  generous  on  the  pan  of  him 
and  his  wife  Kate.  Then  Tom  Watson  and  Dana 
Quigley  made  donations  with  their  Charles  Schwab 
Cup  money.  Jan  and  I  were  certainly  impressed  and  influ 
enced  by  what  they  did." 
In  all,  at  least  S4.1  million  in  Charles  Schwab  Cup  winnings 
have  been  donated  to  charities. 

It's  important  to  note  the  roles  the  TOUR's  corporate 
partners  have  played  in  supporting  charities.  In  fact,  one  rea- 
son Southern  Company  is  the  corporate  sponsor  of  the  Payne 
Stewart  Award  is  the  company's  tradition  of  recognizing  and 
honoring  those  individuals  who  shared  Stewart's  commitment 
to  the  game's  heritage  of  giving  back,  as  well  as  his  respect  for  the 
game's  traditions  and  the  TOUR's  emphasis  on  professionalism 
As  the  "Official  Energy  Company  of  the  PGA  TOUR  and 
Champions  Tour,"  Southern  Company  contributes  S300.00C 
annually,  with  a  third  going  to  Payne  and  Tracy  Stewart's  pri- 
mary charity, The  Stewart  Family  Foundation;  a  third  going  tc 
The  First  Tee  facility  in  Stewart's  native  Missouri;  and  a  third 
going  to  a  charity  designated  by  the  recipient.  This  year"; 
recipient  is  Hal  Sutton,  the  winner  of  14  TOUR  events  anc 
the  captain  of  the  2004  United  States  Ryder  Cup  team.  He 
joins  an  impressive  list  of  recipients  that  include;  Byror 
Nelson,  Jack  Nicklaus  and  Arnold  Palmer  (2000),  Ber 
Crenshaw  (2001),  Nick  Price  (2002),  Tom  Watson  (2003),  Ja> 
Haas  (2004),  Brad  Faxon  (2005)  and  Gary  Player  (2006). 
The  people  who  benefit  from  the  PGA  TOUR's  tradition  o: 
giving  back  may  not  know  much  about  golf,  its  magnificem 
champions  or  its  rich  history.  But  in  the  grand  scheme  of  things 
none  of  that  really  matters.  What  is  important  is  the  commitmen' 
made  by  those  to  w-hom  much  has  been  given  in  life  to  those  whc 
need  a  helping  hand  along  the  way. 
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AS  THIS  YEAR'S  WINNER 
OF  THE  PAYNE  STEWART  AWARD  PROVES, 
NICE  GUYS  FINISH  FIRST 
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Gary  Player 


2007 
Hal  Sutton 


This  year  Hal  Sutton  joins  some  of  the  greatest  names  in  golf  as  the  winner 
of  the  Payne  Stewart  Award.  Established  in  2000  by  the  PGA  TOUR  and 
Southern  Company,  the  Award  is  presented  annually  to  the  PGA  TOUR 
player  who  shares  Payne's  respect  for  the  traditions  of  golf  and  the  game's 
heritage  of  charitable  support.  Please  join  Southern  Company  in  congratulating 
Hal  Sutton  for  always  giving  back  more  to  the  game  than  he's  ever  taken 
away.  To  learn  more,  visit  southerncompany.com/payne. 
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The  Preschool  Industry 


Cradle  Snatch 

A  dealmaking  owner.  Billions  of  taxpayer  dollars  up 
for  grabs.  Since  ABC  Learning  arrived,  competition  in 
child  care  has  never  been  so  lively  |  By  Emily  Lambert 


THIS  SUMMER  THE  LA  PETITE  ACADEMY  NURSERY 
school  in  Naperville,  DL  got  a  $250,000  makeover.  At  night 
and  on  weekends,  when  its  75  young  customers  weren't 
around,  the  center  installed  new  chairs,  desks,  floors,  fix- 
tures and  a  biometric  security  system  that  allows  parents 
in  the  door  only  after  they  place  a  finger  on  a  sensor.  La  Petites  new 
owner,  ABC  Learning  Centres,  may  be  the  worldwide  king  of  kiddie 
care,  but  it  knows  that  the  battle  for  the  country's  20  million  chil- 
dren under  age  5  is  just  beginning. 

In  the  $55  billion  U.S.  child  care  industry,  nap  time  is  officially 
over.  Nursery  school  chains  are  consolidating,  and  chief  among  the 
buyers  is  ABC.  Headquartered  in  Brisbane,  Australia,  ABC  jumped 
into  the  U.S.  market  early  last  year  and  has  spent  $555  million  in  deals 
for  La  Petite  and  two  other  chains. 

Already  the  worlds  biggest  babysitter,  ABC  is  now  the  number 
two  player  in  the  U.S.,  second  only  to  Knowledge  Universe  Educa- 
tion, cofounded  by  former  junk-bond  king  Michael  Milken  and  his 
brother,  Lowell.  Privately  held  Knowledge  Universe,  headquartered 
in  Santa  Monica,  Calif,  boasts  2,000  centers  in  the  U.S.  ABC,  which 
is  listed  in  Sydney,  has  1,100  centers  here  and  2,238  worldwide.  Both 
companies  see  lots  of  opportunities  for  more  dealmaking:  The  U.S. 
industry  is  so  fragmented  that  the  ten  biggest  chains  account  for  just 
5%  of  the  market. 

The  honeypot  drawing  ABC  is  a  growing  stream  of  government 
money.  The  U.S.  already  spends  $25  billion  a  year  on  babysitting  and 
preschool  for  poor  children.  Now  some  politicians  want  taxpayers 
to  fund  voluntary  "universal  preschool"  for  all  4-year  -olds  (and  some 
3-year-olds)  no  matter  what  their  parents'  income  bracket.  States  are 
spending  $4.2  billion  this  year  on  pre-K  programs,  up  45%  in  two 
years.  Hillary  Clinton  wants  the  federal  government  to  chip  in  an- 
other $10  billion  over  the  next  five  years. 

ABC  told  investors  in  May  that  25%  of  its  U.S.  revenue  comes 
from  government  contracts.  "I  think  we  have  a  really  good  oppor- 
tunity in  the  States  right  now"  says  Sara  Moleski-Rice,  vice  president 
for  grants  and  government  relations  for  Learning  Care  Group,  the 
umbrella  for  ABC's  U.S.  operations.  She  works  to  shape  programs  and 
remind  legislators  focused  on  preschool  to  think  also  about  infants 
and  toddlers,  who  represent  45%  of  ABC's  U.S.  business.  Illinois  is 
spending  $320  million  this  year  on  early  childhood  programs,  up  16% 
over  2006,  and  that  figure  is  headed  toward  $500  million  a  year,  the 
state  says.  A  share  of  the  money  is  earmarked  for  infants  and  tod- 
dlers but  most  is  aimed  at  offering  pre-K  for  all  3-  and  4-year-olds. 
So  far  ABC  has  14  centers  in  the  program. 

Indeed,  while  politicians  debate  whether  public  money  should  go 


to  privately  run  grade  schools  and  high  schools, 
they're  already  sending  cash  to  private  nursery 
schools.  Georgia,  which  launched  universal  pre- 
K  in  1995,  gives  centers  $4,000  per  pupil;  the 
centers  are  lobbying  for  a  raise.  In  Oklahoma, 
which  adopted  universal  pre-K  in  1998,  providers 
contract  with  public  school  districts;  Learning 
Care  runs  7  nursery  schools  there.  It  has  similar 
contracts  to  run  6  in  New  York  and  40  in  Texas. 

While  it  builds  its  business  in  the  U.S.,  ABC 
must  answer  to  investors.  Its  shares  have  fallen 


Kiddie  king:  Australian 
Edmund  Groves  has 
built  a  global  empire 
of  nursery  schools. 
He's  expanding  into 
the  U.S.,  buying  chains 
such  as  La  Petite. 
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%  this  year  versus  a  10%  rise  for  Australians  benchmark  index,  as 
e  market  worries  that  its  growing  too  fast,  carrying  a  lot  of  debt — 
.5  billion  at  last  count — and  issuing  too  many  shares.  But  profits 
:  healthy  ABC  earned  $122  million  for  the  year  ended  June  30,  up 
%  from  a  year  earlier,  on  $1.4  billion  in  revenue. 

Back  home  in  Australia,  where  10%  of  children  up  to  age  5 
:end  one  of  its  centers,  ABC  has  come  in  for  quite  a  bit  of  crit- 
sm.  Last  year  Labor  politician  Michael  Danby  attacked  the  com- 
ity's founder  and  chief  executive,  Edmund  Groves,  on  the  floor 
Australia's  House  of  Representatives:  "What  he  has  done  is  get 
:h  by  milking  government  subsidies."  The  Australian  press  has 
anded  Groves  Fast  Eddy,  with  the  Sydney  Morning  Herald  run- 
ng  an  article  about  him  under  the  headline  "Cradle  Snatcher." 
le  Australia  Institute,  a  think  tank,  put  out  a  38-page  report  last 
ar  that  anonymously  quoted  ABC  employees  saying  the  chain 
dht  provide  adequate  food  to  the  children  and  understaffed  its 
nters.  The  report  urged  more  government  regulation.  Groves 
lis  the  criticism  unfounded  and  adds  that  ABC's  staff  turnover 
a  low  10%  a  year.  "We  like  to  chop  down  the  tall  poppy  here," 
:  says.  "We're  not  like  the  U.S.,  where  they  embrace  people  who 
ive  been  successful." 


ABC  certainly  owes  its  success  to  government  funding — it  rep- 
resents 40%  of  its  revenue  in  Australia.  In  1988  Groves,  then  a 
22-year-old  milkman,  started  with  one  day  care  center  in  a  Bris- 
bane suburb.  ABC  grew  slowly,  until  the  Australian  government 
started  offering  generous  child  care  payments  to  parents.  For-profit 
centers  now  have  70%  of  the  market  versus  40%  in  the  U.S.  Groves, 
who  bought  the  Brisbane  Bullets  basketball  team  in  1999,  took 
ABC  public  in  2001  and  expanded  by  buying  up  competitors.  Then 
he  moved  abroad — to  New  Zealand  in  2004  and  last  December 
to  the  U.K.  He's  poised  to  become  the  biggest  child  care  company 
in  the  U.K.,  where  he  announced  in  August  that  ABC  will  buy 
Leapfrog  Nurseries  for  $63  million.  To  raise  cash,  Groves  sold  a 
12%  stake  in  May  to  Temasek,  the  Singapore  government's  in- 
vestment arm.  He  and  his  wife,  Le  Neve — who  has  a  background 
in  early  childhood  education  and  is  ABC's  chief  executive  of 
education — own  a  9%  piece  worth  $210  million. 

Rumors  swirl  that  ABC  will  buy  Milken's  Knowledge  Universe. 
Groves  dismisses  the  gossip,  saying,  "We've  got  enough  to  do  right 
now''  But  ABC  is  clearly  still  shopping.  On  its  Learning  Care  Web 
site,  ABC  invites  child  care  operators  interested  in  selling  to  give  it 
a  call.  F 
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Big-Box  Blues 


LOWE'S  COMPANIES  (30,  LOW),  ranked  number  two  in  revenue  behind  Home 
Depot,  is  in  a  far  better  position  to  spring  back  once  the  housing  market  recovers  its 
balance,  says  Stephanie  Hoff,  senior  retail  analyst  at  Edward  Jones.  Lowe's  has  simply 


done  a  better  job  with  customer  service  and  has  made  a  point  of 
going  after  women  consumers  with  its  brighdy  lit,  attractive  stores. 
Home  Depot,  meanwhile,  has  cut  back  on  its  sales  reps  and  gotten 
distracted  by  its  wholesale  building  supplies  unit.  This  operation 
was  started  to  cater  to  construction  contractors;  the  company 
unloaded  it  in  late  August. 

Second-place  Lowe's  has  a  clearer  strategy — growth  from  its 
existing  retail  business.  The  chain  is  adding  160  stores  to  its  collec- 
tion of  1,424  and  will  enter  Canada  this  fall.  Analyst  Hoff  projects  that  Lowe's  will 
have  2,000  outlets  in  five  years.  In  2006  the  retailer  had  a  13%  market  share,  com- 
pared with  21%  for  Home  Depot.  But  in  2007,  says  Hoff,  Lowe's  could  gain  as  much 
as  two  percentage  points,  while  Home  Depot's  share  stays  flat.  Home  Depot  has  been 
cutting  back  on  its  growth  rate  to  try  to  regain  traction  at  existing  stores.  For  the  sec- 
ond quarter,  ended  Aug.  3,  Lowe's  saw  same-store  sales  drop  2.6%,  but  the  falloff  at 
Home  Depot  was  sharper,  5.2%. 

Lowe's  has  reported  earnings  increases  every  year  since  fiscal  1993.  For  2007's 
first  half,  net  income  dipped  1%  to  $1.8  billion  on  a  4%  revenue  gain  to  $26.3  billion. 
Nonetheless,  Hoff  expects  a  net  income  gain  for  the  full  year.  Home  Depot  is 
predicting  that  earnings  will  be  off  15%  this  year. 

Lowe's  price  of  15  times  trailing  earnings  is  in  line  with  Home  Depot's.  In  many 
other  respects  it  is  clearly  ahead. 

—Carrie  Coolidge 


Chemical  Reaction 

The  tumbling  housing  sector  and  spiralingj 
oil  prices  have  doubly  cursed  specialty 
chemicals  firm  ROHM  & 
HAAS  (56,  ROH).  The  com- 
pany's biggest  division 
makes  additives  for  the 
paint  industry,  not  good 
when  there  are  fewer 
new  houses  to  paint.  So 
earnings  for  2007's  first 
half  slumped  by  6%  to  $352  million  on  $4.4 
billion  in  sales. 

The  company's  saving  grace  is  its 
focus  on  electronics,  now  a  fifth  ol 
revenue  and  growing,  says  Michael  J. 
Sison,  analyst  at  KeyBanc  Capital 
Markets.  A  recovering  semiconductor 
market  is  good  for  such  products  as  the 
polishing  pads  and  slurries  used  to  hone 
silicon  wafers.  Still-strong  housing 
materials  sales  to  Asia  are  helpful.  Ditto 
a  planned  $2  billion  share  buyback.  The 
company  may  sell  off  its  salt  business, 
which  makes  Morton  table  salt  and 
deicing  salt.  At  a  17  P/E  it  is  in  line  with 
the  market.  — Tatiana  Serafin 

Lump  of  Coal 

Coal,  while  a  wicked  polluter,  has  one  big 
virtue:  America  has  plenty  of  it.  Half  the 
electricity  generated  in  the  U.S.  comes 
from  coal.  Lately,  though,  an  oversuppl)i 
has  pushed  prices  lower. 
One  of  the  worst  casual- 
ties is  ARCH  COAL  (32, 
ACl),  whose  earnings 
through  June  fell  49%  to 
$66  million,  on  $1.2  bil- 
lion in  sales. 

Arch  is  slowing  pro- 
duction, waiting  for 
utilities  to  burn  through 
the  excess  supply.  The 
idea:  Coal  prices  will  then  rise.  But  Mor- 
gan Stanley  analyst  Mark  A.  Liinamaz 
doesn't  share  the  optimism.  A  price  snap- 
back  will  take  until  2009,  he  says,  too  lon£ 
to  wait.  Right  now  Arch  trades  at  23  time; 
earnings,  meaning  you're  paying  a  lot  for  i 
distant  event.  Short  it.    — Alex  Davidsor 
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MY  SOCIAL  SECURITY  #  IS 


457- 


I'm  Todd  Davis,  CEO  of  LifeLock, 

and  this  really  is  my  social  security  number.*  I  give  it  just  to  prove  how 
>afe  your  identity  can  be  with  LifeLock.  All  of  us,  no  matter  how  careful, 
:an  become  victims  of  identity  theft.  In  fact,  every  three  seconds  another 
dentity  is  stolen. 

Do  you  ever  worry  about  identity  theft?  If  so,  it's  time  you  got  to  know 
JfeLock.  We  work  to  stop  identity  theft  before  it  happens.  We're  so 
confident,  we  back  our  clients  with  a  $1  million  guarantee.  If  for  any 
eason  you  fall  victim  to  identity  theft,  we  will  spend  up  to  $1  million  to 
lire  the  finest  professionals  to  repair  the  damage  and  restore  your 
jood  name.  Period. 

Security,  peace  of  mind,  protection  -  that's  what  LifeLock 
)rovides,  along  with  the  added  bonus  of  reduced  junk  mail 
md  pre-approved  credit  card  offers.  Normally  it's  just 
510  a  month,  but  now  you  can  try  us  free  for  30  days. 
3rotect  yourself,  your  family  and  all  you've  worked  for. 
guarantee  your  good  name  today. 

Here's  what  LifeLock  offers  you: 

»  Proactive  Identity  Theft  Protection 

»  Reduced  Junk  Mail 

»  Reduced  Credit  Card  Offers 

»  Free  Annual  Credit  Reports 

From  the  three  major  credit  bureaus 

»  $1  Million  Guarantee 

Full  details  available  on  our  website 

»  Comprehensive  Programs  to 
Protect  Your  Employees  Call  for  details 


FR 

E 

E  TRIAL 

Use  promo  code  FORBES  1  to  take  advantage  of  this  offer. 

LIFELOCK.COM 

•  877  LIFELOCK  (543-3562) 

•  No  payment,  no  obligation  for  30  days. 

•  After  30  days  your  credit  card  will  automatically  be  billed  $10  per  month. 

•  You  can  cancel  at  any  time  without  penalty. 

I— I  IC IhUwIV      877  LIFELOCK 

Guarantee  Your  Good  Name  (543-3562) 


'Do  not  share  your 
Social  Security 
Number  or 
personal  information 
unnecessarily 


Stock  Trends  Laszlo  Birinyi  Jr. 


BUFFETT'S 
SECRET 


doubt  he  would  be  exalted.  It  is  much  harder  to  beat  the  market 
with  S74  billion  than  with  S 1  billion.  Over  its  first  37  years  under 
Buffett,  Berkshire  shares  climbed  238,000%,  a  compound  annual 
return  of  23%.  Ch  er  the  past  five  years  the  shares  have  been  inch- 
ing ahead  at  a  10%  rate,  trailing  the  S&P  500's  1 1.8%.  My  firm 
holds  a  few  Berkshire  shares  in  managed  accounts,  not  a  lot 

Nevertheless,  his  godlike  status,  earned  years  ago,  allows  him 
the  luxury  of  time.  He  has  famously  been  quoted  as  saying  that 
his  suggested  holding  period  for  an  investment  is  "forever."  A  bit 
of  an  exaggeration  on  his  part  but  indicative  of  the  relaxed 
approach  that  he  can  enjoy. 

Berkshire  reported  buying  130  million  ounces  of  silver  in 
January  1998  at  an  average  cost  of  S5.88.  He  apparendy  sold  his 
holding  at  $12.50  in  April  2006  when  an  exchange-traded  fund 
was  introduced  for  the  metal  and  needed  to  buy.  His  total  return 
was  1 13%,  with  an  annualized  gain  of  13.6%.  Pretty  decent. 

It  was  not,  however,  an  investment  that  I  or  most  managers 
could  have  duplicated.  Not  until  2003  did  his  investment  become 
profitable.  Before  silver  turned  around,  his  holding  was  down 

18%,  and  that  was  before  stor- 
age and  other  charges.  If  I,  and 
most  managers,  held  a  position 
for  five  years  and  the  position 
was  down  that  much,  clients 
wouldn't  have  been  very  toler- 
ant. In  the  current  climate  I 
often  get  calls  around  noon  ask- 
ing how  we  are  doing  today. 

The  Sage  of  Omaha  created 
a  stir  not  long  ago  when  he 
bought  into  Burlington  North- 
ern and  several  other  railroads. 
Since  then  Burlington  has  been 


WARREN  BUFFETT  HAS  BEEN  IN  THE  NEWS 
lately.  But  then,  he  usually  is.  Speculation 
abounds  that  he  might  take  a  position  in 
Countrywide  Financial,  the  hobbled  mortgage 
lender.  On  the  surface  this  would  seem  to  be  a 
perfect  value  play:  buy  a  solid  asset  while  it  is  down.  After  all,  the 
argument  can  be  made  that  Countrywide,  the  nation's  largest 
mortgage  company,  is  a  strong  franchise  that  will  recover  once 
the  subprime  paranoia  abates.  Still,  it's  damn  risky. 

Buffett  has  a  history  of  such  derring-do.  He  was  the  guy  who 
bailed  out  Salomon  Brothers  in  1 99 1  after  it  got  enmeshed  in  a 
Treasury  trading  scandaL  Well,  as  far  as  we  know,  Buffett  hasn't 
yet  taken  the  Countrywide  plunge.  Bank  of  America  has.  The 
giant  bank  made  such  a  bold  maneuver  in  late  August,  buying 
preferred  convertible  shares  from  Countrywide,  equal  to  16%  of 
the  common,  if  exercised  (see  story,  p.  76). 

And  what  do  you  know  but  Buffett  this  summer  bought  a 
small  stake  of  the  rescuer:  8.7  million  shares,  or  0.2%,  of  BofA. 
This  is  a  safer  value  investment,  since  Bank  of  America  is  hardly 
in  trouble.  Indeed,  its  balance  sheet  is  awesome.  At  ten  times 
trailing  earnings,  this  stock,  like  other  financials,  has  been  beaten 
down  lately,  off  S3  from  its  52-week  high.  Plus,  value  types  will 
love  its  nice  dividend  yield,  5%.  Here's  one  case  where  I  am  happy 
to  follow  Buffett  into  a  stock.  Buv  Bank  of  America  (50,  BAC). 

I  submit  that  Buffett  is  not  that  much  smarter  or  more 
capable  than  many  people  in  the  investment  business.  True,  his 
discipline  and  insight  are  exceptional  He  also  has  the  integrity  to 
admit  mistakes,  which  is  not  the  case  for  a  lot  of  money 
managers.  One  notable  Berkshire  Hathaway  misstep:  He  bought 
S358  million  in  US  Air  preferred  stock  in  August  1989  and 
watched  the  value  go  to  zero.  He  finally  sold  it  back  to  the 
company  in  1998  at  break-even. 

Yes,  Buffett  has  had  a  great  run.   ■■■■■^■^^H  ~  

But  if  he  started  out  todav,  with  his   ^^^^^^5H  Lasio  Birinyi  *  &  P*5*^  of  BirinVi  Associates,  a  Westport,  Conn.-oased  financial  consulting 

_,.„..  im^TH  firm.  Web  site:  www.birinyi.com.  Visit  his  homepage  at  www.forbes-convtirinyi 

S,  4  billion  in  equity  investments,  I  Ml^^^^^mmm 


The  Sage  can 
getaway  with 
holding  a  bum 
stock  for  years. 
Most  money 
managers  can't 
But  he  has  the 
luxury  of  time. 


basically  flat.  I  have  a  smatter- 
ing of  Burlington  Northern  Santa  Fe  (83,  BNl)  shares,  only  5,000. 
It's  a  good  long-term  investment,  but  nothing  to  bet  the  house 
on.  Berkshire's  stake  is  a  lordly  5.9%  of  the  Berkshire  stock  port- 
folio. Had  I  made  a  comparable  percentage  bet  in  my  institu- 
tional accounts,  the  clients  would  be  out  for  my  blood. 

How  fortunate  Buffett  is.  His  retirement  is  secure,  his  kids  are 
through  college  and  his  tastes  are  not  extravagant  Look,  I  highly 
recommend  his  annual  report,  required  reading  at  my  firm  (and 
readily  accessible  on  the  Web).  Just  don't  take  it  as  the  tablets  from 
Mount  Sinai  Get  into  things  Buffett  doesn't  have  on  his  sainted 
list.  Apple  (1 36,  AAPL)  is  a  tech  stock,  a  species  he  pointedly  avoids. 
(He  says  he  doesn't  buy  companies  he  doesn't  understand;  I  think 
he's  being  shortsighted  to  shun  the  entire  tech  sector.)  I  also  like 
Vornado  (105,  VNO).  the  ace  office-building  owner. 

On  Countrywide,  Id  be  cautious.  The  mortgage  mess  may  be 
just  getting  under  way.  I  would  rather  be  a  few  days  late  to  the 
next  rally  than  a  few  days  early.  F 
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Small  Stocks 


Jim  Oberweis 


GROWTH 
STRATEGY 


■  N  A  SHARP  MARKET  DECLINE  HIGH-GROWTH,  SMALL- 
I  company  stocks  normally  drop  even  more  than  the  broader 
I  market  does.  And  in  a  market  rally  they  shoot  higher  than 
I  the  rest.  Small-value  stocks,  typically  bolstered  by  asset-rich 
I  balance  sheets,  usually  don't  fluctuate  so  radically.  But  this 
lowndraft  is  different. 

Small  value  has  been  hit  the  hardest.  Since  the  market  peak  in 
nid-July  the  Russell  2000  Value  Index  has  fallen  8%,  versus  6% 
or  the  Russell  2000  Growth  Index.  Sure,  a  shift  toward  growth 
vas  long  overdue.  From  when  technology  stocks  went  bust  in 
:000  until  the  end  of  2006,  value  performed  very  well.  That's  a 
[>ng  and  unsustainable  cycle. 

The  best  strategy,  then,  is  to  find  small-growth  names  that 
lave  held  up  well  in  this  tough  market.  They  likely  will  perform 
ven  better  once  the  market  recovers.  My  firm  looks  for  prof- 
table  small  companies  with  high  revenue  and  earnings  growth, 
•articularly  those  that  Wall  Street  analysts  ignore. 

Here  are  four  of  my  favorites.  Their  trailing  price/earnings 
nultiples  are  on  the  high  end,  but  so  are  our  expected  rates  of 
arnings  growth.Their  businesses  are  doing  very  well. 

Illumina  (47,  ILMN),  up  15%  since  the  S&P  500  peaked  in  July, 
nakes  gene  sequencers,  along  with  the  reagents  to  run  them. 
Research  labs  use  these  tools  to  test  how  effective  different  drugs 
re  on  people  with  slight  genetic  differences.  A  particular  cancer 
Irug  may  work  much  better  for  people  with  certain  DNA  than  for 
•thers.  Someday  doctors  will  use  such  discoveries  alongside 
nalysis  of  their  patients'  DNA  to  make  better  therapy  choices, 
iven  now,  with  sequencing  confined  largely  to  research  work, 
lemand  is  strong:  Illumina's  revenue  was  up  136%  over  the  last 
2  months.  While  it  was  profitable  last  year,  Illumina  temporar- 
ly  slipped  into  the  red  on  a  charge  related  to  an  acquisition,  but 
las  bounced  back.  Don't  worry:  More  profitability  lies  ahead. 

With  its  broad  array  of  analysis  technologies,  | 
llumina  outclasses  competitors  Affymetrix  and 
Applied  Biosystems.  Note  that  Affymetrix  is  suing  I 


Illumina  for  patent  infringement.  The  likely  result  is  a  royalty 
payment  to  Affymetrix,  something  that  has  already  been  factored 
into  Illumina's  stock  price. 

Synaptics  (42,  SYNA)  develops  user  interfaces  for  mobile 
devices  like  notebook  computers  and  cell  phones.  Since  the  mar- 
ket peak,  Synaptics  shares  are  up  10%.  Synaptics  makes  60%  of  all 
touch  pads  for  portable  computers.  Industry  think  tank  IDC  fore- 
casts annualized  growth  of  16.1%  for  notebook  PCs  from  now 
until  2010.  Synaptics  trades  at  26  times  my  forecast  for  the  next 
year's  earnings. 

Given  the  complexity  and  smaller  size  of  mobile  devices, 
which  nowadays  incorporate  music  players,  there  is  a  substantial 
growth  opportunity  for  Synaptics  outside  of  computers.  Apple's 
iPhone  has  fueled  the  demand  for  touch  interfaces,  and  other 
devices  will  likely  use  more  of  this  kind  of  technology.  Synaptics' 
applications  are  used  in  LGs  Prada  phone  and  will  be  employed 
in  upcoming  phones  from  LG,  Motorola  and  Samsung.  Revenues 
in  the  latest  12  months  increased  45%. 

Flotek  Industries  (37,  FTK)  is  up  24%  since  the  market 

peak,  and  trades  at  21  times 
next  year's  earnings.  The 
company  makes  chemicals  and 
drilling  equipment  to  increase 
production  and  lower  operating 
costs  for  energy  exploration.  Oil 
service  companies  like  Hal- 
liburton, Schlumberger  and  BJ 
Services  recently  began 
distributing  Flotek's  patented 
microemulsion  drilling  chemi- 
cals worldwide  to  their  clients, 
resulting  in  rapid  revenue 
growth  in  the  company's  chem- 
ical segment.  The  gross  margin 
in  that  unit  is  approaching  50%. 

While  a  further  fall  in  U.S.  natural  gas  prices  could  hurt  the 
company  in  the  near  term,  the  chemical  division's  growth  is 
expected  to  remain  robust  into  2008.  Overall  revenue  in  the  lat- 
est 12  months  increased  99%. 

Chipotie  Mexican  Grill's  shares  are  up  13%  since  the  correc- 
tion began.  And  it  has  the  highest  P/E  of  my  picks,  62.  The  stock 
(100,  CMG)  is  well  worth  the  money. 

Chipode  operates  640  fast-casual  restaurants  with  a  menu 
serving  high-quality  Mexican  fare  made  from  naturally  raised 
meats  and  organic  produce.  Formerly  owned  by  McDonald's, 
Chipotie  went  public  in  2006  and  has  produced  stellar  results. 
Analysts  and  short-sellers  have  chronically  underestimated 
Chipode's  ability  to  execute.  The  second  quarter's  earnings  beat 
Wall  Street  estimates  by  30%.  Though  the  valuation  may  seem 
lofty,  it  is  quite  reasonable  relative  to  the  $2.40-a-share  earnings 
we  estimate  for  the  next  four  quarters.  F 


Small  growth, 
has  suffered 
less  in  this 
downturn.  Find 
such  stocks 
that  have  risen 
since  July.  They 
are  the  comers. 


Forbes 


Jim  Oberweis  is  president  of  Oberweis  Asset  Management  and  editor  of  the 
Oberweis  Report.  For  more  information  visit  www.forbes.com/oberweis. 
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Financial  Strategy 


A.  Gary  Shilling 


OPPORTUNITY 


Y  AUG.  13  "BEAR  BUST"  COLUMN  SAID  THE 
subprime  slime  would  spread  to  other  specula- 
tive areas  that  are  overrun  with  highly  lever- 
aged hot  money.  That  is  precisely  what  is 
happening. 

Crude  oil,  copper  and  other  commodities  are  slumping.  Even 
gold,  which  is  supposed  to  be  the  refuge  in  troubled  times,  is  flat. 
Yields  on  junk  debt,  of  established  corporations,  emerging  mar- 
ket borrowers  and  leveraged  buyout  deals,  show  wider  gaps  over 
yields  on  Treasurys.  The  U.S.  stock  market  is  weak  in  large  part 
because  the  buyout  deals  that  were  propping  it  up  are  on  shakier 
ground.  The  asset-backed  commercial  paper  market  froze  up. 
The  only  safe  haven  is  Treasury  paper. 

Conditions  got  so  bad  in  August  that  central  banks  flooded 
the  markets  with  liquidity.  Then  the  Federal  Reserve  cut  the  dis- 
count rate  and  urged  banks  to  borrow.  The  only  borrowers  were 
four  big  banks  that  "volunteered"  to  take  $500  million  each.  Fed- 
eral funds  rate  cuts  are  coming  but  won't  offset  the  fear  and 
repricing  of  risk  that  is  deleveraging  financial  markets. 

This  all  comes  as  a  huge  shock  to  many  investors  who  in 
recent  years  diversified  into  foreign  markets,  commodities,  hedge 
funds  and  junk  securities,  expecting  low  or  negative  correlations. 
Meaning:  It  was  thought  that  these  exotic  investments  lowered 
portfolio  risk  since  they  did  not  march  in  lockstep  with  U.S. 
stocks.  The  theory  made  perfect  sense.  After  all,  commodities 
leaped  in  the  1970s  when  inflation  killed  stocks  and  bonds. 

Those  supposedly  well-diversified  investors  didn't  realize, 
however,  that  diversification  works  only  if  everyone  isn't  doing 
the  same  thing  with  immense  leverage.  Because  then,  when  one 
market  reverses,  the  hot  money,  chased  by  margin  calls  and  cries 
for  capital  preservation,  bails  out  of  the  others. 

Furthermore,  diversification  promoted  complacency,  result- 
ing in  more  risk  and  leverage.  This  added  to  the  powerful  specu- 
lation-spawning forces  that  were  already  in  place:  oceans  of  liq- 
uidity, zeal  for  yield  and  deceivingly  low  volatility  in  many 
markets.  So,  too,  did  securitization.  Subprime 
mortgage  lenders  made  loans  with  gay  aban- 
don because  they  promptly  packaged  them 
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into  securities  and  sold  them,  moving  the  risk  to  others.  You  can 
spread  risk  but  you  can't  eliminate  it. 

Hedge  funds  live  on  leverage,  often  borrowing  10  times  their 
equity,  20  times  when  they  issue  asset-backed  commercial  paper 
to  finance  subprime- related  securities.  How  else  can  they  justify 
20%  performance  fees  for  what's  basically  spread  lending? 

Despite  claims  of  unique  strategies,  many  hedge  funds 
converge  on  the  same  side  of  the  same  trades  at  the  same  time. 
This  is  especially  true  of  the  quant  funds,  whose  recent  failings 
are  reminiscent  of  portfolio  insurance  schemes  leading  to  the 
1987  crash  and  of  the  Long-Term  Capital  Management  disas- 
ter in  1998. 

We're  at  the  beginning  of  deleveraging,  and  there's 
money  to  be  made  from  it  and  losses  to  be  avoided.  Start 
by  dumping  emerging-market  stocks  and  bonds.  U.S. 
consumers  are  headed  for  the  storm  cellars  as  the  hous- 
ing tornado  gathers  strength. 
The  resulting  recession,  starting 
about  year's  end,  will  spread 
globally  as  consumers  slash  the 
imports  that  underlie  foreign 
economic  growth.  Despite  the 
insulation  of  her  financial  mar- 
kets, China's  economy  is  still 
driven  by  direct  and  indirect 
exports  to  the  U.S.  Chinese 
stocks  traded  in  Hong  Kong  are 
excellent  shorts. 

Sell  commodities  in  antici- 
pation of  further  deleveraging 
and  shrinking  global  demand, 
or  short  them  using  exchange-traded  funds.  I  love  copper  as  a 
short  since  it's  predominandy  produced  in  developing  lands  that 
need  the  export  revenues  to  service  their  foreign  debts.  The  sup- 
ply curve  is  perversely  inverted  for  suppliers  like  these:  The  lower 
copper  prices  go,  the  more  copper  they  sell. 

U.S.  investment  banks  are  vulnerable  since  they'll  probably 
take  big  writedowns  on  junk  securities.  The  rating  agencies  will 
suffer  from  the  lack  of  lucrative  fees  for  rating  subprime  securi- 
ties, loss  of  reputation  for  being  oblivious  to  the  gathering  prob- 
lems and  more  regulatory  oversight.  Home  builders,  now  selling 
at  book,  may  drop  to  less  than  50%  of  book,  where  they  were  in 
the  early  1990s.  And  their  book  values  will  fall  as  they  write  off 
land  options  and  suffer  operating  losses. 

Exit  all  junk-related  vehicles  and  even  investment-grade 
bonds  where  the  issuers  are  debt-ladened.  Consider  joining  me 
in  my  best  investment  in  decades:  shorting  junk  by  buying  credit- 
default  swaps.  Swaps  are  insurance  polices  that  pay  off  when  junk 
goes  south.  Alas,  this  is  an  institutional  game,  so  look  for  the  rare 
retail  funds  that  buy  default  swaps.  For  the  less  adventuresome, 
there's  my  longtime  favorite,  30-year  Treasury  bonds.  F 

A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants  and 
investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling. 


As  high-debt 
speculators 
tank,  clean  up 
by  shorting 
investment 
banks,  Chinese 
stocks,  copper, 
home  builders. 
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Join  me  and  a  world-class  team  of 
financial  experts  for  in-depth 
presentations  and  hard-hitting  panels 
while  cruising  exotic  Asia. 


Crystal  Serenity  •  March  27- April  10,  2008 


Shwedagon  Pagoda, 
Myanmar 


Phuket, 
Thailand 


Crystal  starting  at  just 
per  couple.  Cabins  sell  out 
quickly  so  call  now' 


o  receive  a  full-color  conference  brochure  and  to  reserve 

OUr  Cabin  Call  800/530-0770  Please  mention  priority  code  008756 


They  invented  "SUV" 

because  they 
can't  call  them  Jeep. 

Jeep  is  a  registered  trademark.  Good  thing.  No  telling  what  kind  of  jacked-up  station  wagons  they'd  be  trying  to 
pass  off  as  Jeep  vehicles  otherwise.  Because  sometime  around  the  mid-80s,  a  craze  took  off.  The  era  of  the  SUV 
was  born.  Fact  is,  we  had  them  beat  by  a  few  decades.  As  soon  as  the  mighty 
little  Jeep  vehicle  came  back  from  World  War  II,  people  discovered  how  much  fun 
a  utility  vehicle  could  be.  What  made  it  perfect  for  the  army  made  it  perfect  for 
It  having  a  picnic  in  the  hills.  Or  a  hunting  trip.  Or  a  snowy 
drive  up  to  the  cabin.  And  ever  since,  our  vehicles  have  had 


a  heritage  of  earning  their  name  by  getting  the  tires  dirty  and  doing  what  comes 
naturally.  Each  is  rugged  enough,  dependable  enough,  unstoppable  enough,  and  agile  enough  to  be  one  of  ours, 
which  we  stand  behind  with  a  Lifetime  Powertrain  Warranty.  When  heading  straight  out  into  the  unknown,  it's  good 
to  know  you're  going  there  in  a  vehicle  that's  been  heading  down  that  muddy  road  from  the  beginning.  That's  Jeep 
4x4.  And  that's  a  heritage  no  "SUV" 
can  ever  stake  claim  to.  Jeep.com 


Have  fun  out  there.  Jeep 


tNo  deductible.  See  dealer  for  a  copy  of  limited  warranty  and  details.  Non-Transferable.  Not  available  on  SRT,  diesel  and  certain  fleet  vehicles. 
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THE  ADVENTURER 


Man  on  Mars 


Konrad  Dannenberg, 
onetime  colleague  of 
Wernher  von  Braun, 
offers  thoughts  on  a 
manned  flight  to  Mars, 
space  tourism's  future 
and  his  escape  from 
Nazi  Germany. 
By  James  M.  Clash 
and  Alan  Farnham 


WHEN  NASA'S  NEXT- 
generation  rocket,  the 
Ares,  takes  flight  in 
2009,  its  J-2X  engine 
will  be  a  descendant  of 
the  engine  Konrad  Dannenberg  designed 
for  the  Saturn  V,  the  rocket  that  took  man 
to  the  moon  in  the  1960s  and  the  1970s. 
In  fact  it  will  be  virtually  the  same.  "His 
fingerprints  are  all  over  it,"  says  Stephen 
A.  Cook,  NASA's  director  of  the  Explo- 
ration Launch  Projects  Office. 

Dannenberg's  career  as  a  propulsion 
expert  started  with  his  work  on  Nazi 
Germany's  V-2  rocket,  which  killed  some 
2,700  English  civilians.  In  the  waning  days 
of  WWII  Dannenberg,  Wernher  von  Braun 
and  116  other  German  V-2  scientists  surren- 
dered to  U.S.  Special  Forces  and  were  sent 
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to  the  U.S.,  first  to  build  ballistic  missiles  for 
the  Army,  later  to  help  devise  the  American 
space  program.  At  95  Dannenberg  serves  as 
a  consultant  to  the  U.S.  Space  &  Rocket 
Center  in  Huntsville,  Ala. 

You  must  have  been  lucky  or  smart  to 
get  out  of  Germany  without  being 
captured  by  the  Russians  or  executed  by 
fellow  Germans  not  wanting  your 
secrets  to  fall  into  enemy  hands. 
We  did  not  know  what  was  ahead  of  us. 
In  Germany  practically  everything  was 
kaput.  For  me  there  was  no  question  that 
I  would  join  Von  Braun,  leave  that 
damaged  country  and  come  to  the  States. 
By  the  time  the  war  ended  we  were  in 
southern  Germany,  not  Peenemiinde 
[Germany's  rocket  complex  on  the 
Baltic].  The  Russians  were  greatly  disap- 
pointed not  to  find  us  there. 

What  was  your  biggest  challenge 
building  the  Saturn  V  rocket? 

I  was  deputy  manager  of  that  program.  It 
was  a  massive  undertaking.  We  could  only 
do  a  small  amount  of  the  work  ourselves. 
Our  real  job  was  to  tell  contractors  what  we 
needed,  open  it  up  for  bids  and  evaluate  who 
we  thought  would  be  best  Headquarters  did 
not  always  agree  with  our  conclusions.  Some 
decisions  were  politically  oriented 

When  did  your  interest  in  a  manned 
mission  to  Mars  begin? 

In  Germany  I  was  part  of  a  group  of 
amateur  rocket  experimenters  in  Hanover. 
Max  Valier  [a  German  rocket  pioneer] 
came  and  gave  our  group  a  talk  He  said 
our  goal  was  to  go  to  Mars.  After  all,  the 
moon  is  only  part  of  the  Earth's  system, 
not  another  planet.  We  wanted  to  go  to 
the  next  planet. 

How  do  you  feel  about  President 
George  W.  Bush's  renewed  interest  in  a 
manned  flight  to  Mars? 
I  wonder  if  the  interest  is  big  enough.  I'm 
afraid  if  the  Democrats  take  over  they 
might  not  want  to  continue  Bush's  initia- 
tive. Personally  I  think  it's  worthwhile.  We 
spend  only  about  1%  of  our  national 
budget  on  space.  We  should  continue,  but 
it  should  be  an  international  program.  I 
am  in  favor  of  inviting  the  Chinese  [to 


join  us],  and  I  think  NASA  Administrator 
Michael  Griffin  has  made  contacts  there. 

Are  the  biggest  hurdles  to  a  Mars, 
mission  technical  or  political? 
I  think  the  political  hurdles  can  be  solved. 
The  main  challenge  is  the  human  element. 
An  area  where  we  still  have  a  lot  to  learn  is 
bone  decalcification:  when  [Mars]  astro- 
nauts get  out  of  their  craft  after  18  months 
[of  space  flight]  they  will  be  incapacitated 


Hurdles  to  Mars  include,  says  Dannenberg, 
such  human  frailties  as  bone  decalcification. 

[by  calcium  loss].  Another  problem  is 
accumulated  space  radiation  on  long 
flights.  But  we  definitely  could  go  to  Mars 
with  what  we  know  today  in  the  rocket 
area.  Yon  Braun  even  wrote  a  1953  book 
about  it  with  the  technology  we  had  then. 

Would  a  Mars  flight  need  nuclear 
propulsion? 

It  may  be  helpful  [to  power]  the  second 
stage  of  the  rocket.  But  we  have  no  plans  to 
use  it  for  the  first.  You'd  generate  a  lot  of 
radiation  that  you  would  not  want  spread 
over  Florida.  For  a  second  stage  I  think  ion 
propulsion  has  advantages.  It  produces  low 
thrust,  but  that's  fine  in  a  second  stage.  Ion 
[propulsion]  could  operate  all  the  way 
between  here  and  Mars.  Small  systems 
[already]  have  flown  with  it  on  some  of  our 
deep  space  missions.  Problem  is,  you  need 
a  lot  of  electricity.  You  might  generate  that 
with  a  nuclear  plant  on  board.  Otherwise, 
you  need  huge  solar  panels. 


What  do  you  think  of  space  tourism? 

I  think  it's  a  good  step.  It  might  encourage 
additional  people  to  come  up  with  new 
ideas,  ones  that  the  government  might  not 
find.  Mike  Griffin  also  supports  it.  I 
understand  there  are  contracts  out  to 
encourage  innovative  propulsion,  like 
Burt  Rutan's. 

What  about  Rutan's  accident  earlier  this 
summer,  where  three  of  his  people  were 
killed  testing  a  novel  motor  burning 
rubber  and  nitrous  oxide? 
I  fully  support  Burt.  But  rocketry  is  a  very 
dangerous  business.  They  do  not  yet  know 
the  exact  reason  for  the  explosion.  If 
something  like  that  had  happened  at 
NASA,  you  really  would  have  heard  about 
it.  But  Burt  doesn't  advertise  that  kind  of 
thing.  Fatalities,  of  course,  will  be  a  prob- 
lem for  private  space  companies.  What 
will  they  do?  Safety  features  make  projects 
very  expensive. 

Would  you  yourself  go  up  into  space? 

I'm  95  now  and  have  arthritis.  It  would  be 
tough  for  me  even  to  get  into  the  Space 
Shuttle.  I  did  see  Rutan's  first  launch  [of 
SpaceShipOne  in  2004].  At  the  time  he 
invited  me  to  go  along  on  a  future  flight 
Id  have  accepted,  but  it  will  probably  take 
quite  a  bit  more  time  now,  with  the  recent 
explosion. 

Does  the  U.S.  space  program  need 
another  Wernher  von  Braun? 

It  certainly  would  help.  He  always  had 
good  rapport  with  military  superiors 
and,  later,  with  NASA.  He  was  an 
outstanding  leader.  Everyone  liked  to 
work  for  him,  even  scientists.  He  saw 
that  a  team  approach  was  needed.  You 
don't  find  that  [combination  of  attrib- 
utes] often. 

What  do  you  do  for  the  U.S.  Space  & 
Rocket  Center? 

Until  I  got  so  old,  I  gave  lectures  to  teach- 
ers' groups.  Now  I  speak  at  space  camps. 
Recently  we  hosted  an  international  one, 
and  I  gave  a  talk  on  rocket  history:  what 
we  did  in  Germany,  how  we  came  over  to 
the  U.S.  and  the  lunar  program.  Such 
great  adventures — I  love  talking  about 
them.  F 
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LLECTING 


Body  Art 


Why 


the  time  is  ripe  for  an  auction  of  anatomical 
drawings  and  wax  models  |  By  Susan  Adams 


ON  THE  MORNING  OF  OCT.  5 
the  public  will  get  a  chance 
to  bid  on  229  lots  of  fine  art 
that   showcase  human 
intestines,  genitalia  and 
muscles,  not  to  mention  some  gorgeous 
1838  hand-colored  lithographs  of  dis- 
eased organs.  Christies  in  New  York  will 
be  selling  the  collection  of  Dean  Edell, 
surgeon  turned  radio-and-TV 
doc,  who  has  spent  the  last  20 
years  cultivating  a  passion  for 
such  materials.  A  while  ago  this 
stuff  might  have  been  consid- 
ered too  vile  to  qualify  as 
artwork,  but  nowadays,  along- 
side traveling  cadaver  exhibits 
and  various  Damien  Hirst 
atrocities,   the  genre  looks 
almost  legitimate.  Christie's 
estimates  the  Edell  collection 
will  yield  S1.5  million. 

Example:  the  1607  Italian 
anatomy    book  _ 
that  includes  an 
engraving   of  a   IE  / 
man  whose  skin 
has    been    flayed  | 
from  his  body  A    '  \ 
dagger  in  one  hand,  m 
he  holds  his  ghostly  M 
epidermis  aloft  in  the 
other.  Or  the  1829  British  monograph  on 
diseases  of  the  breast.  In  one  plate  a  sliced- 
open  bosom  reveals  a  pile  of  slimy,  green, 
egg-shaped  cysts  surrounded  by  blood 
and  tissue.  Get  past  your  squeamishness, 
though,  and  you  begin  to  see  the  beauty  in 
the  images.  The  flayed  man  is  meticu- 
lously rendered,  the  breast  likewise 
compelling  in  its  realism. 

Edell,  66,  is  convinced  the  time  is  ripe 
for  this  auction,  which  Christies  is  mar- 
keting as  "Anatomy  as  Art."  That's  to  be 


distinguished  from  anatomy  as  a  piece  of 
scientific  history,  which  is  how  most 
collectors  have  in  the  past  viewed  such 
materials,  says  Thomas  Lecky,  head  of 
Christie's  books  department.  For  Edell  the 
value  of  these  books,  drawings  and  wax 
models  lies  in  their  artistry.  The  public's 
prudishness  about  the  body  has  finally 
been  worn  down,  he  asserts,  by  Holly- 
wood gore,  television  shows  like  CSI  and 
museum  displays  presenting  polymer- 
preserved  dissected  corpses. 

A  frustrated  artist  who  draws  and 
paints  in  his  spare  time  (he  gave  his  sister 
an  ink  drawing  of  a  neck  dissection  for 
her  wedding;  she  returned  it),  Edell  says 
he  was  inspired  to  collect  anatomical  art 
after  a  listener  to  his  radio  program  sent 
him  a  set  of  1856  hand-colored  surgical 
lithographs.  Edell  wound  up 
constructing  a  600-square-foot 
library  in  his  Mendocino 
County,  Calif,  home  to  house 
his  collection. 

Along  with  the  diseased- 
organ  lithographs  and  anat- 
omy texts,  there  are  several 
lots  of  what  few  would  dispute 
is  fine  art.  Though  scholars 
agree  that  Leonardo  da  Vinci 
never  intended  to  publish  his 
anatomical  drawings,  they 
wound  up  being  released  in 
the  early  1900s  in  a  six- 
volume   set  published  in 
Denmark.  Edell  is  selling  a  first  edition 
(presale  estimate:  $7,000  to  $10,000).  He's 
also  selling  two  books  containing 
anatomical  drawings  by  the  great  16th- 
century  German  artist  Albrecht  Diirer. 

Why  auction  his  collection,  instead  of 
donating  it  to  a  museum?  "In  a  museum 
it  would  sit  in  a  basement,  hidden  for- 
ever," says  Edell.  At  auction  it  will  get  the 
attention  he  feels  it  deserves.  "I  believe  in 
the  love  and  the  passion  of  the  private 
marketplace."  F 

The  beauty  that  lies  within: 
diseased  breast  and  organs  from 
19th-century  texts  (top); 
an  illustration  from  the  first 
Japanese  comprehensive  anatomy 
book  (middle);  illustrations  by 
Diirer  and  Da  Vinci. 
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"LOOK"  This  is  Different 


If  you  can  comfortably  afford 
a  "one  time"  investment  of 
$12,900  you  could  earn 
$15,000  plus  every  month  and 
it's  easy  and  fun!  We 
guarantee  to  show  you  how  - 
in  your  area  -  where  it  counts. 
"A  Corporate  First".  Includes 
a  one-on-one  training 
program. 

CALL:  1-877-808-0800 
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Easy  application  process. 
Start-ups  welcome. 
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1  -800-458-7695 
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Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 
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Life  insurance  prices 
drop  to  all-time  lows 

Call  or  visit  lnsure.com  today.  Compare  prices  in  seconds. 
Freedom  to  buy  from  the  company  of  your  choice. 
Also  quoting  auto,  health,  home  and  more! 


Monthly  Rates  for  Females 

Age 

$5  Million 

$10  Million 

$25  Million 

35 

$84 

$162 

$440 

40 

$116 

$240 

$617 

45 

$201 

$423 

$1,076 

50 

$328 

$652 

$1,623 

55 

$498 

$1,019 

$2,542 

60 

$755 

$1,536 

$3,833 

65 

$1,269 

$2,533 

$6,326 

70 

$2,069 

$4,134 

$10,329 

Monthly  Rates  for  Males 

Age 

$5  Million 

$10  Million 

$25  Million 

35 

$84 

$162 

$486 

40 

$123 

$240 

$661 

45 

$214 

$423 

$1,186 

50 

$353 

$701 

$1,973 

55 

$597 

$1,188 

$3,417 

60 

$967 

$1,928 

$5,909 

65 

$2,028 

$4,051 

$10,153 

70 

$3,233 

$6,461 

$16,214 

Also  available:  15,  20,  25  and  30  year  level  plans 
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On  the  Business  of  Life 


elix  Rohatyn  was  the  brilliant,  driving  force  most  responsible  for  bringing  New  York  City  back 
a  bit  from  the  brink  of  bankruptcy.  While  assorted  politicos  and  committees  of  various 
Prominences  took  bows  or— more  often— powders,  fearless  Felix  grabbed  the  proper  lapels  and 
banged  together  enough  big  Heads  to  achieve  the  unachievable.  For  the  nonce,  that  is.  Now  the  dynamo  is 
back  to  earning  a  personal  living  leaving  a  once  near-dead  New  York  alive  again.  He's  gone — and  with 
blamed  few  kudos  or  miracles  wrought.  But  anybody  who  thinks  New  York's  solvency  problems  are  all 
behind  it  is  as  blind  as  those  who  didn't  foresee  'em  in  the  first  instance.       — MALCOLM  S.  FORBES  (1978) 


Twelve  experts  gathered  in  one  room 
equal  one  big  idiot. 

—CARL  JUNG 

Committees  are  to  get  everybody  together 
and  homogenize  their  thinking. 

—ART  LINKLETTER 


A  committee  is  a  group  that  keeps  the 
minutes  and  loses  hours. 

—MILTON  BERLE 

No  grand  idea  was  ever  born  in  a 
conference,  but  a  lot  of  foolish  ideas 
have  died  there. 

— F.  SCOTT  FITZGERALD 

The  length  of  a  meeting  rises  with  the 
square  of  the  number  of  people  present. 

—EILEEN  SHANAHAN 


J  don't  believe  a  committee  can  write 
a  book.  It  can,  oh,  govern  a  country, 
perhaps,  but  I  don't  believe  it  can  write 
a  book. 

—ARNOLD  TOYNBEE 


It  is  characteristic  of  committee  discussions 
and  decisions  that  every  member  has  a 
vivid  recollection  of  them  and  that  every 
members  recollection  differs  violently  from 
every  other  member's  recollection. 

—JONATHAN  LYNN  &  ANTHONY  JAY 


Never  arrive  on  time;  this  stamps  you  as 
a  beginner.  Don't  say  anything  until  the 
meeting  is  half  over;  this  stamps  you  as 
being  wise.  Be  the  first  to  move  for 
adjournment;  this  will  make  you 
popular;  it's  what  everyone  is  waiting  for. 

—HARRY  CHAPMAN 


Not  even  computers  will  replace 
committees,  because  committees  buy 
computers. 

—EDWARD  SHEPHERD  MEAD 


You'll  find  in  no  park  or  city 
A  monument  to  a  committee. 

—VICTORIA  PASTERNAK 


The  greatest  things  are  accomplished  by 
individual  people,  not  by  committees  or 
companies. 

—FAY  WELDON 


Committee — a  group  of  the  unfit, 
appointed  by  the  unwilling  to  do  the 
unnecessary. 

—STEWART  HARROL 


A  committee  is  an  animal  with  four 
back  legs. 

—JOHN  LE  CARRE 

The  world  is  proof  that  God  is  a 
committee. 

—BOB  STOKES 

A  committee  is  a  cul-de-sac  down 
which  ideas  are  lured  and  then  quietly 
strangled. 

—SIR  BARNETT  COCKS 


Thus  saith  the  Lord,  What  iniquity 
have  your  fathers  found  in  me,  that 


they  are  gone  far  from  me,  and 
have  walked  after  vanity? 


—JEREMIAH  2:5 
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(Everybody  worries  about  the  cost  of  fuel, 
falcon  owners  worry  20-60%  less. 

The  most  efficient  companies  in  twenty-six  countries  demand  the  most  efficient  large-cabin  business 
jets  and  fuel  is  just  one  reason.  Falcons  not  only  match  many  smaller  planes  in  fuel  economy, 
high-tech  design  lets  them  use  hundreds  of  small  airports  other  wide-cabins  can't.  City-hopping, 
ocean-hopping,  flying-more-people-to-more-places  proves  again:  Less  is  more. 
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pleasing  to  the  senses,  it's  a  pity  there  are  only  five. 


iew  BMW  6  Series.  The  feeling  of  360  horses.  The  aroma  of  soft,  supple  leather.  The 
of  an  engine  tuned  to  harmonize  with  the  sounds  of  the  wind  and  road.  And  a  Lane 
rture  Warning  System*  that  alerts  you  if  you  drift  from  your  lane.  Only  an  independent 
>any  could  make  a  car  so  pleasing,  it  even  pleases  your  sense  of  security.  The  6  Series. 


A  journey  brings  us  face  to  face  vv if h  ourselves. 

Berlin  Wall.  Returning  from  a  conference 


Tel.  866.VUITTON  www.louisvuitton.com 

Mikhail  Gorbachev  and  Louis  Vuitton  are  proud  to  support  Green  Cross  International 


LOUIS  VUITTOI< 
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CONTEMPORARY,  NON-TRADITIONAL  INVESTMENTS 
FROM  YOUR  TRUSTED,  RESPONSIBLE  WEALTH  MANAGER. 


gggf  of  both  worlds  W|TH  WACH0VIA 


Finally,  an  investment  approach  that  brings  together  the  sophisticated 
offerings  of  today's  markets  with  the  prudent  guidance  of  a  top  wealth 
management  provider.  With  our  Advantage  platform,  you'll  benefit 
from  the  depth  of  open  architecture  as  well  as  industry-leading 
alternative  strategies.  Let  us  demonstrate  what  our  balanced 
approach  could  do  for  you. 


To  learn  more  about  our  approach  to  wealth  management, 
visit  wachovia.com/wealth  or  call  1-888-283-9633. 
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Putting  Accenture's 
research  to  work. 


KeySpan 

High-performance 
transformation,  delivered. 

In  response  to  the  demands  of 
deregulation,  KeySpan  partnered 
with  Aeeenture  in  a  complete 
restructuring  of  the  utility's  operations. 
With  a  new  integrated  business 
model,  new  technologies,  a  focus 
on  a  high-performance  culture, 
and  standardized  processes,  KeySpan 
has  substantially  improved  revenues, 
successfully  created  a  platform  for 
growth,  and  achieved  the  operational 
excellence  of  a  high-performance 
business. 


Staples 

High-performance 
supply  chain  management, 
delivered. 

To  further  widen  its  competitive  lead, 
Staples  turned  to  AccentUre  for  a 
state-of-the-art  supply  chain.  By 
focusing  process  improvements  to 
enable  more  synchronized  marketing, 
Aeeenture  helped  this  high-performance 
retailer  cut  inventories  by  15% - 
freeing  up  more  than  $200  million  in 
working  capital  and  contributing  to 
over  $100  million  in  incremental  sales. 
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tye  know  what  it  takes  to  be  a  Tiger. 

ccording  to  our  landmark  research  on  leaders  in  35 
idustries,  high  performers  consistently  excel  at 
'anslating  information  into  business  value,  particularly 
irough  the  strategic  use  of  IT.  For  an  in-depth  look 
t  our  study  of  and  experience  with  high  performers, 
ccenture.com/research 
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Roval  Montreal  Prepares  for 

THE  PRESIDENTS  CUF 


Wr  hen  The  Presidents  Cup  is  played  at  Royal  Montreal  Golf 
Club  September  24-30,  2007,  it  will  be  a  celebration  of 
one  of  golf's  newest  events  being  contested  at  one  of  its 
oldest  and  most  revered  clubs. 

While  The  Presidents  Cup  dates  back  to  1994,  Royal  Montreal  can 
trace  its  history  to  its  founding  on  November  4,  1873,  which  makes  it  the 
oldest  gull  club  in  North  America.  The  original  nine-hole  course  was  laid 
out  in  Mount  Royal  Park,  which  was  then  in  the  far  reaches  of  the  city.  In 
1884,  Queen  Victoria  —  who  was  not  widely  known  for  having  any 
interest  in  golf  whatsoever  —  deemed  that  the  club  should  forevermore 
be  known  as  Royal  Montreal. 

In  1 896,  the  club  moved  to  Dixie,  some  10  miles  west  of  the  city  proper, 
where  it  would  stay  until  1959  when  it  moved  again,  this  time  to  He 
Bizard,  where  the  club  built  45  holes.  Among  them  was  the  Blue  Course,  \ 
designed  by  Dick  Wilson,  which  will  host  The  Presidents  Cup. 

Rees  Jones  recently  reworked  the  course  while  remaining  true  to  the  Wilson 
design.  He  moved  fairway  bunkers  to  compensate  tor  the  longer  distances 
today's  players  can  drive  the  ball.  He  also  added  bunkers,  altered  the  greens  and 
created  two  new  holes,  the  12th  and  13th. 

It  is  a  measure  of  Royal  Montreal's  place  in  the  game  that  it  was  the  site 
of  the  first  Canadian  Open  in  1904  and  has  hosted  the  championship 
eight  times  since  then.  Universal  respect  for  the  club  is  one  reason  it  was 
selected  as  the  site  of  this  year's  Presidents  Cup,  which  marks  only  the  third 
time  the  competition  has  been  played  outside  the  U.S.  The  first  time 
was  in  1998,  when  the  International  Team  (the  event  pits  a  12-man  team 
from  the  U.S.  against  a  similar  team  from  countries  outside  Europe) 
clobbered  the  U.S.  207: -1 17.-  at  the  Royal  Melbourne  Golf  Club  in 
Melbourne,  Australia. 

In  2003,  The  Presidents  Cup  was  played  at  The  Links  at  Fancourt  in 


George,  South  Africa,  and  it  was  the  most  memorable  and  dramatic  of . 
The  Presidents  Cup  matches. 

With  the  teams  tied  17-17  at  the  end  of  regulation  play,  Tiger  Wooi 
and  South  Africa's  Ernie  Els  met  in  a  sudden-death  playoff.  Alter  thr 
holes  it  was  too  dark  to  continue  play,  so  captains  Jack  Nicklaus  and  Ga 
Player  decided  that  the  matches  would  be  declared  a  tie  and  both  tear) 
would  share  possession  of  the  Cup. 

PGA  TOUR  Commissioner  Tim  Finchem  praised  the  decision  b 
Nicklaus  and  Player:  "Fifty  years  from  now,  I  think  it  will  be  good  f< 
people  to  look  back  and  wonder  how  this  all  came  about.  People  w 
look  back  on  Fancourt  as  a  beginning  of  this  part  of  The  Presiden 
Cup  tradition.  It's  a  great  piece  of  its  history." 

The  last  time  around,  Nicklaus  and  Player  again  served  as  captains  ; 
the  matches  returned  to  the  Robert  Trent  Jones  Golf  Club  in  Prin 
William  County,  Va.,  for  the  fourth  time.  The  matches  were  close,  b 
Chris  DiMarco  clinched  the  18  7: -15  7:  victory  by  making  a  birdie  on  tl 
18th  hole  to  defeat  Australia's  Stuart  Appleby,  1-up. 

Nicklaus  and  Player  will  return  as  captains  for  this  year's  competition. 

"We  are  thrilled  that  Jack  Nicklaus  and  Gary  Player  have  agreed  to  corn 
back  and  lead  their  teams  again,"  says  Finchem.  "The  Presidents  Cup  has  com 
of  age,  in  large  part,  due  to  the  efforts  of  these  two  legends  of  the  game." 

Charity  is  a  central  component  of  The  Presidents  Cup.  There  is  n 
purse  for  the  players  and  absolutely  no  appearance  fees.  Instead,  net  revenue 
are  divided  into  equal  shares  that  the  players  and  captains  designate  fc 
charities  or  golf-related  projects,  which  are  then  made  through  PGA  TOU1 
charities.  It's  worth  noting  that  the  first  six  Presidents  Cups  contrib 
more  than  $13  million  to  charities  worldwide. 

Which  means  there  have  been  a  lot  of  winners  beyond  the  tean 
themselves. 


The  Presidents  Cup  •  September  24-30.  2007  •  TV:  TNT/NBC 


r  MeM(i(Jl(t)  (f(fj  >        international  Team 

V^/JBL  (J~~  Captain:  Gary  Player 

Captain's  Assistant:  Ian  Baker-Finch 
Stuart  Appleby  •  Angel  Cabrera  •  K.J.  Choi  •  Ernie  Els 
Ketief  Goosen  •  Trevor  lmmelman  •  Nick  O'Hern  •  Geoff  Ogilvy 
Rory  Sabbatini  •  Adam  Scott  •  Vijay  Singh  •  Mike  Weir 


United  States  Team 

Captain:  Jack  Nicklaus 
Captain's  Assistant:  Jeff  Sluman 

Woody  Austin  •  Stewart  Cink  •  Jim  Furyk  •  Lucas  Glover 
Charles  Howell  III  •  Zach  Johnson  •  Hunter  Mahan  •  Phil  Mickelst 
Steve  Strieker  •  David  Toms  •  Scott  Verplank  •  Tiger  Woods 


Jim  Furyk  and 
Tiger  Woods  at  The 
Presidents  Cup  2005 
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Canon  products.  For  performance  you  can  always  count  on.  while  it  may  not  seem 
obvious,  there's  actually  an  important  connection  between  PGA  TOUR  players  and  Canon  office  solutions. 
TOUR  players  can't  perform  without  the  best  clubs  and  business  people  can't  perform  without  the  best  technology. 
Which  explains  why  the  PGA  TOUR  depends  on  Canon  office  products  to  get  information  to  those  who  need  it. 
They  know  they  can  count  on  Canon's  high-performance  solutions  to  enable  people  to  work  the  way  they  need  to. 
All  of  which  is  why  Canon  is  the  category  leader  in  both  black-and-white  and  color 
office  solutions*  At  Canon,  we  understand  that  you  have  to  do  better  than  par  for 
the  course.  1-800-OK-CANON  www.usa.canon.com 


Canon  IMAGECLASS  and  IMAGERUNNER  are  registered  trademarks  ot  Canon  Inc.  in  the  United  States  and  may  also  be  registered  trademarks  or  trademarks 
in  other  countries.  IMAGEANYWARE  is  a  trademark  ot  Canon.  ©2006  Canon  U.S.A.,  Inc.  All  rights  reserved.  Products  shown  with  optional  accessories 
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CULT  FOLLOWING 


Numbers  never  tell  the  whole  story.  Which  is  why  CIT  looked  at  Joel  Silver  and  focused  on  his 
ability  to  turn  out  profitable  films  like  Gothika  and  Romeo  Must  Die,  and  blockbuster  franchises 
like  Lethal  Weapon,  Die  Hard  and  The  Matrix  Trilogy.  To  help  maintain  his  streak  we  structured 
and  underwrote  $220  million  in  financing  -  a  deal  that  gave  him  empowerment  to  greenlight 
his  own  projects  and  maintain  ownership  over  his  films  through  Dark  Castle  Entertainment. 
How  did  we  do  it?  By  bringing  together  a  group  of  true,  movie-savvy  financial  backers  who 
saw  the  same  potential  in  Dark  Castle  that  we  did.  The  fact  is,  that's  our  specialty  at  CIT,  seeing 
potential  and  creating  partnerships,  relationships  and  customized  financial  solutions  that  ensure 
success.  To  find  out  more,  visit  cit.com.  CAPITAL  REDEFINED 
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the  World  by  Peter  Bernstein  and  Annalyn  Swan. 
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Wealth  and  Poverty 

JEFFREY  SACHS,  THE  EMINENT  DEVELOPMENT  ECONOMIST  AT 
Columbia  University,  takes  FORBES  to  task  (see  p.  94).  Why  don't 
journalists  spend  as  much  time  inquiring  into  the  lives  of  the  bil- 
lion poorest  people  on  Earth  as  they  do  gawking  at  the  fortunes 
of  the  thousand  richest?  Now,  we  have  published  many  articles 
about  ways  to  help  destitute  nations  (go  to  forbes.com/poverty 
for  a  link  to  them).  But  professor  Sachs  has 
a  point:  We  devote  more  ink  to  wealth  than 
to  poverty.  ^^^H» 

So  what  is  the  cure  for  Africa's  ills?  ^Ls5 
You  can  pick  up  three  recent  books  on  the  w 
subject,  from  an  idealist,  a  realist  and  a  ▲ 
theorist.  They  present  radically  different  jU 
interpretations  of  chronic  poverty.  ^U^r 

The  idealist  is  Sachs,  whose  2005  The 
End  of  Poverty  prescribes  more  aid.  Why 
has  all  the  foreign  aid  of  the  past  half  century  failed  to  make  a 
dent?  Not  because  of  kleptocrats  or  lack  of  free  markets,  he  says, 
but  simply  because  we  have  been  too  stingy.  Take  U.S.  foreign  aid 
to  sub-Saharan  Africa  in  2002,  counting  only  projects  that  could 
build  a  future  for  the  poor  (infrastructure  and  education,  for 
example),  and  you  get  all  of  6  cents  per  capita. 

William  Easterly,  a  New  York  University  professor,  is  the  real- 
ist. In  The  White  Man's  Burden,  published  last  year,  he  condemns 
the  centralized  planning  and  Utopian  visions  of  aid  organizations 
like  the  World  Bank.  His  figure  on  foreign  aid  is  quite  different: 
52.3  trillion  spent  so  far  by  the  West,  with  no  visible  benefit.  Solu- 
tion: entrepreneurial  philanthropists  solving  small  problems  one 
at  a  time. 

For  a  novel  and  somewhat  dispiriting  theory  of  economic 
divergence,  read  A  Farewell  to  Alms,  published  this  year,  by 
Gregory  Clark  of  the  University  of  California  at  Davis.  He  doesn't 
accept  the  view,  common  among  the  Utopians,  that  natural 
endowments  like  soil  and  water  explain  why  rich  nations  are  50 
times  as  prosperous  as  poor  ones.  How  can  differences  in  natural 
resources  possibly  explain  Zimbabwe's  misery  or  Singapore's 
wealth?  Clark  amasses  an  extraordinary  collection  of  historical 
data  to  explain  why  the  Industrial  Revolution  was  born  in  western 
Europe,  not  Africa  or  India.  Over  a  period  of  six  centuries,  he  says, 
the  bourgeois  virtues  of  thrift  and  industry  were  built  into  English 
culture — even,  by  dint  of  the  higher  reproductive  success  of 
wealthier  families,  into  English  DNA.  His  cure  for  failed  nations: 
more  emigration. 

You  can  look  at  a  village  in  Madagascar,  and  then  at  the  heaps 
of  riches  displayed  in  the  pages  of  this  magazine,  and  be  appalled. 
But  you  can  also  be  hopeful.  More  than  a  few  of  these  billionaires 
are  entrepreneurial  philanthropists. 

EDITOR 
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Readers  Say 
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Shawn  Carter, 
a.k.a.  Jay-Z. 


Bad  Rap 


I  was  extremely  disappointed  by  Zack  Greenburg's 
slant  in  his  article  "Mo'  Money  Blues"  (Sept.  3, 
p.  52)  on  how  prominent  and  successful  rappers 
mismanage  their  finances.  Instead  of  focusing  on 
the  fact  that  hip-hop  moguls  are  the  definition  of 
entrepreneurialism  and  that  the  "cash  kings"  he 
mentioned  are  truly  self-made  men  who  innovate, 
diversify  and  reinvest  in  their  own  communities,  he 
chose  to  highlight  how  many  children  some  slain  rappers  have  left  and  by  how 
many  different  women.  I  am  a  business  woman  and  an  African  American,  and 
I  neither  condone  nor  understand  the  misogyny  of  certain  aspects  of  hip-hop. 
I  am  nevertheless  an  admirer  of  success  stories  where  innovators  overcome 
insurmountable  odds.  I  thought  FORBES  was  a  publication  that  highlighted 
those  kinds  of  professional  leaders. 

LAUREN  PATTANI-WRIGHT 
San  Francisco,  Calif. 


Fueling  Flames 

I  was  offended  to  read  the  comparison 
between  Wallace  Weitz  reducing  the 
shares  of  his  Sequoia  Fund  in  Berkshire 
Hathaway  and  "a  devout  Muslim  decid- 
ing to  skip  some  of  the  required  daily 
prayers."  ("So  Long,  Warren,"  Sept.  3, 
p.  42).  As  if  the  current  dynamic  between 
Western  culture  and  the  Muslim  religion 
needs  additional  fuel  for  debate. 

NATHAN  HUSCHKA 
India,  Calif. 

Healthy  Urge 

Patricia  J.  Williams  may  be  more  edu- 
cated than  her  young  juror  friends 
("Private  Parts,"  Sept.  3,  p.  36),  but  they 
are  more  wise  and  practical  in  facing  the 
realities  of  current  times.  One  cannot 
enjoy  or  benefit  from  their  civil  liberties  if 
they  are  dead.  The  instinct  for  self- 
preservation  is  alive  and  well  among  our 
young  people,  and  I  am  reassured. 

REG  URGENA,  M.D. 
Sedona,  Ariz. 

Homeland  Security 

Professor  Williams'  comments  ("Private 
Parts,"  Sept.  3,  p.  36)  are  very  much  to 
the  point,  although  overly  polite.  It's  not 
only  the  young  who  have  become  fearful 


and  security-obsessed  and,  therefore, 
increasingly  authoritarian  and  intoler- 
ant. Here  is  a  possible  explanation.  For 
some  time  now  the  importance  of  the 
Constitution  has  been  downgraded  by 
certain  of  our  leaders.  We  are  told  to 
concentrate  on  "defending  the  home- 
land" rather  than  the  Constitution.  The 
United  States  is  defined  by  a  set  of  ideals. 
As  the  rest  of  the  world  catches  up,  we 
will  lose  our  economic  dominance,  leav- 
ing only  the  Constitution  and  its  values 
to  justify  any  leadership  role  we  may 
desire  to  maintain. 

WILLIAM  S.  SCHAILL 
St.  Petersburg,  Fla. 

Power  Broker 

In  "Power  Woman"  (Sept.  17,  p.  110)  we 
characterized  former  U.S.  Energy  Secre- 
tary Spencer  Abraham  as  a  lobbyist  for 
the  French  nuclear  conglomerate,  Areva. 
In  fact,  he  is  chairman  of  the  board  of 
directors  of  the  company's  U.S.  unit, 
where  he  serves  as  a  strategic  adviser  for 
Areva's  operations  in  America. 


■Forbes 
■com 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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A  Field  Guide 

to  Low-Cost  Investing 


The  perfect  guide  for  investors 
who  believe  that  every  choice 
in  a  diversified  portfolio 
should  be  a  low -cost  choice 


Explore  all  your  choices  at  www.vanguard.com/fieldguide 


Connect  with  us®  >  800-871-3891 


Vanguard' 
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Every  solution  is  unique. 

One-of-a-kind  products,  mass  produced.  It's  an  example  of  how 
some  companies  are  reinventing  themselves  in  an  effort  to  stay 
competitive.  Of  course,  as  they  change,  their  risks  change  too. 
It's  a  style  thing,  but  our  approach  to  helping  customers  with 
highly  specialised  needs  is  to  build  a  collaborative  relationship 
where  we  can  provide  customized  services.  Through  a 
Relationship  Leader  who  serves  as  a  single  point  of  entry,  you 
get  access  to  the  right  mix  of  industry  professionals,  insight  and 
insurance  solutions.  With  all  the  change  going  on,  it's  a  good  fit. 

www.zurichna.com/corporatebusiness 


Because  change  happa 


9 


ZURIC 


In  the  United  States,  coverages  are  undv  •  :  ,  -  mber  companies  of  Zurich  in  North  America,  including  Zurich  American  Insurance  Company.  Certain  coverages  not  available  in  all  states.  Some  coverages 
be  written  on  a  non-admitted  basis  through  surplus  lines  brokers  Risk  engineering  services  are  provided  by  Zurich  Services  Corporation. 


Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Stock  Market 

The  end  of  civilization  is  not  at  hand — at  least  for  now.  Despite  the  Fed's  fumbling,  the  panic  will  eventually  subside. 
When  it  does — which  will  happen  before  year's  end — stocks  will  go  up.  Remember  the  time-tested  principle  of  investing: 
If  you  feel  bullish,  hold  on  to  your  money;  if  you  feel  the  world  has  fallen  apart  and  the  markets  are  in  a  swoon,  invest. 


Pilloring  Pillar  of  Political  Stability 


EVER  SINCE  THE  2000  PRESIDENTIAL  ELECTION,  POWERFUL 
movements  have  been  afoot  to  alter  or  abolish  the  Electoral  Col- 
lege. After  all,  critics  complain,  Al  Gore  won  the  popular  vote,  but 
Bush  won  the  presidency  because  he  had  a  narrow  victory  in  the 
Electoral  College.  "How  undemocratic  can  you  get?"  they  cry.  Why 
should  this  political  battle  concern  investors?  Because  the  Electoral 
College  encourages  political  stability — a  basic  condition  for  long- 
term  progress.  Undermining  it  would  have  adverse  consequences 
for  wealth  creation  and  entrepreneurial  opportunity  in  the  U.S. 

After  the  Gore  defeat  Democrats  tried  to  gin  up  support  for  a 
constitutional  amendment  to  abolish 
the  Electoral  College.  But  this  is  a  te- 
dious process,  and  one  not  likely  to  suc- 
ceed. So  reformers  are  trying  other  tac- 
tics. One  approach:  to  have  states  award 
their  electoral  votes  on  the  basis  of  who 
wins  each  congressional  district  instead 
of  going  with  the  traditional  winner 
takes  all.  Maine  and  Nebraska  already 
have  provisions  that  do  just  that.  Under 
this  scheme  a  Republican  presidential 
candidate  could  carry  the  state  of  Ne- 
braska, but  if  his  Democratic  opponent 
won  one  of  the  state's  three  congressional  districts  she  would  receive 
one  electoral  vote;  the  Republican  would  get  four  instead  of  five. 

Republicans  are  pushing  just  such  a  change  in  California. 
They're  proposing  a  ballot  initiative  for  next  June's  statewide  pri- 
mary election  that  would  award  electoral  votes  based  on  the  win- 
ner of  each  congressional  district.  In  2004  Democrat  John  Kerry 
decisively  carried  the  Golden  State.  But  Bush  received  the  major- 
ity of  votes  in  22  of  the  state's  53  congressional  districts.  If  the  ref- 
erendum had  been  in  effect  then,  Kerry  would  have  won  only  33 
electoral  votes  in  California  instead  of  55. 

Democrats  in  North  Carolina  toyed  around  with  a  similar 
proposal.  The  Tar  Heel  State  usually  goes  Republican  in  national 
elections.  Figuring  they  had  more  to  lose  in  California  than  they 
would  gain  in  North  Carolina,  national  Party  leaders  "persuaded" 
local  apparatchiks  to  table  the  idea  lest  it  give  credence  to  GOP 
maneuvers  in  the  Golden  State. 

The  whole  idea  should  be  consigned  to  a  dumpster.  Winner  by 


Political  hucksters  and  hacks  take  note:  Don't  tamper 
with  our  Founding  Fathers'  handiwork.  They  understood 
the  need  to  tamp  down  the  passions  of  politics. 


congressional  district  would  be  even  more  "undemocratic"  than  the 
current  rules.  Most  boundaries  are  corruptly  drawn,  designed  to 
protect  incumbents  or  give  advantage  to  the  dominant  party  draw- 
ing the  lines.  In  Texas  the  GOP  "flipped"  several  seats  to  its  side  in 
2004  by  artistically  redrawing  congressional  districts.  In  California 
both  parties,  by  mutual  agreement,  rigged  districts  so  that  every 
incumbent  would  win  reelection.  Nationwide,  only  60,  at  most,  of 
the  435  congressional  districts  can  be  considered  competitive. 

The  state  of  Maryland  is  taking  a  different  tack.  It  recently  en- 
acted legislation  that  mandates  its  electoral  votes  go  to  the  candidate 
who  wins  the  national  popular  vote.  Thus,  if  a  Democrat  carries  Mary- 
land but  a  Republican  wins  the  popular 
vote  nationally,  Maryland's  electoral  bal- 
lots will  be  cast  for  the  GOP  candidate, 
not  the  Democratic  one.  This  provision 
becomes  effective  only  when  enough 
other  states  to  make  up  a  majority  of 
the  Electoral  College  adopt  similar  leg- 
islation. The  Maryland  move  excites  re- 
formers because  it  effectively  sidesteps 
the  need  to  amend  the  Constitution. 

But  all  this  anti-Electoral  College  ag- 
itation avoids  the  fundamental  question: 
Should  we  keep  the  Electoral  College? 
The  answer:  Yes.  This  uniquely  American  institution  serves 
our  country  extremely  well.  It  forces  serious  candidates  to  wage 
national  campaigns.  One  has  to  win  a  majority  of  electoral  votes 
to  capture  the  White  House.  Thus,  regional  or  single-issue  candi- 
dates have  no  hope  of  achieving  victory.  While  most  of  us  share 
basic  principles,  we  are  a  diverse  country  in  our  interests  and  atti- 
tudes toward  numerous  issues.  For  example,  the  Republican  Party 
of  Iowa  is  keenly  interested  in  social  issues  such  as  abortion  and 
marriage.  The  New  Hampshire  Republican  Party,  however,  is 
much  more  libertarian;  it  is  more  focused  on  taxes  and  beating 
back  attempts  to  further  regulate  gun  ownership.  Abortion  is  the 
leading  issue  with  only  a  relative  handful  of  its  party  members. 

Presidential  aspirants,  if  they  are  to  triumph,  must  create 
nationwide  coalitions  of  supporters;  they  are  pushed  to  bring 
diverse  groups  together.  Thus,  the  College  usually  mitigates  divi- 
sions instead  of  inflaming  them.  While  encouraging  candidates 
to  put  together  national  efforts  in  order  to  win,  the  College  also 
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compels  them  to  pay  attention  to  local  issues  they  might  other- 
wise ignore.  In  so-called  battleground  states  candidates  quickly 
learn  what's  on  the  voters'  minds.  In  short,  the  system  keeps 
wannabe  national  leaders  attuned  to  grassroots  sentiments. 

Another  virtue:  Although  America  has  had  numerous  third 
parties,  the  current  system  invariably  sees  one  of  the  major  parties  in 
one  way  or  another  co-opting  issues  that  third  parties  advocate.  This 
is  not  a  bad  institutional  bias  for  a  diverse,  sprawling  nation  such  as 
ours.  A  direct  popular  vote,  in  contrast,  would  inflame  rather  than 
ameliorate  divisions.  Candidates  would  proliferate  for  the  general 
election.  An  individual  could  win  the  ^"hite  House  with  as  little 
as  20%  of  the  popular  vote.  This 
new  system  would  work  against 
putting  together  broad-based 
coalitions.  Runoffs?  They'd  require 
a  constitutional  amendment 

With  rare  exceptions  this  seem- 
ingly antique  institution  decisively 
resolves  contests  in  which  the  pop- 
ular vote  is  close  or  in  which  there 
are  several  serious  candidates.  In 
both  the  1960  and  1968  presidential  elections  the  popular  votes  were 
squeakers,  yet  the  College  unambiguoush"  decided  the  outcomes. 
In  elections  in  which  candidates  receive  well  under  50%  of  the  vote, 
the  College  can  still  give  the  winner  an  unmistakable  mandate  .Abra- 
ham Lincoln  was  elected  in  1860  with  barely  40%  of  the  popular 
vote,  but  he  won  the  Electoral  College  by  a  landslide.  There  was 
no  question  about  who  would  take  the  oath  of  office  (except  in  those 
states  that  were  reach'  to  secede  from  the  Union).  Woodrow  Wil- 
son won  only  42%  of  the  popular  vote  in  1912,  and  Bill  Clinton 
won  43%  in  1992.  Vet,  in  both  cases,  the  two  men  decisively  won 
in  the  Electoral  College.  The  2000  election  was  an  unhappy  excep- 
tion— both  the  College  and  the  popular  vote  were  virtual  ties. 

With  a  direct  popular  vote  \\ ashington  would  have  to  set  regu- 
lations for  our  elections.  Voting  hours  now  vary  from  state  to  state; 


Florida  Declares  Bush  Winner 
as  State's  Recounts  End 

Gore  to  Challenge  Results 

—The  Wall  Street  Journal 
With  a  direct  popular  vote  the  bitter  Florida-recount  fight  could 
be  replicated  in  thousands  of  America  s  175,000  election  precincts. 


states  for  only  1 1  or  12.  Wed  also  have  to  set  uniform  rules  cov  ering 
absentee  ballots.  All  this  would  require  a  constitutional  amendmenL 
Our  175,000  election  precincts  would  also  require  immense 
policing  to  ensure  legitimacy.  After  all,  in  sev  eral  recent  presiden- 
tial elections  the  change  in  a  few  votes  in  each  precinct  would 
have  swung  the  elections  the  other  way  Imagine  a  close  popular 
vote — the  litigation  would  be  endless. 

Critics  complain  that  the  Electoral  College  forces  candidates 
to  focus  on  a  dozen  or  so  battleground  states,  ignoring  the  rest  of 
the  country  But  a  popular- vote-only  election  would  hav  e  candi- 
dates bypassing  all  but  a  handful  of  large  states.  Urban  areas 

would  be  the  focus  of  campaign- 
ers; rural  and  smaller  suburban 
regions  would  be  ignored.  More 
to  the  point,  both  Al  Gore  and 
George  Bush  would  have  waged 
very  different  campaigns  in  2000 
had  the  contest  been  determined 
by  the  winner  of  the  most  votes 
nationwide.  They  certainly  would 
not  have  spent  as  much  time  in 
the  midsize  and  small  states,  such  as  Wisconsin  and  West  Virginia. 

Direct  popular  vote  would  encourage  parties  to  focus  on 
increasing  voter  turnout  among  their  bases.  Which  would  mean 
inflaming  issues  to  juice  up  the  contests.  Today  we  see  the  poi- 
sonous political  atmosphere  in  Washington;  this  has  not  been  the 
norm  throughout  our  history.  Abolishing  the  College  would 
exacerbate  differences  and  make  vicious  politics  the  norm. 

The  move  in  California  is  pure  political  hooliganism — 
changing  rules  so  they  differ  from  the  rest  of  the  nation's  for  a 
one-time  advantage  in  what  will  probably  be  a  close,  hotly  con- 
tested presidential  election.  Maryland's  maneuver  is  more 
destructiv  e,  however.  Put  aside  the  blatant  undermining  of  the 
Constitution.  The  ploy  assumes  the  two-party  system  will 
endure.  It  won't,  though,  without  the  Electoral  College.  It  will 


New  York,  for  instance,  keeps  its  polls  open  for  15  hours,  other    polarize,  atomize  and  perpetuallv-  inflame  national  politics. 
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Edible  enlightenm 


atery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 
as  well  as  brothers  Bob,  Kip  and  Tim. 


•  L'lmpero — 45  Tudor  City  Place,  between  42nd  and  43rd 

streets  (TeL:  212-599-5045).  The  energy  and  views  at  this  spot 
are  all  N  ew  York  The  robust  and  hearty  Italian  fare  is  as  good 
as  it  gets.  Best  orecchiette  with  pork  sausage  and  broccoli  rabe, 
the  organic  chicken  and  the  grilled  branzino.  Flavors  are  not 
muddled,  the  portions  are  sensible  and  everything  looks  prettv. 

•  Ted's  Montana  Grill— 1 10  West  51st  St.  (TeL:  212-245-5220). 
This  is  Ted  Turner  s  New  York  iteration  of  his  Atlanta  hot  spot 
As  behooves  the  largest  buffalo  rancher  in  the  nation,  this 
place — with  its  reproductions  of  Turner's  own  Albert  Bierstadts 
on  the  walls,  lots  of  wood  and  a  buffalo  mount — is  steeped  in 
Western  atmosphere.  The  food  here  is  so  good.  Favorites: 
tender  bison  Kansa?  City  strip,  first-rate  chicken  breast  (a  steal 


at  SI 3.49 )  and  onion  rings  with  horseradish  sauce. 

•  Danal— 90  East  10th  St  (TeL:  212-982-6930).  This  funkv 
East  \illage  duplex  is  as  good  at  dinner  as  it  is  at  brunch.  The 
grilled  asparagus  salad  is  delicious,  as  are  the  heirloom  toma- 
toes, and  the  skirt  steak  is  cooked  to  perfection.  To  top  off  your 
meal,  try  the  wonderful  cheese  plate. 

•  Landmart — Time  Warner  Center,  10  Columbus  Cirde  (TeL: 
212-823-6123).  There  are  at  least  three  reasons  this  place  is  so 
popular:  terrific  food,  alluring  location,  decidedly  reasonable 
prices.  Even-thing  is  tasty  and  well-prepared.  Consider:  frisee 
salad  with  lardons  and  red-wine  vinaigrette,  an  obscenely  rich 
orecchiette  alia  norcina,  perfect  strip  steak  and  fries,  and  delec- 
table quail.  Desserts  are  scrumptious.  F 
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Other  Comments 


The  first  requisite  of  a  good  citizen  in  this  republic 
of  ours  is  that  he  shall  be  able  and  willing  to  pull  his  weight. 

—THEODORE  ROOSEVELT  . 


Building  Momentum  The  lesson  of  the  last  few 

months  is  that  the  way  to  gain  ground  on  Capitol  Hill  is  not  with 
the  promise  of  troop  withdrawals.  As  our  experience  in  Vietnam 
showed,  such  withdrawals  quickly  become  a  Congressional 
addiction.  All  Americans  want  fewer  troops  in  Iraq;  most  Amer- 
icans also  want  that  drawdown  to  be  honorable  and  victorious. 
The  way  to  stop,  or  slow,  the  calls  for  too-rapid  withdrawal  is  to 
succeed  in  making  further  military  and  political  progress  in  Iraq. 
The  success  of  the  surge  so  far  has  bought  [President]  Bush  more 
time  and  support  to  press  the  initiative  in  Baghdad  and  the  larger 
Middle  East.  He  owes  it  to  General  Petraeus  and  U.S.  troops  to 
exploit  this  opening  on  every  front— including  Syria  and  Iran. 

— Wall  Street  Journal 

Honor  Bound  The  personal  attack  on  General  David 
Petraeus  launched  [in  the  New  York  Times]  by  Moveon.org  is  an 
outrageous  and  despicable  act  of  slander  that  every  member  of 
the  Congress — Democrat  and  Republican — has  a  solemn 
responsibility  to  condemn. 

—SENATOR  JOE  LIEBERMAN  (I-Conn.) 

History  Lesson  Rather  that  trying  to  eviscerate  the 
Electoral  College,  we  should  be  embracing  it.  It  was  put  in  the 
Constitution  to  allow  states  to  choose  Presidents,  for  we  are  a 
republic  based  on  the  separation  of  powers,  not  a  direct  democ- 
racy. And  the  Electoral  College — just  like  the  Senate — was 
intended  to  protect  the  residents  of  small  states.  As  James  Madi- 
son said,  the  Electoral  College  included  the  will  of  the  nation— 
every  congressional  district  gets  an  electoral  vote — and  "the  will 
of  the  states  in  their  distinct  and  independent  capacities,"  since 
every  state  gets  two  additional  electors. 

One  wonders  if  the  direct  election  of  Presidents  is  really  the 
beginning  of  an  effort  to  bring  national  government  under  the  con- 


"I  was  making  money  hand  over  fist,  then  I  got  carpal  tunnel." 
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trol  of  large  and  liberal  states.  Common  Cause,  a  Washington- 
based  lobbying  group  that  describes  itself  as  "promoting  open, 
honest  and  accountable  government,"  argues  "how  neatly  it  fits 
with  American  tradition."  But  it  doesn't.  It  contradicts  our  constitu- 
tional republics  state  and  federal  government  sharing  of  powers. 
Choosing  Presidents  is  one  of  our  states'  powers,  and  we  should  not 
remove  it  to  begin  a  centralized  national  American  government. 

—PETE  DU  PONT,  chairman, 
National  Center  for  Policy  Analysis,  Opinionjournal.com 

Leading  the  Way  Karl  Marx's  vision  of  a  socialist 
society  included  a  progressive  income  tax,  where  higher  income 
people  pay  not  just  more  tax,  but  higher  rates  on  their  income. 
Ironically,  while  the  U.S.  and  Western  Europe  tend  to  embrace 
capitalism,  they  adopted  Marx's  progressive  income  tax.  Yet  nine 
of  the  East  European  and  formerly  communist  countries  have 
abandoned  it  for  a  flat  tax,  where  only  one  tax  rate  is  applied  to  all 
income.  And  now  Bulgaria  and  the  Czech  Republic  are  consider- 
ing joining  the  flat  taxers  with  a  single  10%  rate.  Having  spent 
decades  under  communist  rule,  formerly  communist  countries 
are  ready  to  cast  off  Marxist  policies  that  stifle  economic 
growth — like  the  progressive  income  tax.  So  when  will  the 
capitalist  countries  also  abandon  their  Marxist  policies? 

—MERRILL  MATTHEWS  JR.,  Institute  for  Policy  Innovation 

Putting  Kids  in  Their  Place  "With  vouchers, 

parents  can  find  the  education  that  is  best  for  their  children,"  the 
spokeswoman  for  Utah's  Parents  for  Choice  in  Education,  Nancy 
Pomeroy,  told  the  Desert  Morning  News.  Entrenched  teachers' 
unions  and  their  supporters  see  things  differently.  "This  has 
nothing  to  do  about  educating  children,"  State  Senator  Gene 
Davis,  a  Democrat,  told  the  Associated  Press.  "It's  about  taking 
taxpayer  dollars  and  giving  them  to  private  industry."  Not  really. 
It's  about  letting  taxpayers  make  their  own  decisions  with  their 
money.  Parents  most  certainly  qualify  as  taxpayers.  The  senator's 
comments  may  confound  parents,  but  they  shed  light  on  the  fact 
that  for  school  choice  opponents  it's  really  not  about  educating 
children.  For  them,  it's  about  collective  bargaining,  retirement 
benefits  and  lowered  accountability. 

How  can  we  forget  the  infamous  words  of  the  late  president 
of  the  American  Federation  of  Teachers,  Albert  Shanker,  who 
said,  "When  schoolchildren  start  paying  union  dues,  that's  when 
I'll  start  representing  the  interests  of  schoolchildren." 

—KENNETH  BLACKWELL,  Family  Research  Council, 

New  York  Sun 

Dollars  and  Sense  There  is  a  gigantic  difference 
between  earning  a  great  deal  of  money  and  being  rich. 

— MARLENE  DIETRICH  F 
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Current  Events 


By  Paul  Johnson 


Militant  Atheism  and  God 


INTELLECTUAL  FASHIONS  COME  AND  GO.  THE  CURRENT  ONE  IS 
militant  atheism.  Waves  of  atheism  have  swept  the  West  before. 
One  was  in  the  mid- 18th  century,  when  the  devastating  Lisbon 
earthquake,  killing  some  60,000  people,  shook  the  belief  of  many 
in  the  benevolence  of  God.  Another  was  in  the  mid- 19th  century, 
when  advances  in  geology  destroyed  the  traditional  chronology 
of  the  Old  Testament,  proving  that  Earth  was  much  older  than 
the  6,000-odd  years  the  Bible  allowed.  A  third  spasm  followed 
the  First  World  War,  when  the  combination  of  Freud's  writings 
and  Einstein's  theories  of  relativity  upset  established  views  of  the 
human  psyche  and  the  universe.  We  now  seem  to  be  in  the  midst 
of  a  fourth.  It  is  prompted  partly  by  the  academic  deification  of 
Darwin  and  his  particular  theory  of  evolution,  and  partly  by  the 
revulsion  against  Islamic  fundamentalism  and  its  violent  expres- 
sion, which  for  some  has  discredited  all  forms  of  belief  in  God. 

Whatever  the  explanation,  books  advocating  an  atheistic  view  of 
the  universe  and  arguing  that  religion  is  based  on  delusion  are  being 
written,  published  and  widely  bought.  Their  arguments  are  echoed 
and  amplified  on  television.  And,  for  the  time  being  at  least,  athe- 
ism seems  to  have  a  strong  grip  on  the  centers  of  higher  education. 

My  old  university,  Oxford,  which  was  founded  by  monks,  fri- 
ars and  theologians  nine  centuries  ago,  was  until  recently  regarded 
as  a  bastion  of  old-fashioned  Christianity  and,  as  such,  was  called 
"the  house  of  lost  causes."  Today  a  publicly  expressed  belief  in  Chris- 
tianity is  likely  to  lower  your  chance  of  landing  a  job  at  Oxford. 

Religion  has  become  a  handicap  in  university  life,  especially  in 
certain  subjects.  In  philosophy,  for  example,  academics  who  hope 
for  senior  chairs  keep  mum  about  any  faith  they  hold.  God  and  pro- 
motion do  not  mix.  And  in  all  the  sciences,  young  men  and  women 
with  religious  backgrounds  are  advised  to  jettison  their  Christian, 
Jewish  or  other  religious  baggage  if  they  want  to  pursue  careers  in 
physics,  chemistry  or  biology.  The  universal  assumption  seems  to  be 
that  a  belief  in  God  fatally  debars  a  scholar  from  acquiring  scientific 
knowledge.  In  Britain  the  number  of  students  concentrating  in  the 
sciences  is  on  the  decline,  and  the  systematic  discouragement  of  Chris- 
tians and  Jews  in  the  science  faculties  will  clearly  increase  that  trend. 

How  Important  Is  This  Phenomenon? 

Is  it  a  phase?  Or  is  it  the  harbinger  of  a  fundamental  change  in  the 
way  people  see  themselves  and  the  world?  Ought  we  to  be  alarmed— 
and  ought  we  take  action?  And  if  so,  what  kind  of  action? 

One's  answers  to  these  difficult  questions  are  bound  to  be 
subjective.  My  parents  were  profoundly  religious  Catholics,  who 
brought  me  up  to  share  their  beliefs.  I  was  educated  first  by  nuns, 


then  by  the  Jesuits.  I  have  always  attended  church  regularly  and 
said  my  prayers  daily.  I'm  not  sure  the  human  race  would  survive 
a  prolonged  bout  of  atheism.  I  recall  the  words  of  the  German 
theologian  Karl  Rahner:  "If  ever  God  is  banished  from  the  world 
so  that  even  His  image  is  eradicated  from  the  human  mind,  we 
will  cease  to  be  human  and  become  merely  very  clever  animals — 
and  our  ultimate  fate  will  be  too  horrible  to  contemplate." 

Bear  Witness 

We  are  amazing  creatures,  capable  of  astonishingly  imaginative  con- 
cepts and  intellectual  work  of  ever  increasing  complexity.  And  what 
we  have  achieved  in  the  last  century — stunning  though  it  is — is  noth- 
ing compared  with  what  we  can  and  will  surely  do,  as  the  rate  of  ma- 
terial progress  accelerates.  Yet  it  is  hard  to  see  that  the  human  race  has 
made,  or  is  making,  any  moral  progress  at  all.  As  a  historian  who  has 
studied  and  written  about  all  periods,  from  the  first  millennium  B.C. 
to  the  present,  I  am  perhaps  more  aware  of  this  than  most  people. 

I  see  no  diminution  in  the  cruelty  and  violence  we  inflict  on  one 
another,  at  both  a  personal  and  a  state  level.  More  people  were  killed 
by  totalitarian  states  (all  atheistic)  in  the  20th  century  than  in  all  pre- 
vious periods  of  history.  The  first  few  years  of  the  21st  century  have 
witnessed  no  improvement.  States  that  practice  mass  murder  continue 
to  exist  but  are  now  accompanied  by  terrorist  movements  doing  all 
within  their  power  to  acquire  nuclear  weapons  so  they  can  extermi- 
nate entire  populations — millions,  even  tens  and  hundreds  of  millions. 

It's  hard  for  most  of  us  to  face  such  a  fearful  world  without  some 
kind  of  faith  to  sustain  us,  without  a  traditional  formula  through  which 
to  express  our  longings  for  peace  and  safety.  1  believe  that  religion  is 
a  central  part  of  our  civilization.  But  even  more  than  that,  I  believe 
religious  faith  to  be  an  indispensable  element  to  our  peace  of  mind 
and  such  happiness  as  we  are  capable  of  enjoying  on  this  Earth. 

I  could  not  find  content  in  a  landscape  whose  horizon  held 
no  churches  or  in  a  civilization  whose  literature  was  purged  of 
any  reference  to  a  divine  being;  whose  art  had  blotted  out  the 
nativities,  crucifixions,  saints  and  angels;  and  whose  music  con- 
tained no  intimations  of  immortality.  And  I  believe  the  vast 
majority  of  people  share  such  a  view. 

As  for  doing  something  about  the  militant  atheism  that 
threatens  our  happiness  and  well-being,  it  is  in  the  interests  of  all 
people  that  those  of  us  who  enjoy  religious  faith  should  examine 
carefully  what  it  has  done,  is  doing  and  will  do  to  sustain  and 
comfort  us  in  this  harsh  and  difficult  world.  We  should  add  up  all 
its  benefits— and  then  proclaim  the  results  to  the  world.  There 
will  be  plenty  who  will  listen.  F 
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Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore,  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  and  David  Malpass,  chief  economist,  Bear  Stearns  &  Co., 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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We're  defined  by  what  we 
pass  on  to  the  next  generation. 
That's  why  ConocoPhillips 
is  developing  alternative 
fuels.  Through  our  alliance 
with  Tyson  Foods,  the  world's 
largest  meat  processor, 
we're  gearing  up  to  produce 
clean-burning,  renewable 
diesel  fuel.  We're  improving 
environmental  performance 
and  stretching  traditional  fuel 
supplies  by  using  energy  more 
efficiently.  So  we  can  pass 
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Digital  Rules 

By  Rich  Karlgaard,  Publisher 


Books  to  Get  Rich  By 


LET'S  SUPPOSE  YOUR  GOAL  IS  TO  RAISE  A  CHILD  WHO  WILL 
grow  up  and  make  The  Forbes  400  list  someday.  How  do  you 
feed  her  brain  and  nourish  her  spirit?  What  secrets  of  wealth- 
building  do  you  pour  into  his  pulsing  veins? 

Here  are  53  books  that  I  and  some  of  my  self-made,  rich 
friends  recommend.  These  books  range  from  the  theoretical  to 
the  practical,  the  instructional  to  the  inspirational.  Its  an  eclectic 
list — highbrow  to  hokey,  it  runs  the  gamut.  No  one  will  like  the 
entire  lot.  But  I  hope  you  find  a  few  gems  that  might  help  your 
children  achieve  outsize  success. 

Theory  of  Capitalism 

The  Age  of  Turbulence:  Adventures  in  a  New  World — by  Alan 
Greenspan;  The  Black  Swan:  The  Impact  of  the  Highly  Improba- 
ble—by Nassim  Nicholas  Taleb;  Wealth  and  Poverty— by  George 
Gilder;  Prophet  of  Innovation:  Joseph  Schumpeter  and  Creative 
Destruction — by  Thomas  K.  McCraw;  On  the  Wealth  of 
Nations — by  P.  J.  O'Rourke;  The  Road  to  Serfdom —  by  Friedrich 
Hayek;  Flat  Tax  Revolution:  Using  a  Postcard  to  Abolish  the  IRS — 
by  Steve  Forbes;  The  Way  the  World  Works — by  Jude  Wanniski; 
The  Twilight  of  Sovereignty — by  Walter  Wriston. 

History  and  Heroes 

Losing  My  Virginity:  How  I've  Survived,  Had  Fun,  and  Made  a 
Fortune  Doing  Business  My  Way — by  Richard  Branson;  Bower- 
man  and  the  Men  of  Oregon:  The  Story  of  Oregon's  Legendary 
Coach  and  Nike's  Cofounder — by  Kenny  Moore;  Bill  &  Dave:  How 
Hewlett  and  Packard  Built  the  World's  Greatest  Company — by 
Michael  S.  Malone;  Gates:  How  Microsoft's  Mogul  Reinvented  an 
Industry  and  Made  Himself  the  Richest  Man  in  America — by 
Stephen  Manes  and  Paul  Andrews;  Buffett:  The  Making  of  an 
American  Capitalist — by  Roger  Lowenstein;  Walt  Disney:  The 
Triumph  of  the  American  Imagination — by  Neal  Gabler;  The 
Autobiography  oj  Benjamin  Franklin — by  Benjamin  Franklin;  The 
House  of  Morgan:  An  American  Banking  Dynasty  and  the  Rise  of 
Modern  Finance — by  Ron  Chernow;  The  Forgotten  Man:  A  New 
History  of  the  Great  Depression— by  Amity  Shlaes. 

How  Capitalism  Works  Today 

Microtrends:  The  Small  Forces  Behind  Tomorrow's  Big  Changes — 
by  Mark  Penn  and  E.  Kinney  Zalesne;  The  New  Normal:  Great 
Opportunities  in  a  Time  of  Great  Risk — by  Roger  McNamee;  The 
Innovator's  Dilemma:  When  New  Technologies  Cause  Great  Firms 
to  Fail — by  Clayton  Christensen;  The  Elephant  and  the  Dragon: 
The  Rise  of  India  and  China  and  What  It  Means  for  All  of  Us — by 
Robyn  Meredith;  Basic  Economics:  A  Common  Sense  Guide  to  the 
Economy — by  Thomas  Sowell. 


Instructional  Tips 

Bull's  Eye  Investing:  Targeting  Real  Returns  in  a  Smoke  and  Mirrors 
Market — by  John  Mauldin;  Rule  #1:  The  Simple  Strategy  for  Suc- 
cessful Investing  in  Only  15  Minutes  a  Week! — by  Phil  Town; 
Boomtown  USA:  The  7lh  Keys  to  Big  Success  in  Small  Towns — by 
John  M.  Schultz;  The  Intelligent  Investor — by  Benjamin  Graham; 
The  Only  Three  Questions  That  Count:  Investing  by  Knowing  What 
Others  Don't — by  Kenneth  L.  Fisher;  The  Elements  of  Style — by 
William  Strunk  Jr.  and  E.  B.  White;  Positioning:  The  Battle  for  Your 
Mind — by  Al  Ries  and  Jack  Trout;  Guerrilla  Marketing:  Secrets  for 
Making  Big  Profits  From  Your  Small  Business — by  Jay  Conrad 
Levinson;  Rich  Dad,  Poor  Dad:  What  the  Rich  Teach  Their  Kids 
About  Money  That  the  Poor  and  Middle  Class  Do  Not! — by  Robert 
Kiyosaki  and  Sharon  L.  Lechter;  How  We  Got  Here:  A  Slightly 
Irreverent  History  of  Technology  and  Markets — by  Andy  Kessler; 
The  Art  of  the  Start:  The  Time-Tested,  Battle-Hardened  Guide  for 
Anyone  Starting  Anything — by  Guy  Kawasaki;  Accounting  Work- 
book for  Dummies — by  John  A.  Tracy. 

Management  Secrets 

In  Search  of  Excellence:  Lessons  From  America's  Best-Run  Compa- 
nies— by  Thomas  J.  Peters  and  Robert  H.  Waterman;  It's  Your  Ship: 
Management  Techniques  From  the  Best  Damn  Ship  in  the  Navy — 
by  Captain  D.  Michael  Abrashoff;  Good  to  Great:  Why  Some  Com- 
panies Make  the  Leap  . . .  and  Others  Don't — by  Jim  Collins. 

Food  for  the  Soul 

They  Call  Me  Coach — by  John  Wooden  with  Jack  Tobin;  Think 
and  Grow  Rich — by  Napoleon  Hill;  The  Fountainhead — by  Ayn 
Rand;  The  Acts  of  the  Apostles— by  Luke;  The  Purpose-Driven 
Church — by  Rick  Warren;  Move  Ahead  With  Possibility 
Thinking — by  Robert  Schuller;  The  Greatest  Salesman  in  the 
World — by  Og  Mandino;  The  Richest  Man  in  Babylon — by 
George  Clason;  The  Soul  of  a  New  Machine — by  Tracy  Kidder. 

Useful  Entertainment 

Options:  The  Secret  Life  of  Steve  Jobs,  a  Parody — by  Fake  Steve 
Jobs;  The  Hypomanic  Edge:  The  Link  Between  a  Little  Craziness 
and  a  Lot  of  Success  in  America — by  John  D.  Gartner;  Invest- 
ment Biker — by  Jim  Rogers;  All  the  Money  in  the  World:  How 
The  Forbes  400  Make — and  Spend — Their  Fortunes — by  Peter 
Bernstein  and  Annalyn  Swan;  Moneyball:  The  Art  of  Winning 
an  Unfair  Game — by  Michael  Lewis;  The  Bonfire  of  the  Vani- 
ties— by  Tom  Wolfe.  F 
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MIGUEL  MARIN 
Resources  Global  Professionals 

>  Forma  Finance  Director 

>  Former  Controller 

>  Big  Four  experience 

>  Global  accounting  &  audits 


BUSINESS  LEADERS  THINK  GLOBALLY,  ACT  LOCALLY 


AND  CHOOSE  THE  RIGHT  PARTNERS. 
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800-900-1131 
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Coming  Up  Short 


When  $1  Billion  Isn't  Enough 

For  the  first  time  the  minimum  wealth  needed  to  get  on  The  Forbes  400  exceeds  $1  billion. 
These  82  American  billionaires  are  too  poor  to  make  the  list  |  By  Emily  Douglas 


Lee  Ainslie  III  hedge  funds 
Leslie  Alexander 

First  Marblehead 

Mary  Anselmo  PanAmSat 

Thomas  Bailey  mutual  funds 

Marc  Benioff  Salesforce  com 
Joseph  Benvenuti  real  estate 
Stephen  Case  aol 

James  Cayne  Bear  Stearns 
Richard  Chilton  hedge  funds 
Scott  Cook  TurboTax 

Leon  Cooperman  hedge  funds 

Ian  dimming  investments 
David  Duffield  PeopleSoft 
John  OHn  Edson  leisure  craft 
Michael  Eisner  Disney 
Richard  Farmer  cintas 
Stephen  Feinberg  Cerberus 
Paul  Fireman  Reebok 
Thomas  Flatley  real  estate 

Theodore  Forstmann 

leveraged  buyouts 

Richard  S.  Fuld  Jr. 

Lehman  Brothers 

Mario  Gabelli 

money  management 

Jeffrey  Gendell  hedge  funds 
Daniel  Gilbert  Quicken  Loans 
William  Greehey  oil  &  gas 
Pincus  Green  commodities 
Dorrance  Hill  Hamilton 

Campbell  Soup 

Richard  Hayne 

Urban  Outfitters 

Marvin  Herb  soft-drink  bottling 

Johneile  Hunt 

transport  services 

Robert  Johnson  television 
George  Joseph  insurance 


Stephen  Karp  real  estate 

Jeffrey  Katzenberg 

DreamWorks 

Robert  Kauffman  Fortress 
Investment  Group 

Teresa  Heinz  Kerry 

ketchup  inheritance 

Sidney  Kimmel  apparel 

Alexander  Knaster 

oil  &  gas 

Tracy  Krohn  oil  &  gas 
Kenneth  Langone 

investments 

Peter  Lewis 

insurance 

Leonard  Litwin  real  estate 
Gary  Magness  Liberty  Media 


Stephen  Mandel 

hedge  funds 

John  P.  Manning  real  estate 
Richard  Manoogian  Masco 
Maurice  Marciano  fashion 
Donald  Marron  investments 

Barbara  Hall  Marshall 

Hallmark 

Peter  May  leveraged  buyouts 

L.  Lowry  Mays 

Clear  Channel 

Robert  Drayton  McLane  Jr. 

Wal-Mart,  logistics 

Lowell  Milken 

investments 

Roger  Milliken  textiles 
Arturo  Moreno  billboards 


Randal  Nardone 

Fortress  Investment  Group 

Marc  Nathanson  cable 

Peter  Nicholas  Boston 
Scientific 

Marvin  (Buzz)  Oates  & 
family  real  estate 

Dwight  Opperman 

publishing 

Lynne  Pasculano  &  family 

auto  parts,  candy 

Richard  Perry  hedge  funds 

Elizabeth  Ann  Hall  Reid 

Hallmark 

Arthur  Rock  investments 
Howard  SchultZ  Starbucks 
David  Siegel  timeshares 
Charles  Simonyi  Microsoft 
Rajendra  Singh  telecom 
Daniel  Snyder 

Washington  Redskins 

Alexander  Spanos  &  family 

real  estate 

Thomas  Steyer  hedge  funds 
Joyce  Raley  Teel 

supermarkets 

Oakleigh  Thorne 

investments 

Kenneth  Tuchman 

call  centers 

Donald  Tyson  poultry 
Norman  Waitt  Jr.  Gateway 
Edward  Watkins  Jr. 

Simplex  Time  Recorder 
Alfred  P.  West  Jr.  investments 
Gary  West 

telemarketing 

Mary  West 

telemarketing 

Samuel  Wyly 

investments 

Jerry  Zucker  InterTech  Group 
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retirestronger.com 


How  do  I  love  thee? 


Let  me  count  the  ways.  (  . 

I  love  thee  to  the  depth  &  breadth  &  height 
My  soul  can  reach,  when  feeling  out  of  sight 
For  the  ends  of  Being  and  ideal  Grace. 


I  love  thee  to  the  level  of  everyday's 
Most  quiet  need,  by  sun  and  candlelight. 
I  love  thee  freely,  as  men  strive  for  Right; 
I  love  thee  purely  as  they  turn  from  Praise. 
-  Elizabeth  Barrett  Browning 


marriage  can  add  5  years  to  your  life 


The  AIG  companies  have  the  strength  to  be 
there  when  you  retire,  so  you'll  never  outlive 
your  money.  Ask  your  financial  advisor  about 
AIG  or  call  877  AIG  0993. 


live  longer  retire  stronger5' 


A  If*  I  THE  STRENGTH 
TO  BE  THERE 


Insurance  and  linancial  services  are  'provided  t)/  subsidiaries  ol.American  loiemalianal  Croup,  Inc.  ( 


rs 


#1  STATE 
FOR  BUSINESS 


FORBES.COM 

CNBC 

POLLINA 


THE  MOST  COMPREHENSIVE 
AND  IMPARTIAL  STUDIES  PUT 
VIRGINIA  FIRST.  PERHAPS  YOU 
SHOULD  00  THE  SAME. 


The  Forbes  400 
By  the  Numbers 

There  are  a  billion  ways  to  slice  and  dice 

The  Forbes  400.  Here  are  some  of  our  favorites. 

By  Carrie  Coolidge 


Oldest  Youngest 


member  of 
The  Forbes  400 
John  Simplot 

98 


member  of 
The  Forbes  400 
John  Arnold 


Average 

age  of 
a  Forbes  400 
member 


65 


Members  of  The  Forbes  400  who  have 

never  been  married:  11 

Members  of  The  Forbes  400  who  have  been 

divorced  at  least  once:  118 
Average  number  of  children 

of  The  Forbes  400:  3.2 


$1.54     $3.8  $1.3 


TRILLION 

Collective  net  worth 
of  The  Forbes  400 


BILLION 

Average  net  worth 
of  The  Forbes  400 


BILLION 

Minimum  net  worth 
of  The  Forbes  400 
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#1SWE  1 
FOR  BUSINESS 


FORBES.COM 

CNBC 

POLLINA 


Business-friendly  tax  environment. 
Location.  Market  access.  Education 
and  infrastructure.  These  are  just 
some  of  the  28  factors  by  which 
Virginia  was  judged  to  be  the  best 
pro-business  state  in  the  nation.  While 
it's  a  major  distinction  for  the  state, 
what  it  really  represents  is  a  huge 
opportunity  for  decision-makers  look- 
ing for  a  site  where  their  business  will 
flourish. 


For  a  prime  location,  contact  the 
Virginia  Economic  Devetopment 
Partnership  at  804-545-5700  or 
e-mail  to  info@YesVirginia.org. 
WWW.YESVIR6INJA.ORG 


Virginia! 

°  Best  State 
for  Business  I  Ranking 

««<»  Fot6es.com  CNBC  PoiStm 

2  :.v5i 


Members  of 
The  Forbes  400 
who  are 

entirely 
self-made 

270 

Their  average  net  worth 
•  9  billion 


Members  of 
The  Forbes 
400  who 

inherited 
their  entire 
fortune 

74 

Their  average  net  worth 
•  3  billion 


Members  of  The 
Forbes  400  who 
inherited  at  least 

a  portion 
of  their 
fortune 

56 

Their  average  net  worth 


$3 


$3 


Number  of  Forbes  400  members  who 
went  to  the  following  schools  (for  either 
undergraduate  or  graduate  studies) 


J4  1Q_ 


Harvard  Stanford  Yale  Princeton 


Women  on  The  Forbes  400:  39 

Their  average  net  worth:  $4  billion 


Members  of 
The  Forbes  400 
who  live  in 
California: 


Members 
of  The  Forbes  400  who  live 
in  New  York  State:  73 

Members  of  The  Forbes  400 
who  live  in  New  York  City:  64 


Jte 


_fiJLMJ 


p  Short 


Dropouts 


Tight  credit  markets,  a  housing  slowdown,  stock  drops  and  death 
knocked  57  people  from  last  year's  Forbes  400  | 


Peter  Nicholas.  Boston  Scientific.  Stock 
down  17%  over  past  12  months. 

J.  Russell  DeLeon.  Internet  gambling. 
Congress  shuts  down  online  betting, 
PartyGaming  stock  falls  75%. 

Rllth  Parasol.  Internet  gambling.  Congress 
shuts  down  online  betting,  PartyGaming 
stock  falls  75%. 

Manny  Mashouf.  Fashion.  Divorces  wife, 
loses  large  chunk  of  Bebe  stock. 

Peter  Lewis.  Progressive.  Insurance  stock 
down  19%. 

Tracy  Krohn.  W&T  Offshore.  Shares 
down  17%. 

Richard  Farmer.  Cintas  shares  off  5%. 

Scott  Cook.  Intuit.  Shares  down  14%. 

Alfred  P.  West  Jr.  SEI  Invest- 
ments. Shares  off  6%. 

David  Duffield.  PeopieSoft 
Still  a  billionaire,  but  can't 
keep  up. 

Leslie  Alexander.  First 
Marblehead.  Still  a  billionaire, 
but  can't  keep  up. 

Pincus  Green.  Commodities. 
Ex-fugitive  likely  still  invest- 
ing. But  he  can't  keep  up. 

Robert  Drayton  McLane 

Jr.  Wal-Mart,  logistics.  Shares 
down  10%. 

Robert  Galvin.  Motorola. 
Stock  down  32%. 

Thomas  Bailey.  Mutual 
funds.  Investments  likely 
gaining,  but  can't  keep  up. 

William  Pulte.  Pulte  Homes. 
Home  building  shares 
down  50% 

William  Boyd.  Casinos.  Splits 
fortune  with  his  daughter. 

William  McGuire.  United- 
Health Group.  Stock  options 
worth  less  now  after  being 
corrected  for  likely  previous 
backdating. 


Alexander  Spanos.  Real  estate  Softening 
home  building  industry  means  flat  fortune. 

Arturo  Moreno.  Billboards.  Richer  than  last 
year,  but  can't  keep  up. 

Daniel  Gilbert.  Mortgages.  Richer  than  last 
year,  but  can't  keep  up. 

Dorrance  Hill  Hamilton.  Campbell  Soup 
Shares  off  4%. 

Elizabeth  Wiskemann.  Franklin 

Resources.  Gives  stock  to  family,  charity. 

Gary  West.  Telemarketing.  As  rich  as  last 
year,  but  can't  keep  up. 

Mary  West.  Telemarketing.  As  rich  as  last 
year,  but  can't  keep  up. 

Gary  MagnesS.  Liberty  Media.  Richer  than 
last  year,  but  can't  keep  up. 


Howard  Schultz.  Starbucks  Coffee  stock 
down  18%. 

Thomas  Flatley.  Real  estate.  Still  a  billion- 
aire, but  can't  keep  up. 

James  Cayne.  Bear  Stearns.  Stock  down 
14%  amid  company's  hedge  fund  disaster. 

Jerry  Zucker.  InterTech.  Richer  than  last 
year,  but  can't  keep  up. 

John  Orin  Edson.  Leisure  craft.  Richer  than 
last  year,  but  can't  keep  up. 

John  P.  Manning.  Real  estate.  Building 
low-income  housing  isn't  what  it  was  last 
year. 

Jonathan  Lovelace  Jr.  Mutual  funds  Sells 

stake  in  Capital  Group  Cos.  back  to  company 
after  retirement. 

Joyce  Raley  Teel.  Supermarkets.  Richer 
than  last  year,  but  can't 
keep  up. 

Marvin  Herb.  Soft-drink 
bottling.  Coca-Cola 
Enterprises  stock  up,  but 
not  enough. 

Samuel  Wyly.  Investments. 
Richer  than  last  year,  but  can't 
keep  up. 

Charles  Simonyi.  Microsoft. 

Richer  than  last  year,  but  can't 
keep  up. 

Dwight  Opperman.  Pub 

lishing.  Richer  than  last  year, 
but  can't  keep  up. 

George  Joseph,  insurance. 

Richer  than  last  year,  but  can't 
keep  up. 

John  Krehbiel  Jr.  Moiex. 
Shares  down  30%. 

Kenneth  Langone.  invest 
ments.  Home  Depot  shares 
off  4%. 

Leonard  Litwin.  Real 
Estate.  Richer  than  last  year, 
but  can't  keep  up. 

Mary  Anselmo.  PanAmSat. 
Richer  than  last  year,  but  can't 
keep  up. 
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AT  W\nV.FORBESCOXFEREX('ES.COM/OFFICE20()7 


Presented  by 
Microsoft 

DFFICE2007.COM 

It's  a  new  day.  It's  a  new  office. 


SI'O.NSOUKII  -:\ 


Forbes 


lllC  waking  up  to  a  new  day  in  a  beautiful  French  country 
estate.You  could  win  a  trip  for  four  to  the  Forbes  Chateau  de  Balleroy 
in  Normandy,  France.  Balleroy  contains  a  landmark  collection  of  art- 
work, architecture,  courtyards  and  gardens,  and  houses  the  world's  first 
museum  dedicated  to  hot-air  ballooning. 


One  Grand  Prize  winner  will  be  selected  to  receive  a  deluxe  prize  package  that  includes: 

•  Four  nights'  luxury  guest  room  accommodations 

•  Gourmet  meals  prepared  by  a  private  chef 

•  Excursions  to  legendary  landmarks  such  as  Mont  Saint  Michel,  Monet's  gardens  in 
Giverny,  The  Landing  Beaches  and  the  Tapestries  in  Bayeux 

•  Trips  to  nearby  towns  including  Deauville  and  Honrleur 

•  Exciting  leisure  activities  such  as  horseback  riding,  cheese  tasting  and  clay  pigeon  shooting 

•  Round-trip  airfare  and  ground  transportation 

To  enter,  simply  visit  www.forbesconferences.com/OFFICE2007  and  discover  the 
more  intuitive  design  and  improved  features  of  the  new  2007  Microsoft*  Office  system 
—  helping  you  create  better  work,  faster. 


See  entry  conditions  on  facing  page,  and  IVeb  site  for  complete  Official  Rules. 


Paul  Fireman.  Reebok.  Richer  than  last 
year,  but  can't  keep  up. 

Richard  S.  Fuld  Jr.  Lehman  Brothers.  Stock 
down  17%. 

Robert  Johnson,  bet.  Viacom  stock  up  3%, 
but  can't  keep  up. 

Sehat  Sutardja.  Marvel  I.  No  longer  a 
billionaire,  shares  down  18%. 

Weili  Dai.  Marvell.  No  longer  a  billionaire, 
shares  down  18%. 

Stephen  Karp.  Real  estate.  Still  a  billion- 
aire, but  can't  keep  up. 

William  Morean.  Jabil  Circuit.  Shares 
down  13%. 


Deceased 

Leona  Helmsley.  Aug.  20,  2007 

New  York  City. 

James  Moran.  Apr.  24, 2007 
Deerfield  Beach,  Fla. 

Helen  R.  Walton.  Apr  19,  2007 

Bentonville,  Ark. 

Barbara  Cox  Anthony.  May  28, 2007 

Honolulu,  Hawaii 

W.  Duncan  MacMillan.  Oct  31, 2006 

Wayzata,  Minn. 

William  France  Jr.  June  4, 2007 
Daytona  Beach,  Fla. 

Ernest  Gallo.  Mar.  6,  2007 
Modesto,  Calif. 


Rules  of  the  Chase 

THE  LATE  JOHN  PAUL  GETTY  ONCE  OBSERVED,  "IF  YOU  KNOW  EXACTLY  HOW 
rich  you  are,  you're  not  really  rich."  We  don't  pretend  to  know  exactly,  either, 
but  we  can  get  pretty  close. 
Our  estimates  of  net  worth  are  deliberately  conservative  and  should  be  consid- 
ered "at  least"  figures.  We  do  our  best  to  value  everything,  including  stakes  in  pub- 
licly traded  and  privately  held  companies,  real  estate  holdings  and  investments  in  art, 
yachts  and  mansions.  We  spend  time  traveling  the  country  looking  for  billionaires 
who  would  prefer  we  left  them  off  the  pages  of  this  magazine.  We  interview  employ- 
ees, competitors,  customers,  ex-wives  and  securities  analysts.  We  dig  through  SEC 
documents,  court  records,  probate  records  and  newspaper  articles.  We  also  take  a 
hard  look  at  debt.  However,  we  do  not  pretend  to  know  what  is  listed  on  everyone's 
private  balance  sheet.  (That  is,  unless  a  private  balance  sheet  is  provided  to  us.  Three 
billionaires  showed  us  theirs  this  year,  and  we  took  steps  to  verify  their  veracity.) 

Our  estimates  are  a  snapshot  of  wealth  on  Aug.  3 1 ,  2007,  the  day  we  priced  pub- 
licly traded  shares.  Some  of  those  on  our  list  will  become  richer  or  poorer  within 
weeks — even  days — of  publication.  All  numbers  have  been  rounded  to  the  nearest 
$100  million,  except  for  fortunes  exceeding  $20  billion,  which  are  rounded  to  the 
nearest  $1  billion.  Privately  held  companies  are  valued  by  coupling  estimates  (or  in 
many  cases  company-provided  numbers)  of  revenues  or  profits  to  prevailing 
price/revenues  or  price/earnings  ratios  for  similar  public  companies.  We  have  not 
included  dispersed  fortunes  (Du  Pont,  Kennedy)  when  individual  net  worths  are 
below  our  minimum.  However,  we  add  "&  family"  to  someone's  entry  if  the  imme- 
diate relatives  of  the  individual  have  a  direct  influence  on  or  stake  in  a  particular  for- 
tune but  the  wealth  and  its  source  can  ultimately  be  traced  to  one  individual. 
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WWW.FORBESCONFERENCES.COM/OFFICE2007 

Test  drive  the  new  2007  Microsoft® 
Office  system  and  you  could  win  a 
spectacular  trip  for  four  to  the  Forbes 
Chateau  de  Balleroy  in  Normandy, 
France.  Your  prize  includes  lush 
accommodations,  thrilling  excursions 
and  meals  prepared  by  a  private  chef. 


Presented  by 

Microsoft 

OFFICE2007.COM 

It's  a  new  day.  It's  a  new  office. 


Sponsored  by 

Forbes 


No  purchase  necessary  to  enter  or  win.  A  purchase  will 
not  increase  your  chances  of  winning.  All  prize  package 

elements  subject  to  availability.  To  enter,  visit 
www.forbesconferences.com/0FFICE2007  between 
September  24,  2007  and  December  10,  2007,  view  a  short 
2007  Microsoft'  Office  system  presentation,  and  complete 
and  submit  the  online  registration.  Limit  one  registration/sweep- 
stakes entry  per  person  or  e-mail  address.  Entries  must  be 
completed  and  received  by  11:59  PM  ET  December  10,  2007 
to  be  eligible.  See  Web  site  for  complete  rules.  Sponsor: 
Forbes  Media  LLC,  60  Fifth  Avenue,  New  York,  NY  10011. 


he  Richest  People  in  A 

ALL  THE  MONEY  IN  THE  WORLD 


The  rich  are  almost  always  getting 
richer.  Here's  a  look  at  the  total 
wealth  (adjusted  for  inflation)  of 
The  Forbes  400  in  each  of  the 
26  years  it  has  been  published. 


Total  wealth 


imum  to  get  on  the  list 


Price  of  Admission 

As  new  fortunes  are  created,  the 
minimum  wealth  required  to  be 
listed  on  The  Forbes  400  rises. 


42      FORBES      OCTOBER  8,  2007 


ivironmentally  friendly  plastic  bags  are  a  beautiful  thing.  Ecoflex®  one 
the  latest  breakthroughs  from  BASF,  is  a  biodegradable  plastic  that 
n  be  used  in  bags  and  packaging.  It's  shelf  stable  for  one  full  year, 
en  completely  decomposes  in  compost  within  a  few  weeks.  Innovation 
popping  up  everywhere.  Learn  more  at  basf.com/stories 


! 


Iping  Make  Products  Better0 


The  Chemical  Company 


The  Richest  People  iiiAmerk^ 


ALL  THE  MONEY  IN  THE  WORLD 


Sources  of  Wealth 


Oil  and  manufacturing  fortunes  ruled  the  first  Forbes  400 
list  25  years  ago.  These  days  Wall  Street  is  king.  More  than 
one-quarter  of  the  fortunes  on  this  year's  Forbes  400  are 
from  finance  and  investments.  0j| 

...  jiogy 

Food 


Motions 


Real  Retail 
Estate 


(vian^3 


cturing 


Service  jS**** 


I 


1  to 

II 
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These  graphics  were  produced  with  research 
compiled  for  the  book  All  the  Money  in  the 
World:  How  the  Forbes  400  Make — and 
Spend — Their  Fortunes  by  Peter  W. 
Bernstein  and  Annalyn  Swan  (Knopf,  2007). 


hat  would  you  do  to  save  a  tree?  At  BASF,  we  developed  a 
iperabsorbent  polymer,  the  key  ingredient  used  in  fire-fighting  gels, 
lese  gels  are  superior  to  water  in  their  ability  to  provide  protection 
jainst  wildfires,  and  help  preserve  the  world's  forests  for  generations 
come.  Clearly,  this  is  an  innovation  everyone  can  appreciate, 
other  Nature  included.  Learn  more  at  basf.com/stories 


□-BASF 


Iping  Make  Products  Better* 


The  Chemical  Company 


The  Richest  People  in  America 


INTROSPECTION 


Secrets  of  the  Self-Made 

We  posed  20  questions  to  some  of  the  country's  wealthiest  entrepreneurs. 
A  sampling  of  their  responses,  from  the  sublime  to  the,  uh,  less  sublime.  Go  to 

forbes.com/secrets  for  more  |  By  Maureen  Farrell,  Lisa  LaMotta  and  Nicholas  Ciani 


What  is  your  favorite  book 

and  why? 
"  The  Art  of  the  Deal  by 
Donald  J.  Trump.  It  was  a  great 
read  in  1987,  a  number  one 

bestseller  then, 
and  nothing  has  changed." 
—Donald  Trump 


What  w  as  the  best  day  of  your  life? 
"Aug.  10  of  this  year.  I  put  S1.24  billion  into  my  checking 
account."  —Phillip  Ruffn 

"April  Fools'  Day,  1954.  The  day  I  met  my  wife,  Joan,  on 
a  blind  date."  —Sanford  Weill 


In  terms  of  time,  what  was  your  study-to-party  ratio  in  college? 
"Did  not  study  much.  Would  not  teli  my  kids  that." 

— John  Catsimatidis 

"I  didn't  attend  college,  but  still  had  a  good  time. 
I  think  I  probably  had  more  fun  than  any  human 
deserves  a  right  to  have."  — 0.  Bruton  Smith 


What  is  your  favorite  hobby? 
"Shark  fishing.  That's  the  best 

fishing  I  have  ever  done. 
I  strongly  recommend  having 
a  shotgun  available.  Some  of 

them  are  pretty  mean." 
—O.  Bruton  Smith 


How  much  is  the 
correct  amount  to  leave  to 
your  children? 
"A  billion  each." 

—John  Catsimatidis 

"All  of  it.  Let  them 
piss  it  away." 

-Phillip  Ruffin 

"S5  million  to  S50  million." 

—Richard  Rainwater 


What  is  the  hardest  lesson  you've  had  to  learn? 
"S50  million  to  your  kids  is  too  much."  —Richard Rainwater 

Which  decision  in  your  life  took  the  most  courage? 
"Having  a  baby  at  age  53."  —Jorge  Perez 

"Leaving  the  family  business."  —Ronald  Perelman 


What  is  your  greatest  guilty 

pleasure? 
"Chocolate  sorbet  and  pizza 
with  jalapenos." 

—Sanford  Weili 

"Sun  worship." 

—Eli  Broad 

"I  dream  a  lot  I  have  a 
whole  double  life.  The  best 
is  flying.  I  fly  a  lot  in 
my  dreams." 

—Kenneth  L.  Fisher 


What  entrepreneur  do  you 
most  admire? 
"Bill  Gates." 

—Sanford  Weill 

"Warren  Buffett." 

—Harold  Hamm 

"Andrew  Carnegie." 

— Eli  Broad 

"J.P.  Morgan." 

—Alan  Casden 


On  average,  how  many  employees  do  you 
interact  with  even'  dav? 
"24.78953."  -Kenneth  L.  Fisher 


What  did  you  dream  of 
becoming  when 
vou  were  a  kid? 


"Hunting  outfitter  or 
forest  ranger." 

—Kenneth  L.  Fisher 

"A  professional  baseball 
player  for  the  Chicago  Cubs. 

—Todd  Wagner 


If  you  had  three  months  to  live 
how  would  you  spend  them? 
"Working."  —Ronald  Peremuv. 

"Stupid  question! 
Lefs  move  on  to  the 
next  question!" 

—O.  Bruton  Smith 


Say  you  have  SI 00,000 

to  invest: 
What  do  you  do  with  it? 
"I  would  invest  in 
Canadian  real  estate. 
Global  warming  is  going  to 
make  Canada  an  ideal 
place  to  live." 
—Alfred  Taubman 


What's  the  next  billion-dollar 
idea  waiting  to  be  exploited? 
"Low-cost  solar  power." 

—  Eli  Broad 


"hat  is  your  worst  quality? 
"Hate  details." 

—John  Catsimatidis 


impatience." 

-Ronald  Perelman 


If  you  could  have  a  drink  with  anyone  on  the 
planet,  who  would  it  be? 
"Bill  Gates."  —Alfred  Taubman 

"Warren  Buffett."  —John  Catsimatidis 

"Bill  Clinton."  -Eh Broad 


"Me."  —Joseph  Jamail 

"Bin  Laden.  I  would  smile  and  look  into  his  eyes  as  he 
drank  the  poison."  —Timothy  Blixseth 
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nile  we  can't  do  much  about  the  traffic,  we  can  help  clean  the  air. 
emAir®  from  BASF  is  the  first  and  only  automotive  commercial 
talyst  that  destroys  ground-level  ozone,  a  key  component  of  smog, 
d  converts  it  into  pure,  breathable  oxygen.  Already  installed  on  over 
nillion  car  radiators,  PremAir  turns  cars  into  veritable  smog-eating 
achines.  It's  the  kind  of  sustainable  innovation  from  BASF  that  leaves 
eryone  breathing  easier.  Learn  more  at  basf.com/stories 

slping  Make  Products  Better® 


□ - BASF 

The  Chemical  Company 


The  Richest  People  in  America 


MAKING  IT 


Speed 
To  Wealth 

The  first  billion  really  is  the  hardest.  Here's  a  look  at 
how  fast  this  year's  biggest  gainers  added  to  their 
fortunes — plus  the  number  of  seconds  it  took 
other  famous  billionaires  to  make  $1,000. 

By  Klaus  Kneale 


Robson 
Walton 

$1,000  in 

45  seconds 


Kirk  Kerkorian 

$9  billion  this  year 
$750  million  a  month 
$24.7  million  a  day 
$1  million  an  hour 
$17,100  a  minute 
$285  a  second 

Sheldon  Adelson 

$7.5  billion  this  year 
$625  million  a  month 
$20.5  million  a  day 
$855,000  an  hour 
$14,300  a  minute 
$238  a  second 

Larry  Ellison  

$6.5  billion  this  year 
$540  million  a  month 
$17.8  million  a  day 

$740,000  an  hour 
$12,400  a  minute 

$206  a  second 

Michael  Bloomberg 

$6.2  billion  this  year 
$515  million  a  month 
$17  million  a  day 

$710,000  an  hour 

$11,800  a  minute 

$197  a  second 
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$1,000  in 

31.5  seconds 


Tom 

Lee 


51,000  in 

52.5  seconds 


Warren  Buffett  and 
Bill  Gates  

$6  billion  this  year 
$500  million  a  month 
$16.4  million  a  day 

$685,000  an  hour 
$11,400  a  minute 

$190  a  second 

Jeffrey  Bezos  

$5.1  billion  this  year 
$425  million  a  month 
$14  million  a  day 

$580,000  an  hour 
$9,700  a  minute 
$162  a  second 

Charles  Koch  and 
David  Koch  

$5  billion  this  year 
$415  million  a  month 
$13.7  million  a  day 
$570,000  an  hour 
$9,500  a  minute 
$159  a  second 

Carl  Icahn  

$4.8  billion  this  year 
$400  million  a  month 
$13.2  million  a  day 
$550,000  an  hour 
$9,100  a  minute 
$152  a  second 


STOPWATCH  BY  JOHN  KUCZALA  FOR  FORBES, 

STOPWATCH  COURTESY  OF  HANART  AT 

WWW  STOPWATCHESUSA.COM; 

PHOTOGRAPHS  CLOCKWISE 

JAMIE  RECTOR  /  BLOOMBERG  NEWS. 

JOHN  SCIULLI  /  GETTY  IMAGES, 

EVAN  AGOSTINI  /  GETTY  IMAGES. 

JAMIE  MCCARTHY  /  GETTY  IMAGES  (3), 

BETH  CLAGGETT  /  BLOOMBERG  NEWS 


David 
Geffen 

$1,000  in 
22.5  seconds 
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[IN  SBILLIONS  (CURRENT  DOLLARS) 


Sam  Walto  1 1  $3.0 

Gordon  Getty  i  $3.8 
John  Kluge  i  $1.3 

Sam  Walton  $3.2 


Sam  Walton  $7.2 


Henry  Hillman  $1.7 

Warren  Buffett,  John  Kluge  $3.3 
Bill  Gates!  $1.9 

Bill  Gates !  $3.5 


Rupert  Murdoch,  Bill  Gates  j  $2.2 

Warren  Buffett  j  $5.6 
Edward  Johnson  III !  $4.7 
Bill  Gates 

Bill  Gates !  $4.9 


Warren  Buffett  j  $6.1 
Warren  Buffett  $3.2 

Charles  Ergen  j  $5.1 
Warren  Buffett  |  $5.5 

Sheldon  Adelson  $9.0 


Sheldon  Adelson  $9.3 
Kirk  Kerkorian  $9.0 
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Biggest  Gainers 
Over  the  Years 

Someone  has  to  make  the  most  every  year.  In  2000  the  dot-com 
bubble  helped  Larry  Ellison  add  $54  billion  to  his  fortune,  giving  him 

the  largest  one-year  gain  in  the  history  of  The  Forbes  400.  He  lost 
much  of  it  the  following  year.  Here  are  the  biggest  gainers  (in  current 
dollars)  for  each  year  we've  published  our  ranking. 


Bill  Gates  $27.5 


Bill  Gat 


Larry  Ellison 


$32.9 


Biggest  Losers  of  2007 


Most  of  The  Forbes  400  got  richer  this  year.  A  few  weren't  so  lucky.  Roland 
Arnall  lost  $1.5  billion  as  lawsuits  and  the  subprime  lending  meltdown  wrecked 
his  Ameriquest  mortgage  operation. 


Roland  Arnall 


John  Abele 


David  Filo 


-$1.5  billion  this  year 
-$125  million  a  month 
-$4.1  million  a  day 

-$171,000  an  hour 

-$2,850  a  minute 


-$600  million  this  year 
-$50  million  a  month 
-$1.6  million  a  day 
—$68,500  an  hour 
-$1,100  a  minute 


-$500  million  this  year 
-$42  million  a  month 
-$1.4  million  a  day 
-$57,000  an  hour 
-$950  a  minute 

STOPWATCH 

PHOTOGRAPHS  AP  (2).  BLOOMBERG  NEWS  (3).  CARNEGIE  MUSEUM  OF  NATURAL  HISTORY  (1), 


Y  JOHN  KUCZALA 
GETTY  IMAGES  (22) 
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COST  OF  LIVING  EXTREMELY  WELL  INDEX 


The  Price  of  Living  Well 

Over  the  past  year  the  cost  of  our 
basket  of  luxury  goods  climbed  6%, 
more  than  double  the  rate  of  inflation. 

By  Brian  Zajac 
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Catered  dinner  serving  40,  Ridgeweils,  Bethesda,  Md. 

Founded  in  1928  as  a  family  business  catering  to  diplomats,  Ridgeweils  has  now  accommodated  thousands 
of  events,  including  White  House  dinners.  A  change  in  menu  comes  with  a  price  increase  for  our  listed  gathering. 

$7,469 

$9,795 

Silverware  Lenox,  Williamsburg  Shell  pattern,  4-piece  place  setting  for  12 

The  price  of  silver  keeps  rising.  This  setting  now  costs  60%  more  than  two  years  ago. 

5,424 

6,960 

Coat,  natural  Russian  sable  Maximilian  at  Bloomingdale's 

Rare  fur  is  valued  for  its  silky  quality  and  light  weight. 

190,000 

225,000 

Face-lift  American  Academy  of  Facial  Plastic  &  Reconstructive  Surgery 

Noninvasive  procedures  have  become  the  trend  for  younger  looks, 
but  rising  insurance  costs  help  boost  the  cost  of  surgery. 

14,500 

17,000 

Shoes  men's  black  calf  wingtip,  custom-made,  John  Lobb,  London 

Kings,  maharajas,  actors,  singers,  politicians,  business  moguls  and  literati 
are  among  the  famous  clients  for  these  handmade  shoes. 

4,128 

4,566 

Watch  Patek  Philippe  classic  men's  in  gold  (Calatrava),  alligator  strap 

The  maker  of  the  first  Swiss  wristwatch  labels  each  piece  with  the  Geneva  Seal, 
the  highest  official  quality  distinction  in  the  watchmaking  industry. 

17,600 

19,200 

Motor  yacht  Hatteras  80  MY  (with  1,550hp  Caterpillar  C-32  engines) 

Sleek  styling  and  spaciousness  add  to  the  comfort  of  this  luxury  yacht. 

4,870,000 

5,118,000 

Thoroughbred  yearling,  average  price,  Fasig-Tipton  Saratoga  summer  sale 

After  reaching  record  sales  in  2006,  the  Thoroughbred  market  has  cooled  off  by  about  1 0%. 

323,731 

289,310 
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CONDOMINIUMS  AVAftABLE  FALL  2007 


Explorewnyresidences.com  •  1 23  Washington  Street  ♦  212.385.1100 
developed  by  The  Moinian  Group  •  Architecture  by  Gwathmey  Siegel  -  Interiors  by  Graft  •  Marketing  &  Sales  by  SHVO 

a"  c'''0''2-pr0|?ct  T!le  Res,dences  "  th"= w  New  York  Downtown  are  not  owned,  devoloped-or  sold  by  Starwood  Hotels  &  Resorts  Worldwide.  Inc..  or  their  affiliates  The  Moinian  Group 
i,    '  trade^ar,k>  and  ,rif,dc  narnes  under  a  license  from  Starwood  Hotels  &  Resorts  Worldwide.  Inc. This  is  not  ah  offer  to  sell  or  solicitation  of  offers  to  buy.  nor  is  any  offer  or  solicitation 
Here  prohibited  by  law.The  statements  set  forth  herein  are  summary  in  nature  and  should  not  be  relied  upon.  A  prospective  purchaser  should  refer  to  the  entire  set  of  documents  provided  jfu 
i.ar,  L,ro«p  and  should  seek  competent  legal  advice  in  connection  therewith.  All  illustrations  are  3rt,st's  representations  and  do  not  constitute  a  representation  of  any  aspects  of  the  final' "4S 
Sponsor:  23  Washington  LLC.  530  Fifth  Avenue.  Suite  1800  New  York;  NY  10036. The  complete  offering  terms  are  in  an  offering  plan  available  from  sponsor.  File  No  CD06-0687  -£3 
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UP-AND-COMERS 


What 
About ... 

The  reasons  some 
high-profile  money 
accumulators  aren't 
on  The  Forbes  400.  Yet. 

By  Emma  Lind 

Tiger  Woods.  Woods  has  earned  an  esti- 
mated S650  million  (before  taxes)  since  turning 
pro  1 1  years  ago.  He's  regularly  near  the  top  of 
our  Celebrity  100  list  and  last  year  became  the 
first  athlete  in  history  to  earn  $100  million  in 
one  year — 90%  of  it  from  endorsements  and 
appearances.  Barring  a  catastrophic  injury,  we 
expect  Tiger  will  become  a  billionaire  around 
2010.  Sound  investing  and  brand  management 
could  land  him  on  The  Forbes  400  soon  after. 

Mark  Zuckerberg.  Rumors  swirling  around  Silicon 
Valley  suggest  Zuckerberg's  widely  popular  online  social  net- 
working site  Facebook  could  fetch  more  than  $10  billion.  That 
seems  too  high  to  us.  The  company  has  only  $150  million  or  there- 
abouts in  annual  revenues.  Sure  it's  growing  fast.  But  for  the  company  to 
be  worth  $4.3  billion — making  Zuckerberg's  estimated  30%  stake  worth  the 
$1.3  billion  price  of  admission  for  this  year's  Forbes  400 — Facebook  would 
need  to  sell  for  nearly  30  times  sales. 

Larry  A.  SHverStein.  Conspiracy  theorists  regularly  suggest  real  estate 
mogul  Silverstein,  who  with  partners  bought  the  lease  to  New  York's  World  Trade 
Center  six  weeks  before  Sept.  11,  2001,  is  a  billionaire  because  $4.6  billion  in 
insurance  money  was  allocated  to  him  and  his  creditors  in  the  years  following 
the  attacks.  But  he  is  required  to  use  the  funds  to  rebuild  the  site  with  the 
Port  Authority  of  New  York  &  New  Jersey.  And  the  building  will  have  a 
mortgage. 

J.  DaHuS  Bikoff.  Earlier  this  year  Bikoff  sold  Glaceau  and  its  sports  drink 
Vitaminwater  to  Coca-Cola  for  $4.1  billion.  Many  instantly  pegged  him  a 
billionaire.  Turns  out  he  owned  significantly  less  than  25%  of  the  company  and 
had  some  500  co-owners,  including  the  Indian  firm  Tata  Group,  which  owned 
30%,  the  largest  stake.  After  taxes,  he  didn't  clear  $1  billion. 

Stephen  Feinberg.  The  secretive  leader  of  Cerberus  Capital  Management 
bought  Chrysler  earlier  this  year.  He  is  almost  certainly  a  billionaire  and  probably 
worth  tar  more,  depending  on  the  amount  of  cash  he's  been  able  to  extract  from  his 
giant  private  equity  and  hedge  fund  operation.  But  what's  his  stake  in  Cerberus? 
Estimates  range  from  10%  to  more  than  50%.  We'll  spend  the  next  year  work- 
ing to  find  a  more  specific  answer.  (If  you  know,  please  give  us  a  call.)  F 


I  A 

Bill 

Vs.  Slim 

It's  been  an  intriguing  year  for 
wealth  watching.  Since  we  released 
our  list  of  The  World's  Billionaires  six 
months  ago,  declaring  Bill  Gates 
the  world's  richest  man,  Mexican 
telephone  mogul  Carlos  Slim  Held 
has  closed  the  gap. 

Who's  richer  now?  It  depends  on 
what  day  it  is.  On  Aug.  31,  the  day 
we  locked  in  stock  prices  for  this 
issue's  Forbes  400,  Slim  and  Gates 
were  each  hovering  at  around  S59 
billion.  They  were  within  $500  millior 
of  each  other — a  virtual  tie.  When 
dealing  with  fortunes  that  big,  we 
cannot  be  confident  that  our  valua- 
tions are  closer  than  $500  million  to 
the  mark.  Moreover,  a  move  of  $2  in 
the  share  price  for  Microsoft  or  a  big 
cell  phone  company  in  which  Slim 
holds  a  30%  stake  can  add  or  sub- 
tract a  billion  dollars. 

Gates'  overall  fortune  cannot  be 
reasonably  compiled  on  a  daily  basis, 
while  Slim's  can.  More  than  half  of 
Gates'  wealth  is  held  in  his  private 
investment  company,  Cascade,  which 
invests  in  private  entities  as  well  as 
publicly  traded  stocks  and  bonds. 
To  know  Cascade's  value  on  a  given 
day  is  impossible;  it  takes  months  of 
cultivating  sources  to  generate  an 
estimate  for  its  value  right  before 
we  go  to  press. 

No  question,  though,  that  Slim  is 
making  a  serious  case  for  the  title.  Hi 
fortune  has  swelled  20%  since  March 
while  Gates'  is  up  only  5%.  But  as  thi 
battle  has  no  bearing  on  The  Forbes 
400,  which  tracks  only  Americans, 
we'll  let  the  markets  settle  this  dis- 
pute. Maybe  in  March  there  will  be  c 
definitive  answer.    — Matthew  Milk 
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THE  FORBES  400 


The  Hotelier         The  Pharmacist      The  Casino  Boss         The  Grocer  The  Oilman 

Blixseth  Ruhr  Ruffin  Burkle  Catsimatidis 


Stakes 


One  night  5  members  of  The  Forbes  400  got 
together  to  play  poker  for  charity.  One  brought  an 
actress.  One  brought  his  daughter.  And  one  came  to  win. 
By  Matthew  Miller.  Photographs  by  Larry  Fink. 

ON  A  RECENT  BALMY  EVENING  IN  MANHATTAN  AN  OILMAN,  A  GROCERY  STORE 
owner,  a  drug  wholesaler,  a  resort  operator  and  a  casino  mogul  gathered  to  play 
some  poker.  The  game  was  No-Limit  Texas  Hold  'Em.  The  stakes:  $25,000 
apiece.  The  total  net  worth  among  the  5  men  at  the  table:  $10.7  billion.  All  of 
them  are  members  of  The  Forbes  400.  No  one  would  be  permitted  to  buy  more 
chips  once  the  game  began — though  some  of  them  would  try.  The  winner  would  have  the 
privilege  of  donating  the  entire  $125,000  pot  to  the  charity  of  his  choice. 

None  of  them  were  pals,  and  questions  loomed:  Is  business  really  just  a  poker  game?  Would 
each  billionaire  try,  relentlessly,  to  destroy  the  others  at  the  table  to  prove  he  is  the  ultimate 
dealmaker — or  would  they  all  show  up  simply  to  share  some  laughs  like  Wall  Street  traders 
after  a  day  of  gambling  other  peoples  money?  Might  they  find  another  way  to  compete — such 
as  who  shows  up  with  the  hottest  date? 

Short  answer:  Yup,  to  all  of  the  above.  John  Catsimatidis,  59,  made  his  fortune  buying  and 
holding  an  oil  refinery  and  New  York  real  estate  via  his  holding  company,  Red  Apple  Group;  he 
bet  only  when  he  believed  he  had  cards  to  win.  Ronald  Burkle,  54,  built  his  wealth  buying  and 
selling  supermarkets.  Known  for  his  famous  friends — President  Clinton,  the  rapper  Sean 
(Diddy)  Combs — he  was  awaiting  the  arrival  of  a  gal  pal  who  is  Almost  Famous,  though  she 
would  show  up  too  late  to  save  him. 

Pharmaceuticals  distributor  Stewart  Rahr,  61,  runs  drug  wholesaler  Kinray  out  of  Queens, 
N.Y.  and  often  hosts  celebrity  pals  at  his  mansion  in  East  Hampton.  He  had  spent  recent  weeks 
practicing  his  poker  face  on  his  employees  but  fared  better  in  a  key  role  for  any  poker  game: 
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ready  to  win.  "I'm  going  to  kick 
their  asses,"  he  vowed  on  the 
phone  the  day  before  the  game. 
When  he  arrived,  Ruffin  boasted 
about  the  $1  billion  profit  he  had 
raked  in  a  few  months  back  by 
selling  the  New  Frontier  to  a 
New  York  real  estate  company. 
Then  he  got  serious,  playing 
patiently,  betting  big  and  bluffing 
often — but  rarely  sharing  in  the 
laughs.  This  reporter  served  as 
dealer. 


OILMAN  CATSIMATIDIS  WON 
$5,000  on  the  first  hand.  But 
the  pro,  Ruffin,  won  the  next 
two,  with  Burkle  quickly 
folding  each  time  to  preserve 
cash  for  his  coming  guest. 
"The  last  text  message  she  sent 
me  said,  'Hold  on  to  your 
money.  Don't  lose  it  all.'"  The 
Rahr  played  The  Joker.  His  unhidden  agenda:  Don't  be  the  order,  it  turns  out,  came  from  actress  Kate  Hudson,  who 
first  to  lose.  Timothy  Blixseth,  57,  got  rich  on  timberland  showed  up  a  few  hours  later  to  finish  what  was  left  of  his 
and  ski  resorts  and  now  runs  Yellowstone  Club  World,  i  shrinking  stack  of  chips. 

which  charges  a  $1.5  million  initiation  fee.  He  was  happy  On  the  fourth  hand  Ruffin  got  aggressive.  After  a  few  rounds 

just  to  be  in  the  club.  of  betting,  Rahr  and  Ruffin  were  the  only  two  left  in  the  hand. 

And  the  casino  gambler?  Phillip  Ruffin,  72,  former  owner  "I'm  gonna  go  all  in,"  Ruffin  declared.  (That  means  he  bet  all 
of  the  New  Frontier  Hotel  &  Casino  in  Las  Vegas,  showed  up      of  his  chips,  forcing  the  other  players  to  match  his  bet  or  put 
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up  all  they  had  if  he  had  more — which,  pretty  much,  he  did.) 
"Phils  all  in,"  the  dealer  says. 

"Little  bit  early  for  that,  isn't  it?"  Catsimatidis  chides. 

"He's  got  an  appointment  later,"  teases  Rahr.  Suddenly 
the  game's  self-appointed  color  commentator  was  all  alone, 
facing  down  a  casino  mogul  across  the  table. 

Rahr  folded.  Ruffin  grabbed  the  $30,000  pot,  most  of  it 
his  own  money.  "Everything's  a  gamble,"  he  says  under  his 
breath.  A  few  hands  later  the  pro  goes  for  it  again,  raising 
his  bet  $2,000.  "How  much?"  Catsimatidis  yelps. 

"$2,000  to  you,  John  baby!"  Rahr  goads,  having  already 
folded  in  his  struggle  to  avoid  being  the  first  guy  to  get 
forced  from  the  game  for  running  out  of  money. 

"What  could  you  possibly  have?"  Catsimatidis  asks. 
Ruffin  just  smiles.  Rahr  needles  Catsimatidis  again:  "You've 
got  it,  John.  C'mon,  you  can  raise  the  price  of  oil  tomorrow." 

"Maybe  I  should  raise  the  price  of  oil  tomorrow,"  he 
responds— and  then  folds. 

Soon  after,  Czech  fashion  model  Helena  Houdova 
walked  into  the  room.  The  stunning  blonde  greeted  the  bil- 
lionaires at  the  table,  but  they  barely  looked  up;  they  were 
focused  on  the  game.  No  double  takes— it  may  have  been  a 
first  for  her  career.  Houdova  retreated  to  a  corner  to  join  two 
other  blondes:  Blixseth's  date  and  Catsimatidis'  17-year-old 


'7  ^ 


daughter,  Andrea  (whose  name  graces  the  library  in  the  chapel 
at  Camp  David;  her  dad  paid  for  its  construction  during  the 
term  of  the  first  President  Bush).  The  three  blondes  chatted 
amiably,  all  but  ignoring  the  big  hosts  at  the  table  nearby. 
Making  small  talk,  Burkle  told  his  opponents  he 


On  the  36th  hand  Catsimatidis 
casino  veteran. 
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the  forbes  400  High  Stakes 


would  be  flying  to  France  later  that  night,  and  Blixseth 
inyited  him  to  stay  sometime  at  Chateau  de  Farcheville,  a 
castle  he  owns  30  miles  outside  of  Paris.  Burkle  quickly 
accepted;  he  had  stayed  there  in  the  1990s  (before  Blixseth 
bought  it)  and  had  found  it  to  be  one  of  the  most  beauti- 
ful sites  he  had  ever  seen.  (Later  Blixseth  explained  that 
his  offer  was  gratis,  though  Burkle  could  easily  afford  the 
hotel  tab;  in  the  brotherhood  of  billionaires,  you  don't 
charge  a  colleague.) 

Blixseth  had  never  played  a  hand  of  poker  in  his  life,  but 
he  learned  quick!),  betting  and  folding  when  appropriate.  On 
the  twentieth  hand  he  thought  he  had  the  cards  to  win  big: 
two  pair,  aces  and  jacks.  He  went  all  in.  Catsimatidis,  with 
$6,800  of  his  chips  I     dy  in  the  pot,  quickly  folded.  But  the 


casino  boss,  Ruffin,  called  Blixseth's  bet — and  won,  with  a 
straight.  Blixseth  lost  it  all,  smiled  at  his  new  poker  buddies  and 
escorted  his  date  out  the  door  to  head  to  dinner. 

This  made  The  Joker  giddy:  "At  this  table,  money's  not 
important.  Staying  in  the  game  is,"  Rahr  says.  "I'm  so  proud 
that  I  wasn't  the  first  loser  of  the  group."  He  left  the  table  for 
a  hand,  then  returned  to  find  Ruffin  had  won  yet  another 
round.  "Did  I  come  back  at  a  good  time?"  Rahr  says.  "Usu- 
ally when  I  come  in  Phil  is  counting  his  chips." 

"You'd  have  time  to  read  a  book  this  time,"  Burkle  jokes. 
Ruffin  was  still  counting  when  the  dealer  began  passing  out 
the  next  hand.  "Sorry,"  Burkle  tells  Ruffin.  "Kind  of  rude  of 
us  to  start  when  you  aren't  done  stacking  your  chips." 

Rahr  ran  out  of  money  a  few  hands  later.  "I  lasted  with 
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the  forbes  400  High  Stakes 


/  -  Y1 


Would  eachftftllioriaire  Vuf  to 
*  destroy  the  oth^^jt  tbe  table — or 
?  •  show  up  simply  to  share  some  laughs? 


you  guys  for  an  hour  and  18  minutes,"  he  says.  "I'm  so  proud 
of  myself!"  Instead  of  bailing  out,  he  stuck  around  for  the 
quips,  letting  one  fly  moments  later  when  Almost  Famous 
star  Kate  Hudson  entered  the  room.  "Ah,  the  ringer  is  here," 
Rahr  proclaims,  grinning  widely. 

"I'm  still  alive,"  Burkle  tells  her.  "Good,"  she  answers,  and 
then  chirps,  "Hi,  guys!"  In  dazed  unison  the  group  says  hello. 

"I'm  out,"  Burkle  says,  rising  to  yield  his  seat  at  the  table 
to  her.  She  took  over  his  chips,  ready  to  take  on  the  only  two 
players  left:  Catsimatidis  and  the  game's  dominant  bettor  so 
far,  Ruffin.  Hudson  wanted  to  buy  a  new  pile  of  chips  to 
properly  challenge  them;  sorry,  Kate,  it's  against  the  rules. 

Burkle  took  a  seat  next  to  Catsimatidis'  teenage  daugh- 
ter, Andrea,  who  was  only  10  in  2000  when  Almost  Famous 
came  out.  Andrea  gazes  at  the  actress,  looks  at  Burkle  and 
asks:  "Is  that  your  daughter?" 

"Urn,  no.  She's  my  poker  coach,"  Burkle  responds  with 
a  smile.  If  he  was  embarrassed  by  the  question,  he  masked 
it  well. 

On  the  36th  hand  Catsimatidis  lost  his  last  $6,500  to 
casino  veteran  Ruffin.  "John,  it  was  a  good  run,"  Rahr  says. 
"The  consoling  part  is  you  weren't  the  first  or  second  out, 
and  your  daughter  is  proud." 

"I  went  down  in  flames,"  Catsimatidis  says,  dejected. 

"You  went  down  in  style,"  Burkle  says. 

"You  did  it  exact!  th  :  right  way— with  beautiful  ladies 
all  around,"  Hudson  says 

Meantime,  Ruffin  patiently  stacked  his  chips.  His  style  was 
much  like  the  way  he  turnec  hat  SI  billion  profit  on  his  casino 


earlier  this  year.  He  bought  the  dark, 
dirty'  New  Frontier  and  the  4 1  acres 
surrounding  it  for  SI 65  million  in 
1998.  While  Steve  Wynn  and  Sheldon 
Adelson  spent  billions  building 
megaresorts  on  adjacent  land  on  the 
Vegas  Strip,  Ruffin  remained  an  out- 
sider, content  to  run  the  ding)'  Fron- 
tier for  meager  profits  while  the  value 
of  the  ground  beneath  it  swelled. 
When  the  time  was  right,  he  pounced 
on  the  opportunity  to  sell  for  7.5  times 
what  he  had  paid  for  it. 

Ruffin  and  Hudson  teased  each 
other  for  six  hands.  On  the  seventh 
Ruffin  put  Hudson  all  in.  She  called. 
And  Rahr  stepped  in:  "Katie,  baby,  let's 
see  what  you've  got,"  he  flirts.  She 
turned  over  her  cards  and  lamented: 
"Oh  my  God,  I'm  screwed."  Rahr: 
"Yeah,  you  are  screwed." 

Thus  did  Ruffin  win  that  final 
hand  and  the  entire  Forbes  400 
poker  game.  Lesson:  Never  play  poker  against  a  casino 
mogul.  The  house  always  wins. 

AFTERWARD,  AS  EVERYONE  POSED  FOR  PIC- 
tures,  Rahr  handed  Ruffin  a  check  for 
O       mk  S25.000,  made  out  to  the  billionaire.  "Hey, 
^^H^Q  Phil,  things  are  a  little  tight  right  now.  Wait 
fl^H|0^  until  Thursday  to  cash  it?"  Rahr  said.  He  had 
WMi    told  the  loke  several  times  that  night.  Every- 
V    one  laughed  again  anyway.  Catsimatidis  also 
^^^^      wrote  a  check  to  Ruffin  on  the  spot  for 
$25,000;  Blixseth  had  left  a  check  earlier,  with  the  payee's 
name  left  blank.  But  Ron  Burkle  had  forgotten  his  check- 
book; he  asked  for  Ruffin's  address,  then  left  for  Paris, 
where  he  and  Hudson  would  be  caught  by  the  paparazzi 
as  they  walked  outside  his  hotel  (he  says  they  aren't  dat- 
ing). Burkle's  advisers  say  he  sent  a  check  and  a  congratu- 
latory note  to  Ruffin's  Wichita  post  office  box  when  he 
returned  from  France  the  following  week. 

A  month  later  Ruffin's  assistant  informed  FORBES  he  had 
donated  $125,000  to  the  American  Diabetes  Association. 
We  received  the  following  e-mail  from  Ruffin  a  few  days 
later:  "Matt,  so  far  no  check  from  Burkle.  I  paid  his  share  to 
the  charity.  Sorry  to  hear  he  can't  come  up  with  S25  thou." 

Turns  out  even  a  billionaire's  check  can  get  lost  in  the 
mail.  Ruffin  received  a  new  check  a  few  weeks  later.  F 

Additional  reporting  by  Klaus  Kneale  and  James 
Kuczmarski. 
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ONE  BILLION  DOLLARS  IS  NO  LONGER  ENOUGH.  THE  PRICE  OF  ADMISSION  TO  THIS,  THE  25TH  ANNIVERSARY 
edition  of  The  Forbes  400,  is  $1.3  billion,  up  $300  million  from  last  year.  The  collective  net  worth  of  the 
nations  mightiest  plutocrats  rose  $290  billion  to  $1.54  trillion. 

Wall  Street  led  the  charge,  despite  this  summer's  market  jitters.  Nearly  half  of  the  45  new  members  made 
their  fortunes  in  hedge  funds  and  private  equity.  Money  manager  John  Paulson  joins  the  list  after  pocketing 
more  than  $1  billion  short-selling  subprime  credit  this  summer.  Oilman  Harold  Hamm  landed  on  the  list 
after  taking  his  Continental  Resources  oil  and  gas  operation  public  in  May.  Brothers  Frank  and  Lorenzo 
Fertitta  scratched  and  clawed  their  way  onto  the  list  with  their  Ultimate  Fighting  Championship  pay-per- 
view  fight  fest.  Twelve  people  returned  to  the  list,  including  computer  memory  mavens  David  Sun  and  John 
Tu  and  oil  magnate  John  Catsimatidis. 

The  biggest  gainer  this  year  was  Kirk  Kerkorian,  who  padded  his  fortune  by  $9  billion  as  shares  of  his  MGM 
Mirage  casino  outfit  rose  135%.  Kerkorian  enters  the  Top  10  along  with  Google  billionaires  Sergey  Brin  and 
Larry  Page,  who  are  up  $4.4  billion  and  $4.5  billion,  respectively,  and  brothers  Charles  and  David  Koch,  who 
added  $5  billion  apiece  to  their  fortunes  on  surging  energy  and  commodities  prices.  They  replace  Microsoft 
cofounder  Paul  Allen  and  four  members  of  the  Walton  family. 

Seven  members  of  last  year's  list  have  died,  including  media  mogul  Barbara  Cox  Anthony.  She  is  replaced 
by  her  two  children,  James  Kennedy  and  Blair  Parry-Okeden.  Fifty  people  couldn't  keep  up.  They  include 
caffeine  king  Howard  Schultz,  whose  Starbucks  stock  has  languished  over  the  past  year,  and  Campbell  Soup 
heir  Dorrance  Hill  Hamilton,  who  had  appeared  on  every  Forbes  400  list  since  1982. 
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Warren  Buffett 

$52  BILLION 


Berkshire  Hathaway.  Omaha.  77. 

Widowed,  remarried;  3  children 


NATION'S  MOST  BELOVED  INVESTOR  IS  $6  BILLION 
richer  this  year  despite  handing  over  $2.1  billion  in 
Berkshire  Hathaway  stock  to  charity  in  July.  Berk- 
shire shares  up  24%  over  past  12  months;  have 
averaged  21.4%  annual  return  since  1965.  Son  of 
Nebraska  politician  delivered  newspapers  as  a  boy. 
Filed  first  tax  return  at  age  13,  claiming  $35  deduc- 
tion for  bicycle.  Studied  under  value  investing  guru 
Benjamin  Graham  at  Columbia.  Took  over  textile 
firm  Berkshire  Hathaway  1965.  Today  holding 
company  invested  in  insurance  (Geico,  General 
Re),  jewelry  (Borsheim's),  utilities  (MidAmerican 
Energy),  food  (Dairy  Queen,  See's  Candies).  Also 
has  noncontrolling  stakes  in  Anheuser-Busch, 
Coca-Cola,  Wells  Fargo.  Last  year  bought  Israeli 
cutting-tool  business  Iscar  and  electronic  compo- 
nents distributor  TTI.  Longtime  critic  of  efforts  to 
repeal  estate  tax;  says  wealth  should  not  pass  exclu- 
sively to  members  of  "lucky  sperm  club."  The 
Oracle  of  Omaha  had  long  promised  to  give  away 
his  fortune  posthumously.  Last  summer  irrevoca- 
bly earmarked  the  majority  of  his  Berkshire  shares 
to  charity,  mostly  to  the  Bill  &  Melinda  Gates 
Foundation.  Gift  was  valued  at  $3 1  billion  on  day 
of  announcement;  donation  will  far  exceed  that 
sum  so  long  as  Berkshire  shares  continue  to  rise. 
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Sheldon  Adelson 

$28  BILLION 

Casinos.  Las  Vegas.  74.  Divorced, 
remarried;  5  children 

cabdrtver's  son  borrowed 
$200  from  uncle  to  sell  newspapers 
at  age  12.  Studied  voice  in  teens, 
later  dropped  out  of  City  College 
in  New  York  City  to  become  court 
reporter.  Made  first  fortune  in 
trade  shows.  Created  computer  in- 
dustry's marquee  event,  Comdex, 
mid-1980s;  sold  show  to  Japans 
Softbank  for  $862  million  1995. 
Then  Vegas:  bought  Sands  Hotel 
&  Casino  for  $128  million,  demol- 
ished it  to  build  the  $  1 .5  billion  all- 
suites  Venetian  Resort  Hotel 
Casino  and  the  1.2-million-square- 
foot  Sands  Convention  Center. 
Changed  the  way  casinos  do  busi- 
ness by  enticing  conventioneers  to 
Sin  City  midweek,  taking  empha- 
sis off  gambling.  Sold  suites  for 
$250  a  night,  added  high-end 
retailers,  celebrity-chef  restaurants. 
Took  Las  Vegas  Sands  public 
December  2004;  shares  up  260% 
since.  Nearing  completion  of  $1.8 
billion  Palazzo  resort  next  to 
nemesis  Steve  Wynn's  (see)  Wynn 
Las  Vegas.  All  in  on  Asia:  opened 
$265  million  Sands  Macau  Casino 
May  2004,  recouped  entire  invest- 
ment in  one  year.  Unveiled  $2.4  bil- 
lion Venetian  Macau  in  August; 
10.5-million-square-foot  mega- 
resort  features  3,400  slots,  800 
tables,  3,000  suites  and  a  conven- 
tion center.  Won  coveted  Singa- 
pore gaming  license  last  year; 
?uilding  $3.6  billion  Marina  Bay 
sands  on  51 -acre  site  with  a  view 
)f  city's  skyline. 


Lawrence  Elliso! 

$26  BILLION 

Oracle.  Redwood  City,  Calif. 

ORACLE  TITAN  RESHAPIN(L| 
purchased  19  firms  foi  S12 
tail,  business  intelligence  scH 
Biggest  challenge:  making  t| 
Oracle  Fusion  in  2008.  Conj 
26%  to  $4.3  billion.  Chicag 
ate.  Started  Oracle  in  1977. 
nies  have  been  fiercely  con 
software  outfit  NetSuite;  pu 
million  he  is  required  to  d< 
yearning  to  win  yachting's  n 
to  Luna  Rossi;  rumored  to 
foot  Rising  Sun;  building  a  s 


|tanford  endowment, 
■J,  Andy  von  Bech- 
illion  from  venture 
aufield  8c  Byers  and 
seasoned  tech  exec 
un  operations.  Took 
iublic  2004;  shares  up 
iet  margins  30%.  Brin 
Page  heads  product 
into  TV,  cell  phones, 
t  Web  video  portal 
ar;  recently  partnered 
ics,  Salesforce.com. 
headquarters  to  solar 
i  to  "do  no  evil." 


Kirk  Kerkorian 

$18  BILLION 


Casinos,  investments.  Las  Vegas,  Los 
Angeles.  90.  Thrice  divorced,  2  children 

SON   OF   ARMENIAN  IMMIGRANT 
fruit  farmer  dropped  out  of  school  in 
eighth  grade.  Trained  U.S.,  British  fighter 
pilots  during  WWII.  Flew  surplus  Air 
Force  planes  across  Atlantic  after  war  be- 
fore building  charter  flights  company 
Trans  International  Airlines;  sold  for 
$104  million  profit  1966.  Acquired 
Flamingo  Hotel  in  Las  Vegas  1967,  built 
International  Hotel  1969.  Sold  both 
properties  to  Hilton  Hotels  1970.  Went 
Hollywood:  made  billions  buying  and 
selling  movie  studio  MGM,  3  times  since 
1969.  Back  to  Vegas:  nabbed  Steve 
Wynn's  (see)  Mirage  Resorts  for  $6.4  bil- 
lion 2000,  then  Mandalay  Bay  Resorts 
for  $7.9  billion  4  years  later.  Today  MGM 
Mirage  owns  more  than  half  the  hotel 
rooms  on  Las  Vegas  Strip;  shares  up 
140%  in  past  12  months.  Attempted  to 
personally  buy  Bellagio  casino,  unfin- 
ished 76-acre  resort  complex  CityCen- 
ter  from  MGM  Mirage  this  spring; 
pulled  out  after  company  struck  deal 
with  Kerzner  International  to  develop  40 
acres  of  land  on  Strip.  In  August  sold  half 
of  CityCenter,  9.5%  chunk  of  MGM  to 
Middle  East  investment  firm  Dubai 
World  for  $5  billion.  Spent  20  frustrat- 
ing months  fighting  to  reshape  General 
Motors;  believed  to  have  sold  entire  stake 
last  November. 


Michael  Dell 

S17.2  BILLION 


Dell.  Austin,  Tex.  42. 

Married,  4  children 


SOFT-SPOKEN  TEXAN  RECLAIMED 
chief  executive  spot  at  Dell  Com- 
puter in  January  for  first  time  since 
2004  after  numerous  setbacks 
pummeled  company's  shares.  Lost 
No.  1  spot  in  PC  market  to 
Hewlett-Packard  last  year  as  com- 
pany's long-standing  practice  of 
shunning  retail  outlets  and  selling 
desktop  PCs  directly  to  customers 
over  the  phone  or  Internet  floun- 
dered. Hired  former  Motorola 
exec  Ronald  Garriques  to  lead 
company's  global  expansion,  cut 
10%  of  company's  workforce, 
struck  deals  to  sell  desktop  com- 
puters in  Wal-Mart,  Sam's  Club 
stores.  Shares  up  25%  in  past  12 
months.  Battling  HP  for  China 
market.  Started  selling  computers 
from  U.  of  Texas  dorm  room  1984 
with  SI, 000;  dropped  out  to  start 
DelL  Took  public  1988,  grew  fast 
with  direct-sales  model.  Most  of 
net  worth  now  outside  DelL  Rein- 
vests via  private  investment  vehi- 
cle MSD  Capital:  equities,  real 
estate,  private  equity.  Republican 
sits  on  U.S.  Presidents  Council  of 
Ad\isors  on  Science  &  Technol- 
ogy.  Wife,  Susan,  created  upper- 
crust  (and  unaffordable)  fashion 
label  Phi. 


Charles  Koch 
S17 


Oil,  commodities.  Wichita,  Kans.  71. 

Married,  2  children 


David  Koch 

S1  7  3ILUON 


Oil,  commodities.  New  York  City.  67. 

TWO  SONS  OF  KOCH  INDUSTRIES  FOUNDER 
Fred  C.  Koch  (d.  1967),  MIT  grad  who  in- 
vented method  of  refining  gasoline  from 
heavy  oil.  Took  refining  innovation  to  Soviet 
Union  1929;  returned  home  1930s,  became  fer- 
vently anticommunist  Sons  Frederick,  Charles, 
David  and  William  (see)  inherited  Koch 


Industries  after  fathers  death;  duo  bought  out 
William  and  Frederick  for  S  1.1  billion  in  1983. 
Long-running  fraternal  feud  over  deal  settled 
2001.  Today  Charles  lords  over  nation's  largest 
privately  held  company:  chemicals,  pipelines, 
ranching,  commodities  trading,  lumber,  paper, 
also  refining  operations  in  Alaska,  Texas  and 
Minnesota  Estimated  sales  S90  billion.  Bought 
Georgia-Pacific  for  S21  billion  in  2005.  Com- 
pany owns  ranch  land  abutting  Yellowstone 
National  Park  in  Montana  and  Texas.  Charles: 
cofounder  of  conservative  think  tank  Cato  In- 
stitute. Recently  published  self-help  business 
book  The  Science  of  Success,  claimed  company 
would  go  public  "over  my  dead  body."  David 
ran  as  vice  presidential  candidate  on  the  Lib- 
ertarian Partv  ticket  in  1980. 
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I  Gates  and  Warren  Buffett  on  a  Boeing  Business  Jet 

I  Gates  became  a  Netjets  Owner  in  1 999 
irren  Buffett  became  a  Netjets  Owner  in  1995 
id  bought  the  entire  company  in  1998) 


>SI  EXPERIENCE  I  MARKET  LEADER  |  WORLD'S  LARGEST  FLEET  |  MOST  AIRCRAFT  TYPES  |  HIGHEST  SAFETY 
WDARDS  I  SUPERIOR  OWNERSHIP  EXPERIENCE  |  GLOBAL  OPERATIONS  |  A  BERKSHIRE  HATHAVAY  COMPANY 

TJ ETS  FRACTION  A-L'  JET  QWN&RSHIP  PROGRAMS      THE  MARQUIS  |ET  CARD      EXECUTIVE  JET  M^NAG^^H 


NETJETS.COM  1.S77.NETJETS 
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Record  prices  for  oil  and  gas  keep  these  wildcatters  rich.  Some  are 
pumping  their  fortunes  into  the  search  for  alternative  energy. 


George  Kaiser 

$11  BILLION 


Oil  &  gas,  banking.  Tulsa,  Okla.  65. 

Widowed,  remarried;  3  children 

FAMILY  FLED  NAZI  GERMANY  1938,  SETTLED 
in  Oklahoma.  Parents  developed  oil  and  gas 
business.  Took  over  1969;  expanded  into  real 
estate,  banking,  derivatives.  Today  Kaiser- 
Francis  produces  12  million  barrels  of  oil 
and  natural  gas  equivalents  annually.  Owns 
45  million  shares  of  BOK  Financial  worth 
$2.3  billion.  Also  runs  liquefied  natural  gas 
outfit  Excelerate  Energy;  has  invested  more 
than  $1  billion  in  LNG  ships  and  terminals 
over  past  few  years.  Fights  childhood  poverty 
through  George  Kaiser  Family  Foundation; 
pledged  $60  million  to  redevelop  a  blighted 
community  alongside  a  42-mile  stretch  of 
Arkansas  River. 


$8  2 


BILLION 


Energy.  Houston.  74. 

Widowed,  remarried;  4  children 


GREW  UP  POOR  IN  RURAI  TEXAS;  MOTHE... 
brother  died  when  he  was    i  u=ed  by  grand- 


mother: "Do  the  best  you  can  every  day'  Started 
Enterprise  Products  with  2  trucks  1968;  took 
public  3  decades  later.  Today  empire  stretches 
across  34,000  miles  of  oil  and  gas  pipelines.  With 
Anadarko  Petroleum,  launched  natural  gas 
processing  hub  and  pipeline  in  Gulf  of  Mexico 
earlier  this  year.  Hunter  displays  numerous 
trophy  heads  at  Texas  ranch.  Recendy  under 
legal  scrutiny  for  a  2002  Russian  hunting  trip: 
shot  a  moose,  sheep  from  helicopter. 

Leonard  Blavatnik 

$7.2  BILLION 

Access  Industries.  New  York  City.  50. 

Married 

"LEN"  IMMIGRATED  TO  U.S.  FROM  FORMER 
Soviet  Union  1978  at  age  21;  arrived  penni- 
less. Found  way  to  Harvard  Business  School. 
Started  industrial  holding  company  Access 
Industries  1986.  Partnered  with  school  friend, 
now  billionaire,  Victor  Vekselberg,  and  later 
Mikhail  Fridman.  Acquired  stakes  in  newly 
privatized  Russian  companies.  Trio  made  first 
fortune  merging  Tyumen  Oil  Company  and 
British  Petroleum;  firm  became  Russia's  2nd- 
largest  oil  company.  Reinvested  in  chemicals, 
metals.  Serves  on  board  of  Warner  Music.  Said 


to  have  paid  $27  million  for  an  apartment  on 
Fifth  Avenue  last  year. 

Robert  Rowling 

$6.4  BILLION 

Oil  &  gas,  hotels.  Dallas.  54. 

Married,  2  children 

CORPORATE  LAWYER  JOINED  FATHER'S  TANA 
Oil  &  Gas  1980;  merged  production  proper- 
ties with  Texaco  (now  Chevron)  for  stock  and 
cash  1989.  Rebuilt  Tana,  sold  to  Unocal  1999. 
This  year  exchanged  $400  million  worth  of 
shares  back  to  Chevron  for  cash  plus  oil  and 
gas  prospects  to  be  developed.  Well  diversi- 
fied: largest  piece  of  fortune  in  Omni  Hotels. 
Also  owns  Gold's  Gym,  Mexican  retail  chain 
Waldo's;  stock  in  PG&E,  Pogo  Producing, 
Bank  of  America. 

Robert  Muse  Bass 
$5.5 


BILLION 


Oil,  investments.  Fort  Worth,  Tex.  59. 

Married,  2  children 

SON  OF  TEXAS  WILDCATTER  PERRY  BASS 
(d.  2006).  Struck  out  on  own  after  Dad 
Continued  on  page  86 
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VISH  YOUR  RETIREMENT  PLAN 
HAD  A  LITTLE  MORE  OOMPH? 


HECK  OUT  PRUDENTIAL  INCOMEFLEX  . 


elps  ensure  your  retirement  savings  will  have  the  strength  to  carry  you  through 
rement.  IncomeFlex  is  a  guaranteed  lifetime  income  solution  that  can  energize 
jr  plan  with  innovative  features,  all  for  a  reasonable  fee: 

iuarantees  growth  of  your  income  base 
■enerates  guaranteed  lifetime  income 
tequires  no  annuitization 
tomes  with  an  optional  spousal  benefit 
its  right  into  your  existing  retirement  savings  plan 

jarantees  are  based  on  the  claims-paying  ability  of  the  insurance 
<mpany  and  are  subject  to  certain  limitations,  terms  and  conditions. 

maintain  the  IncomeFlex  benefit,  you  must  invest  in  one  or  more 
udential  IncomeFlex  Funds.  Like  all  variable  investments,  these 
ids  may  lose  value.  Guaranteed  growth  of  the  income  base  ends  at 
<e  70  or  when  guaranteed  withdrawals  begin,  whichever  is  earlier, 
ithdrawals  in  excess  of  the  guaranteed 
Hime  income  amount  will  reduce 
yure  guaranteed  withdrawals 
oportionately. 


ir  more  information  about 
RUDENTIAL  INCOMEFLEX5 

II  888-PRU-IFX8  (778-4398) 
visit  prudential.com/incomeflex. 


(S  Prudential 


Growing  and  Protecting  Your  Wealth8 


Prudential  IncomeFlex  Lifetime  Funds  are  separate  accounts  available  under  group  variable  annuity  contracts  issued  by  Prudential  Retirement 
irance  and  Annuity  Company  (PRIAC),  Hartford,  CT,  a  Prudential  Financial  company.  PRIAC  does  not  provide  any  guarantee  of  the 
istment  performance  or  return  of  contributions  to  these  separate  accounts.  PRIAC's  guarantee  of  certain  withdrawals  is  supported  by  PRIAC's 
eral  account.  Investors  should  consider  the  objectives,  risks,  charges  and  expenses  of  the  Funds  and  guarantee  features  before  investing, 
should  carefully  review  the  Prudential  IncomeFlex  Important  Considerations  before  investing.  Product  availability  and  terms  may  vary  by 
idiction.  Subject  to  regulatory  approvals.  Prudential  Retirement  and  Prudential  are  registered  service  marks  of  The  Prudential  Insurance 
ipany  of  America,  Newark,  NJ  and  its  affiliates.  Prudential  Retirement  is  a  Prudential  business. 


T-20070719-A024074 
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Harold  Hamm  (with  Coal),  photographed  by  David  Stuart  in  Oklahoma. 
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Harold  Hamm  $3.2 

Oil  &  gas.  Oklahoma  City.  61 .  Divorced,  remarried;  5  children 

YOUNGEST  OF  13  CHILDREN  GREW  UP  POOR;  PARENTS  PICKED  COTTON,  RAISED 
entire  family  in  one-bedroom  house  in  Oklahoma.  First  job:  gas  station  attendant. 
Founded  Harold  Hamm  Tank  Truck  Service  1966;  sole  asset  a  Bobtail  Ford  truck  used 
to  service  oil  wells.  Company  became  one  of  the  largest  oilfield  fluid  transporters  in  U.S. 
Started  oil  &  gas  exploration,  production  outfit  Continental  Resources  1967;  today  drills 
nearly  1,600  wells  in  13  states  across  the  Rockies,  Midwest  and  Gulf  Coast.  Took  com- 
pany public  in  May;  shares  flat  since  offering.  Sales:  nearly  $500  million.  Also  holds 
stakes  in  oil  firms  Hiland  Partners  and  Hiland  Holdings.  Recently  took  a  5-week 
African  safari,  hunted  with  a  camera  instead  of  a  rifle. 
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ardson  1959.  Passed  on  to  eldest  son,  Sid  (see), 
1 968;  brother  Robert  (see)  split  same  year.  Bass 
Enterprises  Production  Co.  pumps  estimated 
8  million  barrels  of  oil  and  gas  a  year.  Sold  stake 
in  firm  to  Southern  Union  for  $1.6  billion 
2005.  Now  looking  for  oil  in  harsh  waters  of 
maritime  Canada.  Lee:  invests  with  Sid;  bil- 
lions of  dollars  held  in  Cayman  Islands  invest- 
ment accounts.  Guest  at  White  House  dinner 
for  Queen  Elizabeth  earlier  this  year.  Ed:  spent 
S200  million  building  Biosphere  2  project  in 
Arizona  1990s;  sold  with  surrounding  land  to 
housing  developer  for  $50  million  this  year, 
leased  laboratory  to  U.  of  Arizona. 


T.  Boone  Pickens 

BILLION 

Oil  &  gas,  investments.  Dallas.  79. 

Thrice  divorced,  remarried;  5  children 


George  Phydias  Mitchell 

$2.8  BILLION 

Mitchell  Energy.  The  Woodlands,  Tex.  88. 

Married,  10  children 

SECOND-GENERATION  GREEK  IMMIGRANT 
studied  petroleum  engineering  at  Texa 
A&M  before  founding  Mitchell  Energy  8 
Development  1946.  Wildcatter  made  for 
tune  in  north  Texas  gas  fields;  sold  grounc 
to  Devon  Energy  in  2001  for  $3.5  billion 
Invested  proceeds  in  real  estate:  Bald  Heac 
Island  in  North  Carolina,  hotels  in  Gal 
veston,  Tex.  Nature  enthusiast  donated  $3: 
million  to  alma  mater  last  year  to  develop 
physics  department. 


Eugene  Shvidler 

$2.5  BILLION 


S3 


THE  FORBES  400 


POWER 
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passed  family  oil  business  to  brother  Sid 
(see).  Today  his  Oak  Hill  Capital  private 
equity  firm  manages  $23  billion.  Early 
investments:  St.  Petersburg  Times,  Continen- 
tal Broadcasting.  Sold  New  York's  Plaza 
Hotel  to  Donald  Trump  (see)  1994.  Led  $700 
million  leveraged  buyout  of  Duane  Reade 
drugstore  chain  2003.  This  year  bought  9 
TV  stations  from  New  York  Times  Co.  for 
$575  million.  Owns  stake  in  private  jet 
maker  Aerion;  expanding  freight  outfit 
Cargo  360  with  $1.4  billion  order  for  6 
Boeing  777  planes.  Dollars  helping  dollars: 
another  Oak  Hill  company,  Primus  Interna- 
tional, major  Boeing  parts  supplier. 

Robert  Earl  Holding 

$5  BILLION 

Energy,  hotels.  Sun  Valley,  Idaho.  80. 

Married,  3  children 

SON  OF  APARTMENT  MANAGERS  STARTED 
out  running  Wyoming  hotel  and  gas  station. 
Bought  10%  share  in  the  business,  expanded 
to  Utah,  Arizona.  Purchased  Sinclair  Oil 
1976.  Now  boasts  3  refineries,  1,000  miles 
of  pipeline,  2,600  filling  stations.  Last  spring 
sold  Barnett  Shale  natural  gas  acreage  to 
Chesapeake  Energy  for  $300  million.  With 
Holly  Corp.,  plans  to  build  a  S300  million 
pipeline  from  Salt  Lake  City  to  Las  Vegas. 
Owns  Sun  Valley  Ranch,  location  of  Herb 
Allen's  (see)  media  mogul  confab. 

Harold  Hamm  <32> 

$3.2  BILLION 
See  page  84. 

Lee  Bass 

$3  BILLION 

Oil,  investments.  Fort  Worth,  Tex.  51. 

Married 


Edward  Bass 

$2.5  BILLION 

Oil,  investments.  Fort  Worth,  Tex.  62. 

Married,  1  child 

FATHER,  PERRY  (D.  2006),  INHERITED  FAMILY 
fortune  created  by  oil  baron  uncle  Sid  Rich- 


OKLAHOMA  NATIVE  STUDIED  GEOLOGY  AT 
Oklahoma  State;  graduated  1951,  worked 
for  Phillips  Petroleum  for  3  years  before 
striking  out  on  own.  Founded  Mesa  Petro- 
leum 1956  with  $2,500.  Produced  plenty  of 
oil  and  gas,  lots  of  debt.  Sold  to  Richard 
Rainwater  (see);  made  name  with  attempted 
hostile  takeovers  of  Gulf,  Phillips,  Unocal. 
Last  year  his  BP  Capital  hedge  fund  made 
SI  billion  in  profit  betting  on  crude  oil, 
natural  gas,  Canadian  tar  sands.  Predicts 
his  next  fortune  will  be  made  in  water;  owns 
vast  water  rights  in  Texas  Panhandle.  Also 
plans  to  build  world's  largest  wind  farm. 
Son  Michael  charged  with  stealing  53,000 
worth  of  fishing  equipment  in  Connecticut 
last  summer.  Staple  on  Republican  giving 
circuit  has  donated  $500  million  to  charity 
in  past  2  years. 


Richard  Kinder 

$2.9  BILLION 

Pipelines.  Houston.  63. 

Divorced,  remarried;  1  child 

FORMER  ENRON  PRESIDENT  LEFT  FIRM 
1996;  uncomfortable  with  "asset-light" 
strategy.  Bought  Enron  pipeline  business 
with  college  chum  William  Morgan.  More 
pipe  from  ConocoPhillips,  ExxonMobil, 
Shell;  added  Terasen  for  $5.6  billion  2005. 
Today  operates  38,000  miles  of  pipeline, 
more  than  150  terminals.  This  year  took 
company  private  for  $22  billion  with 
management  and  investors;  deal  backed 
by  Goldman  Sachs  and  Fayez  Sarofim 
(see).  Renamed  company  Knight  Inc.  Firm's 
ruptured  pipeline  spilled  1,500  barrels  of  oil 
into  upscale  neighborhood  of  Burnaby,  B.C. 
in  filly;  company  blames  city  contractor. 
Flies  coach  on  company  time;  fly  fisherman. 


Oil  &  gas.  London.  43. 

Married,  5  children 

MINORITY  PARTNER  IN  RUSSIAN  ODD 
tycoon  Roman  Abramovich's  Millhouse: 
firm  created  2001  to  manage  assets  owned  by 
Abramovich  and  his  partners.  Duo  founded 
oil-trading  outfit  Runicom  early  1990s.  Took 
control  of  oil  firm  Sibneft  1995;  sold  stake 
to  Russian  state-owned  gas  monopoly 
Gazprom  for  $  1 3. 1  billion  a  decade  later.  Last 
summer  agreed  to  buy  4 1  %  of  Evraz,  Russia's 
largest  steelmaker.  Took  drugmaker  Pharm- 
standard  public  in  May;  personally  owns  6% 
stake  worth  $150  million.  Other  invest- 
ments: Russian  meat  processor,  Moscow  real 
estate.  Abramovich  gave  Shvidler  his  yacht 
2006;  Le  Grand  Bleu  (The  Big  Blue)  came 
complete  with  65-man  crew,  helicopter, 
aquarium,  speedboat.  Boat  was  originally 
purchased  from  Paul  Allen  (see). 

Lynn  Schusterman  • 

$2.5  BILLION 

Oil  &  gas.  Tulsa,  Okla.  68. 

Widowed,  3  children 

I  WIDOW  OF  CHARLES  SCHUSTERMAN  (D. 
2000),  who  started  in  oil  and  gas  business 
1961.  Founded  Samson  Resources  a  decade 
later;  built  into  one  of  world's  largest  pri- 
vately held  energy  companies.  Today  Sam- 
son Investment  ruled  by  daughter  Stacy; 

I  spent  $1.3  billion  this  year  on  drilling  and 
development.  Operates  more  than  4,000  oil 
and  gas  wells;  owns  interests  in  another 
12,000.  Majority  of  sales  come  from  natural 
gas.  Dedicated  to  philanthropy:  Charles  & 
Lynn  Schusterman  Family  Foundation  con- 
tributes to  various  Jewish  causes;  more  than 
$100  million  in  assets. 
Continued  on  page  90 
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TRUMP  SOHO 


HOTEL  CONDOMINIUM  NEW  YO  R  K 


246  spring  street,  new  york  city  •  call  212.612.1561  •  trumpsoho.com 


CO-EXCLUSIVE  MARKETING  AND  SALES  BY  PRODIGY  INTERNATIONAL  DEVELOPMENT  SALES  AND  CORE  GROUP  MARKETING 
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Koch  $2  BILLION 

Oxbow  Corp.  Palm  Beach,  Fla.  67. 

Twice  divorced,  remarried;  5  children,  1  stepchild 

ONE  OF  4  SONS  OF  FRED  KOCH,  MIT  GRAD  WHO  INVENTED 
method  of  refining  gasoline  from  heavy  oil.  Expanded  oil 
industry  in  U.S.S.R.  1930s;  returned  home  before  World 
War  II.  Founded  Koch  Industries,  passed  on  to  sons  after 
death  in  1967.  Bill  attended  MIT.  With  brother  Frederick, 
sold  stake  to  brothers  Charles  and  David  for  $  1 .3  billion  1 983. 
Later  had  buyers  remorse;  sued  duo  for  larger  sum,  even- 
tually settled.  Reinvested  via  Oxbow  holding  company: 
petroleum  coke,  coal,  natural  gas.  Sales:  $3.7  billion.  Art 
collector  owns  works  by  Picasso,  Matisse  and  Renoir. 
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ellencc  in  Reach  Korean  Air  has  one  of  the  largest  global  networks  in  the  airline 
;try.  With  728  connecting  flights  to  1  1  4  cities  in  over  37  different  countries,  you're  granted 
jxury  of  flying  anytime. 


Excellence  in  Flight 

KSREANAIR  & 
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John  Catsimatidis 

$2.1  BILLION 


Oil,  real  estate.  New  York  City.  59. 

Divorced,  remarried;  2  children 

SON  OF  LIGHTHOUSE  OPERATOR  EMIGRATED 
from  Greece  as  an  infant;  family  settled  in 
upper  Manhattan.  Studied  engineering  at 
NYU;  dropped  out  to  help  friend  save  fam- 
ily's fledgling  supermarket  business.  Opened 
first  Red  Apple  grocery  store  on  87th  and 
Broadway  1969.  Owned  10  stores  by  age  24; 
made  $25  million  a  year  in  revenue.  Plowed 
$5  million  into  Manhattan  real  estate  1977; 
property  worth  $100  million  5  years  later.  "A 
total  accident.  I  just  needed  a  place  to  put  all 
the  money  I  was  making."  Today  his  Red  Apple 
Group  owns  $500  million  worth  of  property; 


New  York's  Gristedes  grocery  chain.  Obsessed 
with  planes:  midlife  crisis  on  30th  birthday  led 
to  flying  lessons.  Bought  Roy  Disney's  (see) 
Cessna  206,  then  created  airline  to  haul  gam- 
blers from  New  England  to  Atlantic  City. 
Bought  Capitol  Airlines  1983;  outfit  quickly 
bankrupt.  Stumbled  upon  Chapter  1 1  proceed- 
ings of  United  Refining  Company  while 
trying  to  salvage  Capitol.  Purchased  oil  refiner's 
stock  for  $7.5  million.  Today  firm  owns  372 
gas  stations,  Pennsylvania  refinery.  Running 
for  mayor  of  New  York  City:  Friend  of  Bill 
plans  to  spend  a  few  million  dollars  during 
2009  primary,  another  $50  million  if  he  wins 
Republican  nomination. 

Aubrey  McClendon 

$2.1  BILLION 

Oil  &  gas.  Oklahoma  City.  48. 

Married,  3  children 

DUKE  GRAD  COFOUNDED  CHESAPEAKE 
Energy  in  1989  with  former  rival  Tom  Ward 
(see).  Oklahoma  company  now  4th-largest 
natural  gas  producer  in  U.S.  Diversified: 
venture  capital,  hedge  funds,  commodities 
trading.  Owns  20%  stake  in  pro  basketballs 
Seattle  Sonics.  Collects  wine  and  maps. 


Tom  L.  Ward 
$2.1 


BILLION 


Oil  &  gas.  Edmond,  Okla.  48. 

Married,  3  children 


U.  OF  OKLAHOMA  GRAD  COFOUNDED  CHESA- 
peake  Energy  with  former  rival  Aubrey 
McClendon  (see)  1989.  Left  last  year  to  buy 
controlling  stake  in  Texas  gas  producer  Riata 
Energy.  Renamed  SandRidge  Energy;  ac- 
quired Carl  Icahn's  (see)  oil  and  gas  outfit  NEG 
for  $1.5  billion  cash  and  stock  Buying,  drilling 
natural  gas  wells;  mulling  public  offering. 
Owns  stake  in  basketballs  Seatde  Sonics,  cat- 
tle ranches,  feedlot  operations.  Founded  White 
Fields  home  for  troubled  boys  in  Oklahoma. 


William  Koch 

$2  BILLION 


See  page  88. 


islie  Lampton  <2E> 

$2  BILLION 


Oil  refineries,  asphalt.  Jackson,  Miss.  82. 

Married,  7  children 


INTENSELY  PRIVATE  OIL  TYCOON  STUDIED 


Aubrey  McClendon 
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It's  time  to 
invest  in 
our  own 
backyard. 


Natural  gas  In  Wyoming  and  in  Colorado's 
San  Juan  Basin,  we're  investing  up  to 
$4.6  billion  over  the  next  15  years  to  increase 
production  of  natural  gas,  the  cleanest 
burning  fossil  fuel.  BP  is  a  leading  producer 
and  supplier  of  oil  and  natural  gas  in  the  U.S. 


Biofuels  In  California  and  Illinois,  we're 
investing  $500  million  over  the  next  ten 
years  to  establish  the  Energy  Biosciences 
Institute  to  explore  the  emerging  secrets  of 
bioscience  and  apply  them  to  finding  new 
sources  of  clean  and  renewable  energy. 

©  2007  BP  Products  North  America  Inc. 


Solar  In  Frederick,  Maryland,  we're 
embarking  on  a  $97  million  expansion 
project  of  our  solar  plant,  the  largest  fully 
integrated  solar  facility  in  North  America. 
We'll  also  upgrade  the  facility  by  employing 
sustainable  design  components. 


bp 


beyond  petroleum5 


bp.  com/us 


THE  FORBES  400 

ER 

PLAYERS 


at  U.  of  Mississippi.  Founded  Ergon  in  Jack- 
son, Miss.  1954;  built  into  refining  and 
chemicals  behemoth.  Estimated  sales 
in  2005:  $3  billion.  Owns  refineries  in 
Arkansas,  Mississippi,  West  Virginia.  Also  a 
producer  of  asphalt;  runs  largest  inland 
asphalt  waterway  transportation  operation 
in  the  country.  Subsidiary  develops  equip- 
ment for  communications,  telephony, 
homeland  security  operations. 

>ster  • 

$1  .9  BILLION 

Western  Refining.  El  Paso,  Tex.  49. 

Divorced,  2  children 

AMBITIOUS  YOUTH  SPENT  CHILDHOOD 
finding  ways  to  make  money:  manned  fire- 
work stands,  bagged  groceries,  sold  home- 
made candles.  Spent  teenage  summers  in 
New  Mexico  oilfields  welding  pipes,  digging 
ditches,  cleaning  tanks:  "The  single  biggest 
motivation  to  get  an  education."  Studied  at 
Baylor  U.,  became  CPA;  ran  finances  at  oil 
refineries  across  Southwest.  Hired  to  manage 
refinery  in  El  Paso  1993  following  bank- 
ruptcy. Founded  Western  Refining  1997, 
bought  El  Paso  refinery  2000.  Took  public 
last  year;  shares  up  190%  since.  Sales:  $4.3 
billion.  Donated  $3  million  to  alma  mater  to 
create  Paul  L.  Foster  Success  Center  2006. 

Marguerite  Harbert 

$1 .6  BILLION 

Inheritance.  Birmingham,  Ala.  84. 

Widowed,  3  children 

HUSBAND,  JOHN  MURDOCH  HARBERT  III 
(d.  1995),  turned  $6,000  winnings  from 
craps  table  into  a  large  construction  empire: 
airports,  power  plants,  Mideast  water  supply 


systems,  South  American  pipelines.  WWII 
vet  bought  coal  reserves  in  eastern  Ken- 
tucky, Tennessee  late  1960s;  traded  for  stock 
in  Amoco  during  energy  crisis  a  decade 
later.  Marguerite  met  John  in  elementary 
school;  duo  spent  most  of  their  lives  .travel- 
ing the  world,  playing  golf,  hunting  quail. 
Son  Raymond  manages  family  fortune. 

Wiiliam  Moncrief  Jr. 

$1  .5  BILLION 

Oil  &  gas.  Fort  Worth,  Tex.  87.  Twice  divorced, 
remarried;  4  children,  2  stepchildren 

WITNESSED  WILDCATTER  DAD'S  DISCOVERY 
of  6-billion-barrel  East  Texas  megafield  at 
age  10;  gushing  plume  of  oil  inspired  "Tex" 
to  join  family  business.  Studied  petroleum 
engineering  at  U.  of  Texas.  Served  in  Navy 
during  WWII.  Became  partners  with  dad, 
ran  company's  day-to-day  operations. 
Acquired  one-third  of  massive  Madden 
Deep  natural  gas  field  in  Wyoming  1972; 
field  grosses  at  least  $2  million  a  day.  Owns 
ranches  on  20,000  acres  on  Fort  Worths 
Barnett  Shale.  In  no  hurry  to  expand;  says 
drilling  rigs  too  expensive  right  now. 

Trevor  Rees-Jones 

$1  .5  BILLION 

Oil  &  gas.  Dallas.  57. 

Married,  2  children 

DARTMOUTH  GRAD  EARNED  LAW  DEGREE 
from  Southern  Methodist  U.  1978.  Practiced 
bankruptcy  law  in  Dallas,  left  to  invest  in  oil 
and  gas  1984.  Started  Chief  Oil  &  Gas 
decade  later.  Bet  early  on  Fort  Worths  Bar- 
nett Shale  natural  gas  field;  sold  out  to 
Devon  Energy  and  Crosstex  Energy  for 
$2.6  billion  cash  2006.  Now  runs  oil  drilling 
outfit  Chief  Operating. 

Jeffrey  Hildebrand 

$1  .5  BILLION 


Oil  &  gas.  Houston.  48. 

Married,  3  children 


FORMER  EXXON  GEOLOGIST  NOW  OWNS 
3rd-largest  privately  held  oil  company  in 
America.  Founded  Hilcorp  Energy  1989. 


T.  Boone  Pickens 


>rbes 

smanicom 


Everyone  talks  about  the 
world  s  ecology  problems 
Few  talk  solutions. 
We  do. 


Bought  out  former  partner  Thomas  Hook 
2003  for  $500  million;  loaded  up  on  debt  to 
finance  expansion.  Pumped  an  estimated 
25  million  barrels  of  oil  and  natural  gas 
equivalents  in  2006;  has  120  million  barrels 
in  reserve.  Buys  "mature"  fields,  deploys 
technology  to  squeeze  out  more  energy 
Gives  to  Houston  Zoo,  Contemporary  Arts 
Museum. 

Timothy  Headington 

$1.5  billion  

Oil,  investments.  Dallas.  57. 

Single 

FATHER  AND  UNCLE  WERE  BOTH  GEOLO- 
gists;  duo  ran  small  oil  and  gas  firm  until 
late  1970s.  Headington  played  tennis  at  U.  of 
Oklahoma;  took  over  operation  following 
fathers  death  1977.  Today  Headington  Oil 
produces  more  than  7  million  barrels  of  oil 
and  natural  gas  equivalent  each  year.  Push- 
ing into  new  territory;  drilling  Bakken  for- 
mation in  North  Dakota  and  Elm  Coulee 
field  in  Montana.  Supporter  of  Dallas  art 
scene  spending  $500,000  to  rescue  historic 
mosaics  from  Mercantile  Building.  Also 
built  stylish  Hotel  Lumen.  Going  Holly- 
wood: financing  The  Young  Victoria,  flick 
based  on  life  of  British  queen.  Academy 
Award-winning  director  Martin  Scorsese  is 
one  of  film's  executive  producers. 

Anne  Marion 

$1.4  BILLION 

Inheritance,  oil.  Fort  Worth,  Tex.  68. 

Thrice  divorced,  remarried;  1  child 

LEGEND  HOLDS  THAT  ANNE'S  GREAT- 
grandfather  Samuel  Burk  Burnett  won 
famed  6666  Ranch  in  Texas  in  high -stakes 
poker  game.  Truth:  he  bought  a  herd  of 
6666-branded  cattle  1875,  then  struck  oil 
1912.  Anne  inherited  family's  land,  earn- 
ings, oilfields  upon  death  of  her  mother 
1980.  Art  collector  founded  13,000-square- 
foot  museum  devoted  to  Georgia  O'Keeffe 
1997;  houses  1,149  paintings,  drawings, 
sculptures.  Husband  John  once  chairman 
of  Sotheby's  North  America.  Owns  homes 
in  Palm  Springs,  Jackson  Hole,  Santa  Fe. 


Visit  the  new  Forbes.com     sponsored  By: 
Eco-Solutions  Section 
www.forbes.com/ solutions 
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The  Forbes 
One  Billion 

By  Jeffrey  Sachs 


HE  FORBES  RANKING  OF  THE  SUPERRICH  IS  A  VALUABLE  I 
and  entertaining  public  service.  But  it's  missing  some- 
thing. We  need  a  Forbes  One  Billion  for  the  other  end  of 
the  scale — the  superpoor. 


If  journalists  spent  as  much  time  studying  the  lives  of  the 
poor  as  they  do  gazing  at  the  rich,  it  would  help  us  all  keep  our 
heads  on  straight.  We  would  marvel  at  a  world  economy  strange 
enough  to  sustain  such  gaps.  Wed  learn  not  to  blame  the  rich  for 
the  poverty  of  the  poor,  but  we'd  also  learn  not  to  blame  the  poor 
themselves.  Blame  is  a  primitive  response.  Entrepreneurship  is  a 


much  better  one.  The  Forbes  400  could  do  an  amazing  job  to 
help  The  Forbes  One  Billion  into  the  world  economy. 

A  Forbes  One  Billion  might  seem  a  tad  out  of  proportion  to 
The  Forbes  400,  or  its  sister  ranking,  the  World's  Billionaires 
( FORBES,  Mar.  26).  Yet  the  two  populations  are,  in  a  way,  strangely 
aligned.  In  the  most  recent  FORBES  global  tally,  946  billionaires  had 
an  estimated  combined  wealth  of  $3.5  trillion.  Let  us  assume  that 
the  billionaires  earn  a  10%  annual  return.  (The  combined  wealth 
of  The  Forbes  400  has  been  growing  at  an  average  pace  of  12%  a 
year  over  the  past  five  years.  This  figure  reflects  not  only  appreci- 
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SOME  PEOPLE  THINK 
ALL  INSURANCE  IS  THE  SAME. 

They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 

that  not  all  insurance  companies  treat  you  the  same. 

If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  real  insurance. 

So,  insure  with  the  best.  Insure  with  Chubb. 

To  learn  more,  go  to  chubb.com. 

Relax.  You're  insured  with  Chubb.SM 

COMMERCIAL  INSURANCE  •  SPECIALTY  INSURANCE  •  PERSONAL  INSURANCE 


CHUBB 


Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued. 
Chubb,  Box  1615,  Warren,  NJ  07061-1615.  ©  2007  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 
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ation  but  also  the  discovery  of  new  fortunes;  it  does  not  subtract 
out  inflation.)  That  would  be  around  $350  billion  per  year  in 
income,  for  the  roughly  1,000  who  make  the  cut.  Now  the  worlds 
bottom  billion  live  at  or  below  $1  per  day.  Let  us  assume,  some- 
what optimistically,  that  the  poorest  billion  have  a  per  capita 
income  of  $350  a  year,  making  their  combined  income  the  same 
$350  billion.  Voila!  The  gap  in  per  capita  income  of  the  worlds 
superrich  and  superpoor  is  a  neat  one  million  to  one. 

We've  met  the  billionaires.  Let  me  introduce  you  to  the  bil- 
lionth-aires.  I  meet  them  regularly  on  visits  to  the  villages  of 
Africa  and  Asia  and  the  highlands  of  the  Andes.  They  will  be 
delighted  to  meet  you  as  well,  with  a  hearty  smile,  a  handshake 
and  a  food  offering.  Alas,  their  generous  offering  to  you  likely 
means  no  meal  for  them  that  day. 

Most,  indeed,  up  to  three-fourths,  of  The  Forbes  One  Billion 
are  hungry  farm  families;  the  rest,  many  of  whom  are  hungry 
and  newly  arrived  from  the  countryside,  are  in  urban  slums.  The 
farmers,  surprisingly,  don't  have  enough  food  to  eat,  much  less  to 
sell  to  the  market.  They  are  caught  in  an  environmental  and 
financial  vicious  circle.  They  plant  each  year  without  the  benefit 
of  fertilizers  and  high-yield  seeds,  which  they  cannot  afford.  The 
result  is  a  harvest  yield  around  one-third  of  what  it  should  be 


and  soils  that  are  continually  being  depleted  each  harvest  of  „( 

remaining  nutrients.  The  yields  are  not  only  low,  but  stagnant  or  jf 
falling.  The  hunger  is  intensifying. 

Financial  markets  might  potentially  help  to  finance  the  input  ™ 
of  fertilizer,  seeds,  water  pumps  and  the  rest  that  is  urgently 

needed,  but" these  markets  are  not  (yet)  to  be  found  in  the  villages.  , , 

The  farmers  have  no  collateral,  no  savings  and  no  ability  to  bor-  w 
row,  subprime  or  otherwise.  Nor  can  they  bear  the  risk  of  even  a 
standard  loan  if  they  could  somehow  obtain  one.  In  the  event  of  a 

drought,  which  occurs  once  in  every  five  or  ten  years,  the  farmers  i 
would  default  on  their  debt  and  would  lose  their  land  and  quite 
possibly  their  lives  to  extreme  hunger  and  disease. 

That's  the  economy  of  the  bottom  billion.  Little  food,  no  y 
assets,  meager— if  any— cash  income.  No  collateral,  no  credit 

and  no  fertilizer.  And  in  the  villages,  no  roads,  no  electricity,  no  j, 

clinics,  no  safe  drinking  water.  But  yes,  warmth,  humanity,  hard  „ 

work  and  love  for  their  children.  And  hope,  especially  hope,  ^ 

even  in  faces  of  their  children  dying  of  malaria  for  want  of  a  $1  j, 
medicine  or  a  $5  bed  net. 

Americans  learn  from  The  Forbes  400  that  the  rich  by  and  ffl 
large  didn't  make  it  by  monopolies,  inheritance  or  government 

largesse.  They  were  often  very  creative,  very  hardworking  and  n 

extremely  lucky  in  riding  the  crest  of  globalization,  finance  and  « 

information  technologies.  Americans  will  learn  even  more  from  , 

The  Forbes  One  Billion  list.  They  will  learn  to  stop  blaming  the  v 


MEMBER  PROFILES:  HIGH  FLOOR.  EXTRA  PILLOWS.  YOU  WONT  EVEN  HAVE  TO/ 


poor,  or  today's  favorite  target  of  the  blame  game — African 
governments  supposedly  mired  in  megacorruption.  They  will 
turn  their  attention  to  other  things  that  count:  soils  depleted  of 
nutrients,  lack  of  infrastructure,  malaria  and  drought. 

The  Forbes  One  Billion  will  help  us  to  see  extreme  poverty  as 
a  global  anomaly  often  resulting  from  extremes  of  geography  as 
well  as  extremes  of  historical  bad  luck.  Readers  will  come  to 
know  some  of  the  impressive  democratic  leadership  of  Africa, 
such  as  President  Jakaya  Kikwete  of  Tanzania  and  President 
Amadou  Toure  of  Mali,  who  struggle  to  help  their  people  but 
with  government  coffers  that  are  as  impoverished  as  the  villagers 
themselves.  Nobody  is  stealing  untold  riches  in  Tanzania  and 
Mali;  there  aren't  untold  riches  to  steal. 

Now,  what  if  FORBES  can  also  arrange  for  the  FORBES  billion- 
aires to  meet  The  Forbes  One  Billion?  A  century  ago  the  world's 
richest  person,  John  D.  Rockefeller,  went  to  work  for  the  world's 
poor.  Heeding  the  social  gospel  of  Andrew  Carnegie  before  him, 
Rockefeller  felt  that  the  lasting  contribution  of  his  wealth  would 
be  to  improve  the  world.  And  nobody  has  done  it  better.  He 
conquered  hookworm  in  the  U.S.  South.  And  that  was  just  the 
start.  His  foundation  fought  malaria  in  Brazil,  yellow  fever 
worldwide  and  even  addressed  the  need  for  a  new  science  of 
public  health.  Most  remarkably,  perhaps,  his  foundation  shares 
credit  for  the  green  revolution,  which  sent  food  yields  soaring  in 
India,  East  Asia  and  Latin  America. 


Bill  Gates  is  today's  Rockefeller,  taking  on  AIDS,  tuberculosis 
and  malaria  in  hand-to-hand  combat,  with  new  drugs,  new  vac- 
cines, new  diagnostics,  new  delivery  systems.  He  has  persuaded 
his  friend  Warren  Buffett  to  put  his  wealth  to  the  cause.  Now, 
with  Carlos  Slim  Helii's  mobile  phone  fortune  pushing  him  into 
a  virtual  tie  with  Gates  for  the  number  one  slot  in  the  world 
wealth  ranking,  he,  too.  aims  to  put  billions  into  the  cause  of 
global  health.  Other  big  philanthropists  are  on  the  wealth  lists: 
George  Soros,  Sergey  Brin  and  Larry  Page  of  Google  and  more. 

Who  else  will  take  up  the  antipoverty  challenge?  There  are 
life-and-death  problems  to  occupy  the  best  of  the  world's  creative 
minds.  Who  will  get  credit  to  Africa's  impoverished  farmers  by 
creatively  linking  credit  with  climate  insurance?  Who  will  deliver 
the  Internet  to  the  schools  and  clinics,  safe  drinking  water  to  the 
parched  lands  of  Darfur,  solar  power  to  the  deserts  of  Mali,  emer- 
gency obstetrical  care  to  Tanzania  and  a  new  economic  start  in 
Haiti,  200  years  after  independence?  These  problems  require 
creative  and  dynamic  entrepreneurship  to  bring  the  right  tech- 
nologies and  delivery  systems  to  bear  in  a  race  against  time. 

Next  year  let's  read  about  The  Forbes  400,  The  Forbes  One 
Billion  and  especially  about  the  ways  that  FORBES  has  helped 
to  bridge  the  divide.  That's  a  Capitalist  Tool  that  can  change 
the  world.  F 

Jeffrey  Sachs  is  director  of  the  Earth  Institute  at  Columbia 
University  and  author  of  'The  End  of  Poverty. 
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Wealth  is  often  fleeting.  More  than  1,300  people  have  graced 
The  Forbes  400  since  1982.  These  are  the  32  members  who  have 
had  the  stamina  to  be  listed  every  single  year. 


Warren  Buffett 

$52  BILLION 


See  page  76. 


Kirk  Kerkorian 

$18  BILLION 


See  page  78. 


Charles  Koch 

$17  BILLION 


See  page  80. 


David  Koch 

$1  7  BILLION 


See  page  80. 


Donald  Bren 

$13  BILLION 


Real  estate.  Newport  Beach,  Calif.  75 

Twice  divorced,  remarried;  7  children 

SON  OF  HOLLYWOOD  PRODUCER  ATTENDED 
U.  of  Washington  on  skiing  scholarship; 
halted  Olympics  bid  after  injury  1956.  Built 
first  house  with  $10,000  loan  1958.  Developed 
10,000-acre  Rancho  Mission  Viejo  in  Califor- 


nia, sold  to  Philip  Morris  1967.  With  partners 
bought  real  estate  developer  Irvine  Co.  for 
$337  million  1977.  Became  sole  owner  1996. 
Today  portfolio  includes  25,000  undeveloped 
acres  in  Orange  County  ( 1 3,000  can  be  devel- 
oped), 400  office  buildings,  40  retail  centers, 
90  apartment  communities,  hotels,  marinas, 
golf  courses.  Gave  $20  million  to  UC,  Irvine's 
law  school  in  August. 

Anne  Cox  Chambers 

$12.6  BILLION 

Cox  Enterprises.  Atlanta.  87. 

Twice  divorced,  3  children 

DAUGHTER  OF  JAMES  M.  COX  (D.  1957), 
newspaper  reporter  who  bought  the  Dayton 
Evening  News  for  $26,000  in  1898.  High 
school  dropout  became  3-term  governor  of 
Ohio;  Democratic  presidential  nominee  in 
1920  with  FDR  as  his  running  mate.  Built 
media  empire.  Today  Cox  Enterprises  owns 
17  newspapers,  15  TV  stations,  80  radio  sta- 
tions, Manheim  Auctions  (used  cars),  stake 
in  AutoTrader.com  (online  classifieds).  Sales 
now  $13  billion.  Sister  Barbara  Cox 
Anthony  died  in  May. 


Philip  Knight 

$9.8  BILLION 


Nike.  Beaverton,  Ore.  69. 

Married,  3  children  (1  deceased) 


SHOE  BARON  RAN  TRACK  FOR  U.  OF  OREGON, 
teamed  up  with  coach  to  start  sneaker  com- 
pany 1964.  Gained  traction  with  innovative 
waffle  sole,  swoosh  logo,  superstar  endorse- 
ments. Today  Nike  commands  45%  of  the  U.S. 
athletic  shoe  market  Sales:  $16.3  billion.  Shares 
up  38%  in  past  year.  Partnered  with  Apple  to 
create  Nike  iPod  Sport  Kits;  units  allow  run- 
ners to  synch  sneakers  with  iPod  Nanos  to 
track  workout  data,  exercise  to  favorite  tunes. 
Recently  signed  sponsorship  deal  with  2008 
Beijing  Olympics.  Last  year  gave  $105  million 
to  Stanford  Business  School;  largest  single 
donation  ever  made  to  a  business  program. 


John  Kluge 

$9.5  BILLION 


Metromedia.  Palm  Beach,  Fla.  93. 

Thrice  divorced,  remarried;  3  children 


GERMAN  IMMIGRANT  STUDIED  AT  COLUM- 
bia  U.;  started  with  television  stations. 
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Amassed  fortune  buying  and  selling  broad- 
cast, cellular  properties.  Sold  out  to  World- 
Com for  $1.3  billion.  Became  richest  man 
in  America  1989,  lost  title  to  Bill  Gates  (see) 
3  years  later.  Today  holds  a  wide  range  of 
investments:  restaurants  (Ponderosa, 
Bennigan's,  Steak  &  Ale  chains),  peanuts. 
Collects  Aboriginal  art.  Pledged  $400  mil- 
lion to  alma  mater  in  April;  4th-largest  gift 
ever  to  an  educational  institution. 

Samuel  I.  Newhouse  Jr. 

$8.5  BILLION 

Media.  New  York  City.  79. 

Divorced,  remarried;  3  children 


Donald  Newhouse 

$8.5  BILLION 

Media.  Somerset  County,  N.J.  77. 

Married,  3  children 

SONS  OF  SAMUEL  NEWHOUSE  SR.,  FIRST- 
generation  American  who  parlayed  tiny  Bay- 
onne  Times  into  nation's  largest  privately 
owned  newspaper  chain.  Duo  took  over  after 
fathers  death  in  1979;  expanded,  diversified. 
Today  own,  operate  Bright  House  Cable  (2.2 
million  subscribers);  also  pieces  of  the  Dis- 
covery Channel,  Learning  Channel.  Donald 
oversees  weakening  newspaper  division 
(Cleveland  Plain  Dealer,  Newark  Star-Ledger). 
"Si"  heads  magazines  via  Conde  Nast  (New 
Yorker,  Vanity  Fair,  Vogue).  Stumbling 
online:  nearly  all  Conde  Nast  Web  sites  used 
mainly  to  sell  subscriptions,  deliver  magazine 
content.  Launched  business  magazine  Conde 
Nast  Portfolio  in  April.  Valuation  revised  this 
year  to  include  stunning  art  collection 
(Johannes  Lingelbach,  Rubens). 


Philip  Anschutz 

$7.6  BILLION 


Investments.  Denver.  67. 

Married,  3  children 


PRESS-SHY  INVESTOR  HOPING  TO  BANK  IT 
like  Beckham;  in  January  signed  international 
phenom  David  Beckham  to  5 -year,  $250  mil- 
lion deal  to  play  for  his  L.A.  Galaxy  pro  soc- 
cer squad.  Owns  stakes  in  pro  basketballs  L.A. 
Lakers,  hockeys  L.A.  Kings.  Also  arenas:  Sta- 
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He's  got  your  laugh.  And  your  love  of  ice  cream.  So  why  not  make  sure  he  gets  everything  else  you  want  him  to  have? 
With  more  than  100  years  of  experience  in  the  personal  trust  business,  Northern  Trust  offers  a  breadth  and  depth  of 
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and  sophisticated  wealth  transfer  strategies.  It's  your  legacy,  and  whether  it  lives  on  through  your  family,  community  or  favorite 
cause,  Northern  Trust  will  work  as  hard  to  preserve  it  as  you  did  to  create  it.  For  more  information,  call  866-803-5857 
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pies  Center  in  L.A.,  the  02  (formerly  Millen- 
nium Dome)  in  London.  Son  of  oil  driller 
bought  out  dad  1961,  struck  big  in  Utah  and 
Wyoming.  Moved  to  railroads  (Union  Pacific), 
fiber  optics  (Qwest),  movie  theaters  (Regal 
Cinemas),  ranches.  Sold  $1.5  billion  worth  of 
Qwest  shares  in  forward  sales  in  past  year. 
Moving  down  on  The  Forbes  400  via  philan- 
thropy: donated  $100  million  to  U.  of  Col- 
orado's medical  campus,  pledged  $500  million 
in  Qwest  shares  to  Anschutz  Foundation. 

David  Murdock 

$4.7  BILLION 

Investments.  Los  Angeles.  84.  Thrice  divorced, 
widowed;  3  children  (2  deceased) 

HIGH  SCHOOL  DROPOUT  DRAFTED  BY 
Army  1943,  moved  to  Detroit  after  WWII. 


Borrowed  $1,800  to  buy  diner,  flipped  for 
tiny  profit.  Built  homes  in  Arizona;  real 
estate  market  crashed,  moved  to  California. 
Buyouts:  Castle  &  Cooke  (Hawaii  real 
estate),  Dole  Food  (bananas,  pineapples). 
Doles  profits  hampered  last  year  by  Euro- 
pean Union's  new  banana  tariff.  Health 
fanatic  funding  $1.5  billion  research  campus 
in  Kannapolis,  N.C.  dedicated  to  nutrition. 
"It's  the  most  spectacular  thing  I've  ever 
been  involved  in." 


Lester  Crown  &  family 

$4.5  BILLION 

Investments.  Wilmette,  III.  82. 

Married,  7  children 


FATHER,  HENRY  (D.  1990),  FOUNDED  SAND, 
stone  and  gravel  firm  Material  Service  with 
2  brothers  in  1919  after  getting  fired  from 
$4-per-week  job.  Chicago  firm  became 
world's  largest  building  materials  distribu- 
tor; merged  with  General  Dynamics  1959. 
Today  family  retains  $2  billion  stake  in 
company;  also  stock  in  Alltel,  JPMorgan 
Chase.  Chairman  of  American  foreign  pol- 
icy think  tank,  Chicago  Council  on  Foreign 
Relations. 


Ross  Perot 


H.  Ross  Perot 

$4.4  BILLION 


Computer  services,  real  estate.  Dallas.  77. 

Married,  5  children 

SON  OF  A  TEXAS  COTTON  BROKER  JOINED 
Navy,  became  IBM  salesman.  Founded  Elec- 
tronic Data  Systems  1962.  Sold  to  General  Mo- 
tors 22  years  later  for  $2.5  billion.  Created  data 
processing  outfit  Perot  Systems  1988;  public 
1997.  Ran  for  President  twice;  railed  against 
Nafta,  budget  deficits.  Last  year  Perot  Systems 
opened  a  technology  center  in  Mexico,  uses 
offshore  labor  in  20  countries.  Son,  Ross  Jr., 
runs  Dallas  real  estate  firm  Hillwood. 
Redeveloping  6-million-square-foot  Air  Force 
base  into  industrial  complex  in  San  Bernadino, 
Calif  .;  building  4  million  square  feet  of  office, 
retail,  residential  space  around  American 
Airlines  Center  in  downtown  Dallas. 


Leonard  N.  Stern 

$4.1  BILLION 


Real  estate.  New  York  City.  69. 

Divorced,  remarried;  3  children 

JOINED  FATHER'S  HARTZ  MOUNTAIN  PET 
Products  at  the  age  of  21;  sold  company  for 
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$350  million  in  2000  to  private  equity  firm 
J.W.  Childs.  Began  buying  land  in  New  Jer- 
sey 1960s;  today  owns  38  million  square  feet 
of  commercial,  residential,  retail  properties 
from  Newark  to  Jersey  City.  Also  hotels: 
Manhattans  tony  Soho  Grand  and  Tribeca 
Grand.  Plans  to  redevelop  98-acre  site  of  a 
former  Ford  Motor  plant  in  Edison,  N.J. 

Ray  Lee  Hunt 

$4  BILLION 

Oil,  real  estate.  Dallas.  64. 

Married,  5  children 

YOUNGEST  SON  OF  TEXAS  WILDCATTER 
H.L.  Hunt  (d.  1974),  who  founded  company 
with  poker  winnings  and  was  said  to  be  the 
inspiration  for  J.R.  Ewing  character  on  TVs 
Dallas.  Half  brothers  Herbert  and  Bunker 
lost  fortunes  trying  to  corner  silver  market. 
Ray  Lee  stuck  with  oil,  made  huge  finds  in 
Yemen;  now  fighting  with  Yemeni  govern- 
ment over  control  of  fields.  Constructing 
new  liquefied  natural  gas  projects  in  Yemen 
and  Peru,  spending  $730  million  expanding 
oil  refinery  in  Alabama.  Hunt  Oil  recently 
inked  deal  to  explore  for  oil  in  Kurdish 
region  of  Iraq.  Owns  Hyatt  hotels,  office 
parks  in  Dallas/Fort  Worth  area. 


David  Rockefeller 


Stephen  Bechtel  Jr. 

$3.5  BILLION 


Engineering,  construction.  San  Francisco.  82. 

Married,  5  children 

THIRD-GENERATION  LEADER  OF  ENGINEER- 
ing  behemoth  that  built  the  Hoover  Dam 
and  Channel  Tunnel.  Became  Bechtel  presi- 
dent 1960;  chairman  1973.  Son  Riley  (see) 
now  in  command;  both  believed  to  own 
20%  of  company.  Revenues  exceed  $20  bil- 
lion; company  booked  $25  billion  in  new 
contracts  last  year.  Recently  pulled  out  of 
Iraq  after  completing  $2.3  billion  in  recon- 
struction work;  lost  52  workers  to  war  since 
2003.  Other  projects:  Tacoma  Narrows 
Bridge  in  Seattle,  New  Doha  International 
Airport  in  Qatar.  Owns  stake  in  money 
management  firm  Fremont  Group. 


Leonard  Lauder 

$3.2  BILLION 


Estee  Lauder.  New  York  City.  74. 

Married,  2  children 


Ronald  Lauder 

$3.2  BILLION 


Estee  Lauder.  New  York  City.  63. 

Married,  2  children 

SONS  OF  BEAUTY  QUEEN  ESTEE  LAUDER, 
who  started  selling  face  creams  in  1946  with 
help  of  chemist  uncle.  Company  now  ped- 
dles 27  brands,  including  Clinique,  Aveda. 
Bobbi  Brown,  La  Mer.  Leonard:  took  com- 
pany public  1995;  son  William  now  chiel 
executive.  Ronald:  owns  big  stakes  in  Cen- 
tral European  Media,  Israeli  TV;  served  as 
ambassador  to  Austria  under  Reagan.  Paid 
$135  million  for  1907  Klimt  portrait  lasl 
year,  one  of  the  largest  sums  ever  paid  for  a 
painting.  Longtime  Wharton  supporters 
partnered  with  business  school  in  February 
to  design  personalized  executive  education 
program  for  Estee  Lauder  employees. 


Sid  Bass 
$3 


BILLION 


Oil,  investments.  Fort  Worth,  Tex.  64. 

Divorced,  remarried;  2  children 

FATHER,  PERRY  (D.  2006),  INHERITED  FAM- 
ily  fortune  created  by  oil  baron  uncle  Sid 
Richardson  1959.  Passed  on  to  eldest  son 
Sid,  1968;  brother  Robert  (see)  split  thai 
same  year.  Bass  Enterprises  Production  Co 
pumps  an  estimated  8  million  barrels  of  ol 
and  gas  a  year.  Sold  stake  in  firm  to  South- 
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INTRODUCING 
THE  GLENLIVET  XXV 

Forbes  magazine's  annual  compilation  of  the  400  Richest 
Americans  is  not  the  only  fabled  institution  celebrating  25 
years.  Quietly  and  resolutely,  The  Glenlivet  XXV  single 
lit  Scotch  has  been  maturing  —  growing  richer  and  bolder  in 
k  casks.  Today,  it  makes  its  debut  as  the  oldest  permanent 
ease  in  the  award-winning  range  of  The  Glenlivet,  the  single 
lit  that  started  it  all. 

[mbued  with  a  rich  amber  color,  The  Glenlivet  XXV  has  lus- 
>us  notes  of  spice  and  fruit,  a  silky  palate  and  a  dry,  spicy  fin- 
i.  It  represents  the  latest  premium  expression  of  The  Glenlivet, 
lose  nearly  200-year  pedigree  has  helped  make  it  the  leading 
igle  malt  Scotch  whisky  in  the  U.S.  Its  exquisite  packaging  — 
:rafted  box  of  wood  and  limestone  —  mirrors  the  value  of  its 
rttents.  Each  wax-sealed  bottle  is  batch-numbered  in  testimony 
the  care  that  goes  into  its  making. 

While  The  Glenlivet  XXV  shares  many  qualities  with  the  400 
chest  Americans,  there  is  one  fundamental  difference:  The 
enlivet  XXV  does  not  currently  reside  in  the  United  States.  To 
perience  it  today,  the  single  malt  Scotch  connoisseur  must  hop 
i  a  jet  to  Scotland.  But  international  expansion  is  rumored, 
hering  in  a  new  era  of  pride,  passion  and  perfection.  ■ 
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ern  Union  for  $1.6  billion  2005.  Now  look- 
ing for  oil  in  harsh  waters  of  maritime 
Canada.  Sid:  known  to  invest  with  brother 
Lee  (see);  billions  of  dollars  held  in  Cayman 
Islands  investment  accounts.  Pals  of  Presi- 
dent George  W.  Bush;  guest  at  White  House 
dinner  for  Queen  Elizabeth  earlier  this  year. 

Henry  Lea  Hillman 

$3  BILLION 

Industrialist.  Pittsburgh.  88. 

Married,  4  children 

HEIR  TO  STEEL-AND-COKE  FORTUNE 
diversified  family  firm  into  real  estate.  Early 
backer  of  Kleiner  Perkins  (venture  capital), 
Kohlberg  Kravis  Roberts  (leveraged  buy- 
outs); co-owner  of  downtown  Pittsburgh's 
PPG  Place.  Family  private  in  business  mat- 
ters. Prominent  Pittsburgh  philanthropist 
gives  via  various  family  foundations;  has 
donated  $20  million  to  U.  of  Pennsylvania 
for  cancer  research. 


Leslie  Wexner 

$2.8  BILLION 

Limited  Brands.  New  Albany,  Ohio.  70. 

Married,  4  children 

OHIO  STATE  LAW  SCHOOL  DROPOUT 
started  women's  sportswear  store  1963  with 
$5,000  loan  from  aunt.  Went  public  as  Lim- 
ited Brands  1969.  Expanded;  launched 
Limited  Express  1980,  bought  Victoria's 
Secret  2  years  later  for  $1  million.  Opened 
first  Bath  &  Body  Works  1990.  Sales: 
$10.7  billion.  In  July  sold  75%  of  Limited 
Brands  operation  to  Sun  Capital  Partners 
and  75%  of  Express  apparel  chain  to  Golden 
Gate  Capital.  Stock  down  16%  in  past  year. 
Plans  to  improve  Victorias  Secret  and  Bath 
&  Body  Works  operations,  buy  back  stock, 
reduce  workforce.  Supports  Jewish  causes 
with  wife,  Abigail,  and  Wexner  Foundation. 

David  Rockefeller  Sr. 

$2.7  BILLION 

Standard  Oil,  banking.  New  York  City.  92. 

Widowed,  6  children 

GRANDSON  OF  VISIONARY  OIL  BARON 
John  D.  Rockefeller  focusing  on  where  his 
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fortune  will  go  after  he  is  gone.  Pledged 
$100  million  living  endowment  to  Rocke- 
feller University  in  2005.  Bequeathed 
another  $225  million  to  Rockefeller  Broth- 
ers Fund  last  summer.  Lifetime  charitable 
donations  approaching  $  1  billion.  Concerns: 
sustainable  development,  higher  education, 
medical  research.  Grandfather,  John  D., 
fueled  American  industrial  revolution  via 
Standard  Oil.  David:  former  chairman  of 
Chase  Manhattan  Bank.  Beetle  enthusiast 
has  one  of  largest  collections  in  world: 
160,000  specimens. 


Gordon  Getty 

$2.4  BILLION 

Inheritance.  San  Francisco.  73. 

Married,  7  children 

WITH  SIBLINGS  INHERITED  GETTY  OIL  FROM 
father,  J.  Paul  Getty  Sr.  (d.  1976).  Spent  4 

Ted  Turner 


years  in  business;  sold  to  Texaco  in  1986  for 
$10  billion.  Started  Forward  Management  in 
1998,  investment  firm  manages  $1.5  billion 
today;  Getty  the  majority  shareholder.  San 
Francisco  socialite  composes  operas;  latest, 
Plumpjack,  was  inspired  by  Falstaff,  the  spir- 
ited knight  in  Shakespeare's  Henry  IV  plays. 
Loves  the  vino:  founded  Napa  Valley  winery, 
also  dubbed  Plumpjack,  in  1992. 


Robert  E.  (Ted)  Turner 

$2.3  BILLION 

Cable  television.  Lamont,  Fla.  68. 

Thrice  divorced,  5  children 

THE  PATRIARCH  OF  CABLE  NEWS  IS  NO 
longer  in  the  media  business.  Stepped  down 
as  Time  Warner  vice  chairman  in  2003, 
retired  from  the  board  last  year;  no  longer 
owns  Time  Warner  stock.  "Mouth  of  the 
South"  getting  richer  with  real  estate,  food. 
Largest  individual  landholder  in  the  U.S. 
owns  2  million  acres  in  12  states,  plus  some 
ground  in  Argentina.  Owns  50,000  bison; 
restaurant  chain,  Ted's  Montana  Grill,  serves 
bison  burgers  at  51  locations.  Has  given 
more  than  $1.5  billion  to  charity,  including 
gifts  to  the  United  Nations  Foundation, 
Nuclear  Threat  Initiative,  the  Turner  Foun- 
dation. Outdoorsman  committed  to  fighting 
global  climate  change. 


Frank  Batten  Sr. 

BILLION 

Landmark  Communications.  Virginia  Beach, 

Va.  80.  Married,  3  children 

UNCLE  SAMUEL  SLOVER  ARRIVED  LN  VIRGINIA 
1900.  Offered  50%  stake  of  Newport  News 


S2 
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Telepresence  is  a  key 
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Polycom  RealPresence™ 
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unprecedented  immersive 
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and  realize  the  positive 
benefit  to  your  top  and 
bottom  line. 
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newspaper  if  he  halted  broadsheet's  losses 
within  a  year;  succeeded.  Batten  studied  at  U. 
of  Virginia,  then  Harvard  M.B.A.;  became  pub- 
lisher at  age  27.  Built  Landmark  Communi- 
cations: newspapers  (8  dailies),  cable  (Weather 
Channel),  TV  stations.  Son  Frank  Jr.  runs 
family  media  empire.  Donated  $100  million 
to  alma  mater  to  create  the  Frank  Batten 
School  of  Leadership  &  Public  Policy. 


Herbert  Allen  Jr.  &  family 

$2  BILLION 

Investment  banking.  New  York  City.  67. 

Twice  divorced,  4  children 

UNCLE  CHARLES  (D.  1994)  FOUNDED  INVEST- 
ment  boutique  Allen  &  Co.  in  1922;  father, 
Herb  Sr.  (d.  1997)  joined  5  years  later.  Herb 
came  aboard  1962.  Helped  take  Google  pub- 
lic 2004.  Host  of  famous  annual  media  retreat 
in  Sun  Valley,  Idaho.  Secretive;  believed  to  be 
giving  portions  of  fortune  to  children. 


Donald  Hall 

$1  .9  BILLION 

Hallmark.  Mission  Hills,  Kans.  79. 

Married,  3  children 

FATHER  JOYCE  C.  HALL  (D.  1982)  TURNED 
fuzzy  feelings  into  hard  cash.  Started  selling 
greeting  cards  while  living  at  Kansas  City 
YMCA  at  age  18;  founded  postcard  manu- 
facturer Hallmark  in  1910.  Donald  took 
over  1966,  expanded  into  crayons  (Crayola), 
TV  (Hallmark  Channel),  real  estate  (Crown 
Center  Shopping  Complex).  Now  world's 
largest  greeting  card  company.  With  sisters 
owns  65%  of  company. 


Marc  Rich 

$1  .5  BILLION 

Commodities.  Meggen,  Switzerland.  72. 

Twice  divorced,  2  children  (1  deceased) 

DROPPED  OUT  OF  NYU  TO  WORK  ON  WALL 
Street,  took  job  in  mail  room  of  Philipp 
Brothers.  Met  long-term  partner  Pincus 
Green;  built  Phibro  into  world's  largest  com- 
modities firm.  Created  spot  oil  market  1968, 
founded  Marc  Rich  &  Co.  1973.  Fled  to 
Europe  1983  after  being  indicted  for  manip- 
ulating U.S.  oil  system,  trading  Iranian 


crude  during  1980s  hostage  crisis,  evading 
$50  million  in  taxes.  Pardoned  by  President 
Clinton  2001.  Claims  to  have  renounced 
U.S.  citizenship,  holds  Spanish  passport; 
received  honorary  degree  from  Bar-Ilan  U. 
in  Israel  earlier  this  year. 


Hope  Hill  van  Beuren 

$1 .4  BILLION 

Inheritance.  Middletown,  R.I.  73. 

Married,  3  children 

GRANDCHILD  OF  JOHN  T.  DORRANCE, 
inventor  of  condensed- soup  process.  Passed 
Campbell  Soup  business  on  to  son,  3  daugh- 
ters. Third  generation  still  owns  about  half 
the  company;  cousins  Mary  Alice  Malone, 
Bennett  Dorrance,  Charlotte  Weber  (see  all) 
sit  on  board  but  not  actively  involved  in  day- 
to-day  operations. 


Roy  E.  Disney 

$1  .4  BILLION 

Walt  Disney  Co.  Los  Angeles.  77. 

Married,  4  children 

DISNEY'S  DAYS  ON  THE  FORBES  400  MAY  BE 
numbered:  filed  for  divorce  from  wife  of  52 
years  in  January.  Once  finalized,  Patricia 


Disney  will  likely  receive  half  of  Roy's  for 
tune.  Nephew  of  entertainment  pionee 
Walt  Disney  started  as  a  film  editor.  Lei 
2-year  battle  to  drive  out  longtime  chie 
executive  Michael  Eisner;  supported  Eisner 
successor,  Robert  Iger,  in  exchange  for  ai 
office  and  an  honorary  title.  Private  invest 
ment  arm,  Shamrock  Holdings,  invests  ii 
hotels,  entertainment,  Israeli  insuranc 
companies.  Sailing  aficionado  producin; 
documentary  film  about  the  youngest  crev 
ever  to  sail  the  Transpac,  semiannual  yach 
race  from  Long  Beach,  Calif,  to  Honolulu. 

Richard  Mellon  Scaife 

$1 .3  BILLION 

Investments.  Pittsburgh.  75. 

Twice  divorced,  3  children 

STAUNCH  CONSERVATIVE  WITH  POLITICA 
clout  inherited  over  $200  million  from  mothe 
in  1965.  Great-grandson  of  Richard  Beatty  Mel 
Ion,  heir  to  T.  Mellon  &  Sons  banking  fortune 
bank  itself  no  longer  in  family  hands.  Investe< 
in  media:  owns  Pittsburgh  Tribune-Reviev 
newspaper,  Pennsylvania  radio  stations.  Aid 
right-wing  policy  via  think  tank  Heritag 
Foundation;  also  supports  Center  for  th 
Study  of  Popular  Culture. 
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400 
Through 
History 

A  Look 
Back 

By  Christopher  Buckley 
Illustrations  by  Michael  Witte 


HOW  IS  BEING  ON  THE  FORBES  400  TODAY 
different  from  being  on  it  back  in  ancient 
Greece  or  Rome,  during  the  Renaissance,  or 
even  the  French  Revolution?  In  an  attempt  to 
put  todays  big  money  into  historical  perspective,  we 
asked  ForbesLife  editor  and  erstwhile  comic  novelist 
Christopher  Buckley  to  look  through  past  issues  of 
The  Forbes  400,  going  back  to  the  founding  of  FORBES 
in  the  year  760  B.C.  by  B.C.  Forbes.  His  summary: 

I  was  surprised  by  what  I  found,  and  yet  not  sur- 
prised. The  wealthiest  have  changed  a  lot  over  the  last 
two  and  a  half  millennia,  and  yet,  in  many  ways,  they 
have  remained  remarkably  the  same:  driven,  intensely 
competitive,  sometimes  frustrating,  often  inspiring.  They 
worked  hard  and  played  hard.  Boy,  did  they  play  hard. 
Golf  may  not  have  existed  in  ancient  Babylon  or  Greece 
or  Rome,  but  they  made  do  with  what  they  had,  hurl- 
ing slaves  off  the  cliffs  of  Capri  and  betting  how  long  it 
would  take  them  to  sink,  or  rowing  their  triremes  straight 
at  each  other  in  an  early  and  somewhat  crude  version  of 
the  Louis  Vuitton  Cup.  But  one  thing  has  certainly  re- 
mained constant,  as  FORBES  ROMANUS  Editor  Plotinus 
Baldwinius  so  presciently  wrote  in  A.D.  36:  "Dives  sunt 
dissimili  vobis  mihique.  Habent  maiori  villae."  (The  rich 
are  different  from  you  and  me.  They  have  bigger  villas.) 

Herewith  an  illustrated  glance  at  some  exemplars  of 
wealth  over  the  years. 
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Marduk-bel-babukk 


First  appearance  on  Forbes  400:  602  B.C. 


1.2  million  gold  and  silver  pieces.  Babylon.  Contracting. 

14  wives,  85  children. 

PARLAYED  A  MODEST  MUD-AND- WATTLE  BUSINESS  INTO  BABYLON'S 
premier  contracting  operation.  One  of  his  wives'  cousins  was  a 
bridesmaid  of  Amytis  of  Media,  wife  of  Nebuchadrezzar  II.  After 
Amytis  grew  homesick  for  her  native  mountain  springs,  Marduk 
cannily  proposed  she  persuade  her  husband  to  build  "drop-dead 
gardens  around  the  palace."  Result:  the  Hanging  Gardens  of  Baby- 
lon, one  of  the  Seven  Wonders  of  the  ancient  world.  Nebuchadrezzar 
reportedly  flew  into  a  rage  when  Marduk  presented  his  final  bill  but 
eventually  was  mollified  after  feeding  several  hundred  of  Marduks 
workers  to  his  pet  lions.  Hobbies:  making  palm  wine,  astrology, 
avoiding  Nebuchadrezzar  at  public  receptions. 
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Eftimios  (FT)  Panakousatis 

First  appearance  on  Forbes  400:  481  B.C 

4  million  to  6  million  glaukai 
(tetradrachmae) 

Piraeus.  Delphic  banking,  yogurt. 

Divorced  from  popular  Athens  cabaret 
singer  Calypso  Atalanta,  3  children 

STARTED  WITH  TWO  GOATS,  ONE  OF 
which  he  had  to  eat  during  the  harsh 
Corinthian  winter  of  '02.  In  his  early  20s 
traveled  to  Delphi  near  Mount  Parnassus 
to  seek  career  advice  from  the  Oracle 
there.  Noticed  that  people  left  thanksgiv- 
ing offerings  for  the  Oracle;  reportedly 
struck  a  deal  with  Oracle  whereby  he 
would  keep  60%  of  the  offerings  while 
Oracle  got  Larry  Ellison  as  CEO  Amassed 
vast  real  estate  holdings  around  Mount 
Parnassus,  where  multiple  "oracles"  soon 
sprang  up,  advising  supplicants  to  leave 
even  more  offerings.  "FT"  scored  major 
points  with  Greek  archon  Themistocles 
when  he  loaned  the  Athenian  govern- 
ment his  yacht  Calypso — renamed  Anna 
Nicola  after  a  messy  divorce  from  his 
singer  wife — for  the  Battle  of  Salamis. 
Following  the  naval  victory,  he  demanded 
the  government  refit  the  vessel  with  a  spa, 
pool  and  wet  bar. 


Cassius  Binocularius  (Buddy)  Anthrax 

Rank  on  3  B.C.  Forbes  CD  (400):  No.  6 

90  million  aure/7.  Capri.  Off-circus  betting,  slave  trading. 

NICKNAME  BESTOWED  ON  HIM  BY  THE  EMPEROR 
Tiberius  during  a  3-day  Lupercal  drinking  binge.  Said  to 
have  fixed  the  1  B.C.  chariot  race  at  the  Circus  Maximus 
between  Ben  Hur  and  his  rival  Messala.  Pocketed  enormous 
winnings  after  Messala  (favored  50-1)  was  trampled  under 
Ben  Hur's  chariot.  Parlayed  windfall  into  franchise  betting 
operations  in  Parthia,  Dacia,  Iberia  and  Germania,  using  a 
highly  controversial  system  of  reporting  Roman  chariot  race 
results.  Forced  to  shut  down  Germania  operations  after  tribes 
torched  his  betting  shops  (with  the  concessionaires  inside) 
following  years  of  consistent  losing.  Bounced  back;  estab- 
lished a  slave- trading  network  (Jeevus  Dottus  Commus)  that 
kept  patrician  homes  from  Rome  to  the  Amalfi  Coast 
supplied  with  prized  Britannic  butlers. 
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MASERATI 

EXCELLENCE  THROUGH  PASSION 


A  Dream  Car  for  the  Real  World." 

-MSN  Autos 


HE  OUATTROPORTE  AUTOMATIC 


i  a  My,  the  dream  becomes  reality.  "Seriously  smooth,"  "A  supercar  disguised  as  a  glamorous  sedan,"  and  according  to  Top  Gear  magazine, 
he  finest  automatic  offered  any-where."  Why?  The  new  Ouattroporte  Automatic  delivers  engineering  innovation  equally  at  home  on 
th  Avenue  as  the  Nurburgring — it's  the  highest-revving  automatic  transmission  available,  designed  to  perfectly 
mess  the  Ouattroporte's  400  hp  Ferrari-engineered  V8.  It's  also  the  only  automatic  luxury  sedan  configured 
th  a  rearward  weight  bias  for  superior  traction  and  handling.  But  the  dream  doesn't  end  there — the  2007 
jattroporte  features  a  new  braking  system  so  powerful  that  it  surpasses  not  only  competing  sedans,  but 
any  of  the  world's  most  exotic  sports  cars  as  well.  The  newest  Ouattroporte  even  delivers  10%  better  fuel 
rkiency  without  sacrificing  its  legendary  performance  attributes.  Priced  from  $110,600.*  To  experience  the 
sam,  visit  your  local  authorized  Maserati  dealer  today,  or  call  1-877-MY-MASERATI.  maseratiamerica.com/qpfb 


©2007  Maserati  North  America.  All  rights  reserved.  Maserati  and  the  Trident  logo  are  registered  trademarks  of  Maserati  SpA. 
"Standard  Ouattroporte.  Car  shown  with  optional  automatic  transmission  and  19"  wheels.  Excludes  dealer  prep,  transportation  and  taxes 


THE 
FORBES 

400 


Ku  F'eng 


First  appearance  on  Forbes  400:  234  B.C. 

800  to  900,000  buXian.  Pottery. 

Marital  status:  unknown  but  thought  to 
have  left  numerous  descendants 

NAME  TRANSLATES  ROUGHLY  AS 
"Maker  of  money  from  dirt."  A  modest 
potter  in  Xian  province,  Feng  con- 
vinced the  13-year-old  emperor  Qin 
Shi  Huang — later  known  as  "The  First 
Emperor"  after  he  united  China — that 
his  mausoleum  should  contain,  among 
other  creature  comforts,  8,000  life-size 
terra-cotta  warriors  to  guard  him  in 
the  afterlife.  Created  the  world's  first 
life-size  terra-cotta  warrior  mass-pro- 
duction facility  (an  engineering  feat 
not  much  imitated  since).  Eleven  years 
and  8,099  warriors  later,  the  now  24- 
year-old  emperor  had  bored  of  the 
project  and,  on  the  pretext  that  Ku 
Feng  was  a  secret  adherent  of  Confu- 
cianism, had  him  buried  alive  along 
with  the  vast  clay  army.  Sometimes 
called  "The  Last  Warrior." 


First  appearance  on  Forbes  400:  A  D  1634 


5  million  to  7  million  ducats.  Venice.  Glassblowing,  telescopes. 

APPRENTICED  UNDER  THE  GREAT  VENETIAN  GLASSBLOWER  FINOCCIO  BABBALU- 
canelli,  supplier  of  chandeliers  to  the  Medici.  Fascinated  early  on  by  Galileos  astro- 
nomical telescopic  explorations.  When  Galileo  was  forced  to  recant  his  theory  of 
heliocentrism  before  the  Inquisition  in  1633,  Fantucci  correctly  bet  the  event  would 
create  a  vast  demand  for  telescopes  so  that,  as  he  put  it  craftily,  "Everyone  may  watch  the 
Sun  orbit  around  the  Earth."  Borrowed  1,500  florins  from  Vigorino  (The  Shrewd)  di 
Medici;  constructed  a  telescope  factory  across  the  border  in  Switzerland  (  just  to  be  safe). 
Most  of  his  customers  being  Italian,  he  strove  to  remain  in  the  favor  of  Pope  Urban  VIII 
and  the  Inquisition  by  naming  his  telescope  the  "Urban  8X."  The  instruction  manual 
stated  the  telescope  was  "so  marvelously  powerful  that  you  can  actually  see  God.  He  is 
the  very  handsome  one  (does  he  not  resemble  our  own  beloved  Pope  Urban?)  sitting  on 
the  third  ring  of  Saturn  next  to  John  the  Baptist."  The  telescopes  sold  briskly. 
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CITYCENTER 


Make  The  Strip  your  next  acquisition. 

Introducing  Vdara  at  CityCenter™.  On  The  Strip.  Adjacent 
to  Bellagio.  Offering  unparalleled  service  and  amenities  in  a 
stylish  non-gaming  environment.  Own  yours  today. 

And  own  your  piece  of  The  Strip. 

Now  under  construction. 


Vdara 

CONDO  HOTEL 


Studio,  suite  and  penthouse  floor  plans. 

From  $600,000. 

Accepting  appointments  at  our 
Residential  Sales  Pavilion 
1-866-726-7171  •citycenter.com 

An  MGM  MIRAGE*  development. 


i  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  il  any,  ot  this  properly.  No  statement  should  be  relied  upon  except  as  expressly  set  forth  in  the  Property 
the  Nevada  Public  Offering  Statemenl.  This  is  neither  an  offer  to  sell,  nor  a  solicitation  of  offers  to  buy,  any  condominium  units  in  those  slates  where  such  offers  or  solicitations  cannot  be  made.  WARNING:  THE  CALIFORNIA 
ENT  OF  REAL  ESTATE  HAS  NOT  INSPECTED,  EXAMINED,  OR  QUALIFIED  THIS  OFFERING.  This  condominium  project  does  not  discriminate  on  the  basis  of  race,  color,  religion,  national  origin,  sex,  disability  or  familial  status. 

hitectural  renderings,  specifications,  pricing  and  locations  are  subject  (o  change  without  notice.  ©  2007  Project  CC,  LLC.  Unauthorized  use  is  slnctly  prohibited. 
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Antoine  Charles  Eduard  Marie-Baptiste  Honore  de 
Saint-Helo'ise  Merde-Alors,  Due  de  Vaucompte-ie-Gros 

First  appearance  on  Forbes  400:  A.D.  1704 
300,000  gold  ecus.  Versailles.  Fashion  design. 

TRAINED  AT  THE  ATELIER  OF  YVES  LE  CHAT-BLANC,  SUPPLIER  OF  HOSIERY  AND  UNDER- 
garments  to  the  court  of  Louis  Quatorze.  When  Le  Chat-Blanc  was  felled  by  the  plague  on 
the  eve  of  presenting  the  fall  line  of  1694,  Antoine  took  over,  impressing  le  Roi  Soleil  and  his 
mistress  Louise  de  la  Valliere  with  his  daring  presentation  of  intimate  apparel.  Louis 
appointed  him  Pourvoyeur  Exclusifdes  Sous-Pantalons  Royales,  making  him  the  overnight 
toast  of  the  Continent.  Immediately  feuded  with  Colbert,  the  finance  minister,  over  astro- 
nomical bills  for  lingerie  and  jocques-strapes  dories;  quarrel  eventually  led  to  the  resumption 
of  fierce  religious  war,  for  reasons  that  to  this  day  continue  to  elude  scholars.  Following 
Louis'  death  in  1715 — attributed  to  an  ill-fitting  culotte — Antoine  left  France  under  a  cloud, 
never  to  return.  Thereafter  he  designed  undergarments  for  many  of  the  royal  houses  of 
Europe,  as  well  as  for  Peter  the  Great  of  Russia,  who  up  to  then  had  worn  only  crude  draw- 
ers made  from  monks'  beards  and  jute.  Attempts  to  mass-produce  an  early  version  of  le 
pantyhose  using  silk  and  spider  web  failed,  bankrupting  him.  Fell  off  The  Forbes  400  in  1726. 


Gilead  (Sam) 
Starbuck 


First  appearance  on  Forbes  400: 
A.D.  1775 

140.000  dollars  to  160,000  dollars 
(silver).  Boston.  Tea. 

IN  DECEMBER  1773  STARBUCK  WAS 
purser  on  the  New  Bedford  whale- 
ship  Incontinent  when  it  put  into 
Boston  Harbor  to  offload.  Observ- 
ing a  crowd  of  Bostonians  oddly 
dressed  up  as  native  Americans  and 
hurling  bricks  of  valuable  English  tea 
into  the  harbor,  he  lowered  one  of 
Incontinents  whaleboats  and  rescued 
some  of  the  45  tons  of  jettisoned  tea. 
Opened  his  first  tea  shop  in  Brain- 
tree  several  days  later,  serving  a  bev- 
erage called  "SalTea."  When  SalTea 
failed  to  catch  on,  he  rebranded  it 
"PatrioTea,"  which  did  eventually 
find  acceptance  with  Bostons  tea- 
starved  public.  Subsequendy  struck 
a  deal  with  the  East  India  Company 
to  supply  (i.e.,  smuggle)  non-salty 
tea  to  Massachusetts.  His  string  of 
tea  shops  prospered,  but  scholars  say 
he  made  a  mistake  calling  them 
"Gileads"  instead  of  some  other, 
catchier  name.  F 
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REMEMBER  A  GOOD 
NIGHT'S  SLEEP? 


It's  most  likely  you  haven't  gotten  one  lately.  Too  busy 
mulling  over  the  options,  too  concerned  to  truly  relax.  It's 
why  people  like  you  choose  people  like  us  to  help  identify 
the  options  and  capitalize  on  the  best  opportunities.  It's 
why  we  use  the  integrated  power  of  our  entire  institution- 
focused  on  emerging  and  mid-sized  companies  in  select 
industries-to  bring  value  to  your  business.  And  it's  why,  at  the 
end  of  the  day,  our  clients  do  get  a  good  night's  sleep. 


KeyBanc 

Capital  Markets 


For  more  information,  call  Christopher  M.  Gorman,  EVP,  at  216.689.3300,  or  go  to  key.com/kbcm. 

^     Raising  Capital 

Strategic  Advice 

Capital  Commitment 

Managing  Risk  ^ 

KeyBanc  Capital  Markets  is  a  trade  name  under  which  corporate  and  investment  banking  products  and  services  of  KeyCorp  and  its  subsidiaries,  KeyBanc 
Capital  Markets  Inc.,  Member  NYSE/NASD/SIPC,  and  KeyBank  National  Association  ("KeyBank  N.A."),  are  marketed.  Securities  products  and  services  are 
3ffered  by  KeyBanc  Capital  Markets  Inc.  and  its  licensed  securities  representatives,  who  may  also  be  employees  of  KeyBank  N.A.  Banking  products  and 
services  are  offered  by  KeyBank  N.A.  ©2007  KeyCorp 
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These  media  moguls  built  empires  on  movies, 
music  and  TV  shows — and  often  got  richer 
buying  and  selling  assets  to  their  rivals. 


titan  pays  too  much,  then  makes  it  work. 
In  August  his  20-year  crush  culminates  in 
deal  to  buy  Wall  Street  Journal,  parent  Dow 
Jones.  Price  tag:  $5  billion  (over  90%  cash)  plus 
$600  million  in  assumed  debt.  Bancroft 
family  (and  Dow  Jones  execs)  succumbed 
after  flirting  with  21  other  possible  suitors; 
there  were  no  takers.  Reason:  Murdochs  60% 
premium.  Doubters  said  he  overpaid  for 
MySpace,  too  ($630  million  in  2005);  a  year 
later  Google  agreed  to  pay  $900  million 
for  3  years  of  access  to  MySpace,  other 
Weblets.  Oxford  grad,  started  with  one  paper, 
inherited  at  age  23.  WSJ  adds  class  to  News 
mass:  New  York  Post,  Fox  film,  broadcast 
and  cable  channels.  New  rival  to  business 
network  CNBC  debuts  Oct.  15.  Told  FORBES 
in  February  that  the  Bancrofts  wouldn't  sell 
for  "'5,  10,  20  years.  But  I  won't  be  here." 
Then  gave  $600  million  in  stock 
to  his  6  kids.  Reason:  estate  planning. 
Succession  is  still  unsettled.  Son  James, 
34,  runs  BSkyB  in  U.K.;  son  Lachlan,  36,  who 
quit  in  2005  and  stayed  onboard,  could  yet 
return. 


Continued  on  page  124 
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Michael  Bloomberg 

$11.5  BILLION 

Bloomberg  LP.  New  York  City.  65. 

Divorced,  2  children 

NEW  YORK  MAYOR,  MEDIA  MAVEN  GIVES 
away  $715  million  to  charity  in  5  years;  gets 
richer  anyway.  Says  he  won't  run  for  Presi- 
dent. Running  for  mayor  is  cheaper;  spent 
$85  million  on  reelection  in  2005  ($11  | 
million  more  than  in  first  election  2001, 
despite  67%  approval  rating).  Boston-born 
son  of  accountant  studied  engineering  at 
Johns  Hopkins.  Then  Harvard  M.B.A. 
Trader  at  Salomon  Brothers  1970s,  quit  with 
$10  million  in  stock  after  merger.  Created 
firm  in  1981  to  sell  financial  data,  analytic 
tools  to  Wall  Street.  Renamed  Bloomberg 
LP  1987;  added  news  service  to  take  on 
Dow  Jones  and  Reuters  3  years  later.  Then 
magazine,  cable  network,  radio  station. 
Bloomberg  sales:  $4.7  billion.  Operating 
margins  believed  to  approach  30%.  Plans  to 
sell  his  68%  stake  one  day  (Merrill  Lynch, 
private  investors  hold  32%),  perhaps  give 
away  fortune.  Maybe  Rupert  Murdoch  (see) 
should  buy  it. 


Charles  Ergen 

$10.2  BILLION 

EchoStar.  Denver.  54. 

Married,  5  children 

FORMER  FRITO-LAY  ANALYST  SWITCHED  TO 
selling  satellite  dishes  1980,  later  expanded 
into  broadcasting.  Founder  of  direct-satel- 
lite service  EchoStar.  Today  boasts  13.5 
million  subscribers,  gaining  on  DirecTV's 
16  million;  5  years  ago  DirecTV  had  more 
than  twice  the  subs  of  EchoStar.  Sales:  $9.8 
billion.  Federal  court  in  2006  said  EchoStar 
violated  rules  by  providing  900,000  sub- 
scribers with  broadcast  channels  from 
outside  their  local  markets;  under  appeal. 
Partnering  with  Google  to  better  focus  ads: 
E-Trade  targets  stock  traders  by  demo- 
graphics and  region;  company  pays  only 
when  a  viewer  watches  a  spot. 


Rupert  Murdoch 

.8  BILLION 

News  Corp.  New  York  City.  76. 

Twice  divorced,  remarried;  6  children 

AUSTRALIA-BORN,  U.S.-NATURALIZED  TABLOID 


$8 


Scan  documents  to  PDF  and  send 
anywhere  via  email  or  fax. 


If  your  office  is  choking  on  paper, 
follow  these  simple  instructions. 


e  new  Fujitsu  fi-6000NS  turns  documents  into  high-quality  digital  files 
at  are  easier  to  read,  manage  and  share.  It  attaches  directly  to 
ur  network  with  plug-and-play  ease.  It  uses  your  existing  email 
dresses  and  network  security  to  send  files  directly  and  securely, 
handles  a  range  of  paper  types — including  hard  cards — 


ineRea&K 


Ado()K£D^ 


O BcanCare  Review  ScanCare"  and  all  our  maintainertce 
)rograms  at  us.tujilsu.com/scancare 


and  automatically  spots  double-feeds  with  state-of-the-art 
ultrasonic  detection.  The  vivid  8.4"  intuitive  touch-screen 
and  standard  keyboard  make  it  easy  to  use  right  out  of  the 
box.  Now  your  whole  office  can  get  more  done,  more  easily. 
Without  a  hiccup  us.fujitsu.com/scanners/D7NS 


li  6000NS  Network 
Attached  Scanner 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


PCCo^tiorr  K*W 


Insight 


©  2007  Fujitsu  Computer  Products  ol  America,  Inc.  All  rights  reserved.  Fujitsu  and  the  Fujitsu  loyo  are  registered  trademarks  of  Fujitsu  Ltd  ScanCare 
is  a  trademark  of  Fujitsu  Computer  Products  of  America,  Inc.  Adobe  and  the  Adobe  PDF  logo  are  either  registered  trademarks  or  trademarks  ol  Adobe 
Systems  Incorporated  in  the  United  States  and/or  other  countries  All  other  trademarks  are  the  property  of  their  respective  owners 


BROTHERS.  FATHER,  FRANK  FERTITTA  JR.,  GOT  START  AS  A  DEALER  FOR 
Stardust  Casino  in  Las  Vegas.  Saw  need  for  casinos  aimed  at  Sin  City  locals; 
opened  5,000-square-foot,  100-slot  facility  away  from  Strip  simply  dubbed 
The  Casino  1976.  Expanded  to  include  sports  book,  restaurant,  buffet,  bingo 
hall,  more  gaming;  renamed  Bingo  Palace.  Public  1993;  Frank  III  soon 
became  chairman,  chief  executive.  Now  run  1 5  casinos,  including  giant  Green 
Valley  Ranch,  Red  Rocks  properties.  Going  private:  shareholders  recendy 
approved  $9  billion  buyout  offer  from  Fertittas,  Colony  Capitals  Tom 
Barrack  (see).  Purchased  professional  mixed  martial  arts  league  Ultimate 
Fighting  Championship  2001;  spent  $40  million  to  improve  operations,  image. 
Mass  ap|  >eal  came  in  2004  with  reality  TV  show  The  Ultimate  Fighter.  Stages 
monthly  pay-per-view  events;  each  averages  S30  million  in  revenue. 
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Sumner  Redstone 

$7.6  BILLION 

Viacom,  CBS.  Beverly  Hills.  84. 

Divorced,  remarried;  2  children 

BOSTON-BORN  TYCOON  HAD  YEAR  OF 
living  irritably:  publicly  dumped  Tom  Cruise, 
longtime  lieutenant  Tom  Freston  late  last  year. 
In  July  bought  out  son  Brent's  Viacom  stake 
for  $240  billion  after  a  falling-out.  Now  clashes 
with  daughter  Shari,  53;  says  to  succeed  him 
she  must  "change  her  behavior"  to  win  over 
board.  Meaning:  be  less  confrontational  than 
Dad.  Reality:  pros,  not  kin,  will  succeed  him — 
if  he  ever  dies.  Harvard  Law  1947;  joined  fa- 
ther's theater  business,  now  National  Amuse- 
ments, 1954.  Expanded  into  TV,  movies  with 
Viacom.  To  boost  value,  split  company  into 
2  year-end  2005:  Viacom  (Paramount  Pic- 
tures, MTV  Networks),  CBS  (CBS,  CW,  CBS 
Radio).  CBS  is  up  20%  since,  but  Viacom  is 
down  3%;  S&P  500  up  19%  in  the  same 
period.  Last  year  bought  DreamWorks  live- 
action  studio  for  $1.5  billion  from  founders 
David  Geffen  (see),  Steven  Spielberg  (see), 
Jeffrey  Katzenberg. 


James  C.  Kennedy  • 

.3  BILLION 

Cox  Enterprises.  Atlanta.  59. 

Married,  1  child 


Blair  Parry-Okeden  • 

$6.3  BILLION 

Cox  Enterprises.  Australia.  56. 

Married,  2  children 

SON  AND  DAUGHTER  OF  BARBARA  COX 
Anthony,  longtime  Forbes  400  member,  who 
died  in  May.  Anthony:  daughter  of  James  M. 
Cox  (d.  1957),  newspaper  reporter  who 
bought  the  Dayton  Evening  News  for  $26,000 
in  1898.  High  school  dropout  became  3-term 
governor  of  Ohio;  Democratic  presidential 
nominee  in  1920  with  FDR  as  his  running 
mate.  Built  media  empire.  Today  Cox  Enter- 
prises owns  17  newspapers,  15  TV  stations, 
80  radio  stations,  Manheim  Auctions  (used 
cars),  stake  in  AutoTrader.com  (online  clas- 
sifieds). Sales:  $13  billion.  James:  Cox  chief 
since  1988.  Blair:  lives  in  Australia. 
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t  s  not  just  a  card. 


Marquis  Jet  Card"'  Owners  enjoy  the  uncompromising  quality, 

jg^   I     consistency  and  safety  ofNetJets*,  25  hours  at  a  time. 

W        The  best  fleet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1.866.^29-1511  or  visit  Marquisjet.com. 


MARQUISJET 
274  6391  5381 

-..  JOHN  T.  WATERS 

10/07  THRU  10/08  01 

.      GULFSTREAH  «0Q/'.50 

 ■  -  -    z  wj  Si. 


All  program  flights  operated  by  NetJets  companies  under  their  respective  FAR  Part  1 35  Air  Carrier  Certificates. 
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David  Geffen 

$6  BILLION 


See  page  1 30. 


Patrick  McGovern 

$4.7  BILLION 


International  Data  Group.  Mollis,  N.H.  70. 

Divorced,  remarried;  4  children 

WON'T  THIS  GUY  EVER  GO  PUBLIC?  GIVES 
staff  stock  options  anyway.  Construction 
workers  son  built  computer  from  scratch  as 


teenager;  invented  an  unbeatable  tic-tac-toe 
game  that  won  him  a  scholarship  to  MIT. 
Studied  biophysics.  Founded  International 
Data  Group  1964;  launched  trade  rag  Com- 
puterworld  1967.  Added  magazines  Mac- 
World,  PC  World,  book  publishing  (For 
Dummies  series),  trade  shows,  Web  sites. 
Sales:  $3  billion.  Firm's  $1.4  billion  invest- 
ment arm  has  dumped  $350  million  into 
China;  funding  $100  million  venture  capital 
fund  in  Korea,  $150  million  fund  in  eastern 
Europe.  Personally  hands  out  cash  bonuses 
to  all  1 ,600  employees  at  Christmas. 

George  Lucas 

$3.9  BILLION 

Star  Wars.  Marin  County,  Calif.  63. 

Divorced,  3  children 

STAR  WARS  CREATOR  WORKS  WITH  FELLOW 
billionaire  Steven  Spielberg  (see)  on  4th  install- 
ment of  Indiana  Jones  franchise;  newest  chap- 


ter slated  for  May  2008.  Directed  first  movie 
THX  1138,  while  studying  film  at  U.  a 
Southern  California.  Then  Star  Wars:  origina 
1977  film  remains  18th-best-grossing  movi> 
of  all  time  with  $800  million  worldwide.  Com 
bined  worldwide  box  office  of  all  6  Star  War 
films:  $4.3  billion.  Combined  sales  toys,  othe 
merchandise  even  richer:  $13.5  billion 
Founded  Industrial  Light  &  Magic  special-ef 
fects  shop  in  1975;  now  handles  trickery  fo 
myriad  blockbusters  (Harry  Potter,  Pirates  o 
the  Caribbean).  Moving  to  TV:  3D  animatior 
series  Star  Wars:  The  Clone  Wars  in  produc 
tion,  set  for  2008;  no  sale  to  network  yet. 

Haim  Saban 

$3.4  BILLION 

Television.  Beverly  Hills.  62. 

Divorced,  remarried;  4  children 

PURVEYOR  OF  MIGHTY  MORPHIN  POWEl 
Rangers  still  making  deals.  In  March  sole 


Patrick  McGovern 
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eet  the  car  dealer  next  door.  eBay  Motors  is  simply  a  better  way  to  buy  a  car.  Search 
onal  or  local  listings,  and  research  prices.  Get  eBay  Vehicle  Purchase  Protection  up  to  $20,000.*  And  review 
;rs'  feedback  so  you  feel  good  about  who  you're  buying  from.  And  even  better  about  the  car  you  drive  home. 

eBay  Inc.  All  rights  reserved.  eBay  and  me  eBay  1090  are  re9,stered  trademarks  of  eBay  Inc.  The  tagl.ne  you  can  get  it  or,  eBay"  is  a  trademark  ol  eBay  Inc. 


You  can  get  i  on 


Motors 
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50.5%  controlling  stake  in  German  broad- 
caster ProSiebenSat.l  Media  to  buyout  firms 
KKR  and  Permira  for  $4  billion,  over  dou- 
ble the  $1.7  billion  he  and  partners  had  paid 
for  it  in  2003.  His  original  $270  million  bet 
paid  back  more  than  3-fold;  made  $970  mil- 
lion including  fees.  "What  can  I  say?  I'm  a 
lucky  man."  Same  month  closed  deal  to  buy 
controlling  stake  (with  partners)  in  A.  Jer- 
rold  Perenchio's  (see)  Spanish-language 
broadcaster,  Univision,  for  $13.7  billion.  Co- 
owns  controlling  stake  of  Israel's  Bezeq 
Israeli  Telecom.  In  2001  sold  Fox  Family 
Channel,  joint  venture  with  Rupert 
Murdoch  (see),  to  Disney  for  $5.2  billion. 
Egyptian-born,  Israeli-bred  U.S.  citizen. 
Paid  $300  million  in  back  taxes  on  gains 
from  Fox  Family  sale  after  IRS  probed  tax 
shelter  he,  others  used;  told  Congress  that 
accountants  gave  him  bad  advice.  Ardent 
Democratic  benefactor  for  Hillary  Clinton. 
Wrote  theme  song  for  Inspector  Gadget. 

A.  Jerrold  Perenchio 

$3.1  BILLION 


Univision.  Bel  Air,  Calif.  76. 

Married,  3  children 


TRANSFORMED  STRUGGLING  UNIVISION 
into  world's  leading  Spanish-language 
broadcaster.  Bought  channel  for  $550  mil- 
lion in  1992  with  Latin  American  partners; 
sold  in  March  to  a  Haim  Saban  (see)  group 
for  $13.7  billion.  "Jerry"  began  as  talent 
agent  for  MCA.  With  Norman  Lear  (All  in 
the  Family),  formed  Embassy  Communi- 
cations; sold  programming  interests  to 
Coca-Cola  for  $485  million  1985.  Press-shy 
mogul  one  of  largest  landholders  in  Malibu. 
Lifelong  Republican,  campaign  finance  co- 
chair  for  Senator  John  McCain's  faltering 
campaign  for  President. 


Steven  Spielberg 

$3  BILLION 


Movies.  Pacific  Palisades,  Calif.  60. 

Divorced,  remarried;  7  children 

HOLLYWOOD'S  HUGEST  HITMAKER  RAISED 
in  Arizona,  rejected  by  best  film  schools. 
Enrolled,  then  dropped  out  of  Cal  State 


Long  Beach.  First  movie,  Duel,  made  for  TV. 
Third  movie,  Jaws,  started  unparalleled  run 
of  blockbusters  (E.T.,  Indiana  Jones  movies, 
Jurassic  Park,  many  more)  and  epic  dramas 
{Schindler's  List,  Saving  Private  Ryan).  Last 
year  produced  Clint  Eastwood's  WWII 
epics,  Letters  from  Iwo  Jima  and  Flags  of  Our 
Fathers;  twin  bill  cost  $70  million  to  make, 
grossed  $175  million  worldwide — despite 
wide  critical  acclaim.  Working  on  3 
videogames  for  Electronic  Arts. 

Amos  Hostetter  Jr. 

$2.8  BILLION 


Cable  TV.  Boston.  70. 

Married,  3  children 


STOCKBROKER'S  SON  PARTNERED  WITH 
frat  brother  to  start  cable  company  1963. 
Duo  split  1981.  Later  built  Continental 


Cablevision  into  nation's  largest  private!; 
held  cable  concern.  Sold  to  US  West  for  $1 '. 
billion  in  1996  on  condition  compam 
remain  in  Boston.  Outfit  prompdy  relocatec 
to  Denver;  took  company  back,  renamec 
MediaOne.  Sold  to  AT&T  for  an  astounding 
$58  billion  3  years  later— 5  times  the  ok 
price  even  though  he  had  only  increasec 
firm's  subscriber  base  30%  to  5.5  millior 
homes.  Today  invests  via  Pilot  House  Asso- 
ciates; owns  $200  million  stake  in  Energ\ 
Transfer  Equity. 

Leonore  Annenberg 

S2.5  BILLION 

Publishing.  Rancho  Mirage,  Calif.  89. 

Divorced,  widowed;  2  children 

SECOND  WIFE  OF  PUBLISHER  WALTEF 
Continued  on  page  132 


128      FORBES      OCTOBER  8,  2007 


* 


W  I  S  S   WATCH    MAN  U  FACT  # 


Xtreme 

.Titanium 
mine  thousand 


V.Y. 


OLLARS 


Defy  Classic 


^pen 

Gold  &  Steel 
'  seventeen  thous 
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r  and  leather  straps.  Gold  and  steel  braceLets  also  available.  A  unique  combinatid 
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David  Geften,  photographed  by 
-  Art  Streiber  in  Los  Angeles. 
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David  Geffen  $6  i 


Movies,  music.  Malibu,  Calif.  64.  Single 


HOLLYWOOD'S  RICHEST  MAN  CASHES  IN  ON  SOARING  ART  MARKET.  SOLD  CLASSIC  DRIP 
painting  by  Jackson  Pollock  for  $140  million  in  November,  largest  sum  ever  paid  for  single 
piece.  Unloaded  a  Jasper  Johns,  Willem  de  Kooning.  U.  of  Texas  dropout  sorted  mail  at 
famed  William  Morris  Agency.  Founded  Asylum  Records  1970,  then  Geffen  Records. 
Started  DreamWorks  with  partners  Jeffrey  Katzenberg,  Steven  Spielberg  (see)  1995.  Holi- 
day hit  with  Dreamgirls;  says  he  is  done  with  movies.  Bid  against  billionaires  Eli  Broad, 
Ronald  Burkle  (see  both)  for  Tribune-owned  Los  Angeles  Times;  all  lost  out  to  Sam  Zell  (see) 
in  April.  Democratic  fundraiser  ditching  the  Clintons  for  Obama. 
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Annenberg  (d.  2002).  Inherited  half  of  his 
S4  billion  estate;  Annenberg  Foundation, 
Metropolitan  Museum  of  Art  got  the  rest. 
Walter's  father,  Moses,  started  Triangle  Pub- 
lications; Walter  inherited  it  at  age  32, 
added  magazines  (Seventeen,  TV  Guide). 
Sold  publishing  empire  to  Rupert  Murdoch 
(see)  for  $3  billion  in  1988.  Served  as 


Ambassador  to  the  Court  of  St.  James  under 
Nixon.  Leonore:  Stanford  grad,  U.S.  Chief 
of  Protocol  under  Reagan.  This  year 
donated  $15  million  to  "Newseum"  in 
Washington,  D.C.;  S30  million  to  the  Eisen- 
hower Medical  Center. 

William  Randolph  Hearst  III 

S2.4  BILLION 

Hearst  Corp.  San  Francisco.  58. 

Married,  3  children 


Austin  Hearst 

$2.1  BILLION 

Hearst  Corp.  New  York  City.  55. 

Twice  divorced,  3  children 


George  Randolph  Hearst  Jr. 

$2.1  BILLION 


Hearst  Corp.  Los  Angeles.  80. 

Divorced,  remarried;  4  children 


David  Hearst  Jr. 

$2.1  BILLION 


Hearst  Corp.  Los  Angeles.  62. 

Single 


Phoebe  Hearst  Cooke 

$2.1  BILLION 


Hearst  Corp.  San  Francisco.  80. 

Divorced,  remarried;  1  child 


FIVE  GRANDCHILDREN  OF  PUBLISHIN 
legend  William  Randolph  Hearst.  Willian 
father,  George,  was  a  prospector,  land  baroi 
U.S.  senator  who  "won"  failing  San  Francisc 
Examiner  newspaper  as  payment  for  garr 
bling  debt  in  1880.  Only  child,  William  (< 
1951 ),  assumed  control  in  1887,  built  nation 
largest  newspaper  chain  via  sensational  "ye 
low"  journalism.  Used  papers  to  champio 
Spanish-American  War;  infamously  por 
trayed  by  actor  Orson  Welles  in  Citizen  Kant 
Today  Hearst  Corp.  controls  newspaper 
{San  Francisco  Chronicle,  Houston  Chronicle 
magazines  (Cosmopolitan,  Esquire),  cabl 
networks  (stakes  in  ESPN,  Lifetime,  A&E 
TV,  radio  stations.  William  III  a  partner  z 
VC  firm  Kleiner  Perkins,  invests  in  compa 
nies  focused  on  Web  video,  fiber  optics 
Company  relocated  to  $700  million,  46-stor 
"green"  tower  last  year. 

John  Malone 

52.4  BILLION  

Liberty  Media.  Parker,  Colo.  66. 

Married,  2  children 

LONGTIME  CABLE  BARON  ABHORS  TAXES 
loves  dealmaking.  Partner  to  TCI  cabl< 
founder  Bob  Magness  (d.  1996)  sold  nation: 
largest  cable  company  to  AT&T  in  1999  foi 
S54  billion.  Today  publicly  held  holding 
company,  Liberty  Media,  owns  stakes  ir 
cable  (QVC,  Encore,  Starz),  cell  phone: 
(Motorola),  online  retailing  (InterAc- 
tiveCorp).  Ended  tense  standoff  with  Ruper 
Murdoch  (see)  in  April;  gave  up  Sll  billior 
in  News  Corp.  shares  for  39%  stake  ir 
DirecTV  and  S550  million  in  cash.  Plans  tc 
spin  off  DirecTV  with  public  offering  ol 
Liberty  Entertainment.  In  May  Liberty 
swapped  68.5  million  shares  it  held  in  Time 
Warner  in  exchange  for  that  company's  pro 
baseball  Adanta  Braves,  craft  magazines  and 
S960  million  cash. 


r 


Rupert  Murdoch 
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Some  think 
two  generations. 
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We  think 

succession 

planning. 
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ice  1 856,  we  have  focused  on  bringing  new  perspectives 
our  clients.  Understanding  the  past  but  shaped  by  the 
ure.  Always  looking  at  opportunities  and  challenges  from 
Dng-term  point  of  view.  Because  we  know  the  future 
3sn't  just  happen.  It  has  to  be  built, 
/w.credit-suisse.com 


inking  New  Perspectives. 


Credit  Suisse 
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Joseph  Mansueto 

S2  BILLION 


Morningstar.  Chicago.  51. 

Married,  3  children 


Edmund  Ansin 

$1  .7  BILLION 

Sunbeam.  Miami  Beach.  71. 

Divorced,  3  children 


FOUNDED  INVESTMENT  RESEARCH  FIRM 
Morningstar  with  $80,000  in  1984; 
cultivated  quarterly  publication  into 
analysis  giant  famous  for  its  5-star  ratings. 
Took  public  in  2005;  shares  have  tripled 
since.  Company  bought  InvestorForce's 
institutional  hedge  fund  and  separate 
account  database  division  for  $10  million 
last  summer;  then  added  Standard  & 
Poor's  mutual  fund  database  for  $55  mil- 
lion in  March.  U.  of  Chicago  grad  person- 
ally purchased  Fast  Company  and  Inc. 
magazines  from  Gruner  &  Jahr  for  $35 
million  2  years  ago.  Works  in  cubicle 
alongside  employees. 


FATHER,  SIDNEY,  RAN  FAMILY'S  SHOEMAK- 
ing  operation,  invested  in  Florida  real  estate. 
Ed  preferred  the  limelight.  With  dad, 
bought  Miami  TV  station  in  1962  for  S3.4 
million.  Took  over  1971.  Dropped  NBC 
affiliation  in  1989,  revamped  as  tabloid  new  s 
station;  heavy  emphasis  on  crime,  consumer 
stories.  Later  added  2  competing  Boston 
stations.  Today  son  Andrew  manages  real 
estate  investments:  4.5  million  square  feet  of 
commercial  property,  mostly  in  Broward 
County,  Fla.  Has  no  plans  to  diversify:  "I 
don't  plan  to  cash  out.  That's  for  my  heirs  to 
worry  about." 


bankrupt.  Dad  moved  on  to  build  radio  st 
tion  1923.  Added  TV  1948.  Son  "Stub"  to( 
over  1981 ,  built  direct-satellite  TV  biz  wi 
U.S.  Satellite  Broadcasting.  Public  1996;  so 
3  years  later  to  Hughes/DirecTV  for  $1 
billion.  Latest  project:  ReelzChannel,  mov 
info  and  trivia  channel.  Debuted  year  a£ 
in  30  million  homes.  Says  TV  still  beats  tl 
Net:  "If  you  want  to  reach  a  mass  audienc 
there's  no  other  way  to  do  it." 


Alan  Gerry 

$1  .6  BILLION 


Cable  TV.  Liberty,  N.Y.  78. 

Divorced,  remarried;  3  children 


Stanley  Hubbard 

$1  .6  BILLION 


DirecTV.  Lakeland,  Minn.  74. 

Married,  5  children 


CABLE- HATING  DIGITAL  DISH  LOVERS 
swear  allegiance  to  Hubbard.  His  father, 
Stanley  Eugene  (d.  1992),  created  one  of 
first  commercial  airlines  in  U.S.;  it  went 


HIGH  SCHOOL  DROPOUT  JOINED  MARINE 
in  WWII;  trained  as  television  repairma 
on  GI  Bill.  Launched  cable  biz  with  SI, 50 
in  1956:  built  5-channel  system  in  Libert 
N.Y.  Rapidly  consolidated  cable  franchise 
Sold  to  Time  Warner  for  $2.8  billio 
in  1996.  Now  invests  via  Granite  Assoc 
ates:  hedge  funds,  real  estate,  privat 
equity,  Time  Warner  stock.  Spent  million 
of  dollars  building  performance  hall  o 
site  of  original  Woodstock  concert.  Fund 
environmental,  educational,  medic 
causes. 


George  Lucas 
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More  than  $30  billion  of  investment 
assets  under  management  and  we  know 
where  every  penny  is. 


r  portfolio  of  diversified  real  estate  investment  programs  spans  the  range  of  risk/return  options.  Research,  investment 
ircing  and  resources  are  unparalleled.  And  our  investment  teams  manage  it  all  with  a  disciplined  process,  focusing  on 
?ry  detail.  At  CB  Richard  Ellis,  platform  meets  performance. 


The  right  business  partner  for  all  your  real  estate  needs. 


#1  in  commercial  real  estate  worldwide  www.cbre.com  888.707.3908       CB  RICHARD  ELLIS 
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Billy  Joe  (Red)  McCombs 

$1  .6  BILLION 

Radio,  oil,  real  estate.  San  Antonio.  79. 

Married,  3  children 

AUTO  MECHANIC'S  SON  DROPPED  OUT  OF 
law  school  to  sell  cars  in  1950,  owned  1st 
dealership  by  age  25.  Built  string  of  car  lots 
across  native  Texas  before  founding  radio 
station  giant  Clear  Channel  with  Lowry 
Mays  1972.  Still  owns  4.8  million  shares 
worth  $180  million.  Onetime  owner  of  Min- 
nesota Vikings  cashed  out  in  2005,  selling 
team  for  $600  million  and  netting  $350  mil- 
lion profit.  Money  now  reinvested  in  oil,  real 
estate,  more  car  dealerships. 


Barry  Diller 

$1 .5  BILLION 

IAC/lnterActiveCorp.  New  York  City.  65. 

Married 


TRANSFORMED  FROM  HOLLYWOOD  MOGUL 
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to  Internet  maven  in  past  decade.  Kept 
blunt,  fearsome  style  intact.  Spent  3 
decades  in  Hollywood  then  quit  News 
Corp.  1992  to  be  owner,  not  employee. 
Now  controls  Internet  melange  IAC/Inter- 
ActiveCorp:  60  brands  including  Ask.com, 
Citysearch,  Gifts.com,  iNest,  Evite,  College- 
Humor,  RealEstate.com,  Ticketmaster, 
LendingTree.com.  Unique  monthly  visitors: 
153  million.  Split  off  travel  Web  sites  oper- 
ation Expedia  in  August  2005  (TripAdvisor, 
Hotels.com,  Hotwire).  Wealthy  developers 
son  went  to  Beverly  Hills  High  School, 
dropped  out  of  UCLA  for  job  in  mailroom 
at  William  Morris  Agency.  "I  read  the  entire 
history  of  the  entertainment  business." 
Later  became  an  executive  at  ABC  (1960s), 
Paramount  (1970s),  then — for  Rupert 
Murdoch — created  Fox  Broadcasting  Co. 
(1985),  a  then  unheard-of  4th  major  network 
Now  on  the  Net,  missed  MySpace  and 
YouTube  revolution. 


Robert  Naify 

$1 .4  BILLION 

Movie  theaters.  San  Francisco.  85. 

Widowed,  6  children 

LEBANESE  IMMIGRANT  FATHER  GOT  INTO 
movie  business  1912:  opened  Atlantic  City 
movie  theater  where  Robert  and  brother 


Marshall  (d.  2000)  started  as  ushers,  projec- 
tionists. Inherited  movie  theater  empire; 
eventually  purchased  half  of  United  Artists 
theater  chain.  Sold  stake  in  1986  to  John 
Malone's  (see)  Tele-Communications  Inc. 
for  cash  and  TCI  stock.  Ran  postproduction 
firm  Todd-AO  before  selling  to  Malone's 
Liberty  Media  in  1999. 


Herbert  Siege! 

$1  .3  BILLION 

Television.  New  York  City.  79. 

Widowed,  2  children 

BOUGHT  21%  STAKE  IN  STRUGGLING 
Warner  Communications  in  the  early 
1980s;  made  windfall  with  Time  Inc. 
merger.  Formed  United  Paramount  Net- 
work with  Viacom,  lost  $800  million  in  5 
years.  Sold  parent  company  Chris-Craft  to 
Rupert  Murdoch's  (see)  News  Corp.  for 
$5.3  billion  2001. 


Frank  Fertitta  III 

$1  .3  BILLION 


Lorenzo  Fertitta 

$1  .3  BILLION 


See  page  122. 
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By  Judith  L.  Turnock  m  ■ 

Cultural  Competence  Is  the  Key  to  Global  Growth 

rhriving  in  the  global  marketplace  requires  cultural  competence:  clearly  understanding  and  respecting 
every  culture,  language  and  individual  work  style,  and  then  incorporating  those  insights  into  all  business 
operations.  According  to  Carlos  Orta,  president  and  chief  executive  officer  of  the  Hispanic  Association 
Corporate  Responsibility  (HACR),  it  is  "a  process  of  continuous  refinement,"  the  result  of  experience  and 
ciplined  adherence  to  a  comprehensive  strategy.  U.S. -based  companies  that  have  had  decades  of  diversity  and 
lusion  experience  are  finding  themselves  better  prepared  as  they  engage  with  new  markets  around  the  globe. 


SUITE  LEADERSHIP 

\t  AT&T,  diversity  and  inclusion  are  essential  components  of  a 
:essful  business  strategy,"  declares  Randall  Stephenson,  AT&T's 
irman  and  chief  executive  officer.  At  Pfizer,  diversity  and  inclusion 
incorporated  and  upheld  throughout  the  company.  "Leadership 
cation  and  engagement  is  a  critical  component  of  our  diversity 
inclusion  strategy,"  says  Leslie  Mays,  vice  president  of  worldwide 
;rsity  and  inclusion.  "We  have  strong  diversity  and  inclusion 
mpions  across  the  organization  in  key  leadership  roles  —  starting 
i  our  Chief  Executive  Officer  and  Chairman  Jeff  Kindler,  along 
i  the  full  support  of  his  Executive  Leadership  Team."  This  kind  of 
leadership  from  the  top  drives  every  corporate 


initiative.  It  also  holds  true  for  diversity  and  inclusion,  which  form 
the  foundation  for  cultural  competence. 

Senior  leaders  responsible  for  building  cultural  competence  use  best 
practices  that  are  applicable  in  any  business  initiative.  When  chief 
executives  regularly  support  cultural  competence  —  internally  and 
externally,  formally  and  informally  —  their  employees,  partners  and 
customers  notice  and  begin  to  trust  and  support  the  initiatives.  They'll 
seek  capacity-building  training  and  experiences,  incorporate  them  into 
their  work  products  and  look  for  continued  commitment  and  proof  of 
success.  These  signals  of  mutual  respect  resonate  around  the  world. 

When  senior  leaders  actually  participate  in  initiatives  that  promote 
cultural  competence  —  including  mentoring,  affinity  groups,  training 


Bob  Reed 

Vice  President  - 
Diversity  and  Inclusion 
AT&T 

At  AT&T,  diversity  and  inclu- 
sion are  part  of  our  culture.  Our 
primary  goal  is  to  be  a  good 
neighbor  in  the  communities 
where  we  live  and  work,  and  our 
relationship  with  HACR  is  part  of 
making  diversity  a  priority  in 
every  aspect  of  our  business. 

We've  been  recognized  by 
Diversitylnc,  LATINA  Style  and 
Hispanic  Business  for  our  diversity 
leadership,  and  we  aim  to  continue 
leading  the  way. 

AT&T's  diverse  workforce  is  an 
asset  to  the  company  and  a  result 
of  our  commitment  to  recruit,  hire 
and  retain  the  best  and  brightest 
talent  from  all  backgrounds. 

We  actively  promote  the  partici- 
pation of  diverse  businesses  in  our 
supply  chain,  which  helps  us  deliver 
the  best  products  and  services  to 
customers.  AT&T  also  incorporates 
diversity  into  its  philanthropic 
giving,  advertising  and  media,  and 
products  and  services. 

At  AT&T,  diversity  is  not  about 
counting  heads  —  it's  about  making 
heads  count.  By  respecting  and 
including  different  viewpoints,  we 
are  better  able  to  serve  our  cus- 
tomers, employees,  business  partners 
and  communities. 


at&t 
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and  volunteering  at  nonprofit  organizations  business  around  the  world. 
—  buy-in  occurs.  If  progress  in  cultural        MGM  Mirage  created  and  spearhec 

competence  is  made  a  part  of  the  formula  the  Las  Vegas  Women  of  Color  Conferer 

to  calculate  bonuses  and  determine  promo-  to  provide  leadership,  networking  a 

tions,  then  the  incentive  to  change  is  even  learning  opportunities  for  professioi 

"At  AT&T,  diversity  and  inclusion  are  essential 
components  of  a  successful  business  strategy." 

—  Randall  Stephenson,  Chairman  and  Chief  Executive  Officer,  AT&'h 


more  immediate.  The  "top-down  process 
for  the  creation  of  cultural  awareness 
and  competence,"  as  described  by  HACR's 
Orta,  gives  companies  a  head  start  with 
emerging  markets.  The  stage  is  set  for 
success  everywhere. 

WORKFORCE  CAPACITY 
DEVELOPMENT 

Edmund  F.  Kelly,  chairman,  president 
and  chief  executive  officer  of  Liberty 
Mutual,  shares  his  perspective:  "Strong, 
healthy  organizations  are  inclusive.  Liberty 
Mutual  only  succeeds  if  we  tap  into  all 
available  pools  of  diverse  talent  and  provide 
the  opportunity  to  grow  and  advance  based 
on  ability,  performance  and  aspirations." 
HACR's  Orta  provides  wise  context: 
Inclusion  and  cultural  competence  are  not 
finite  goals  but  part  of  "a  process  of  con- 
tinuous refinement"  as  new  perspectives 
bring  new  insights. 

Pfizer  executives  and  business  leaders 
have  completed  the  first  phase  of  an  educa- 
tion program,  and  now  have  specific 
diversity  and  inclusion  objectives  in  place 
within  their  performance  plans.  A  metrics 
framework  is  planned  for  enterprise-wide 
dissemination  in  2008.  These  requirements 
to  drive  progress  throughout  the  company 
signal  Pfizer's  belief  and  commitment  to 
diversity  and  inclusion  as  a  powerful,  sus- 
tainable business  advantage.  The  company 
has  found  that  this  work  helps  in  its  efforts 
to  better  understand  and  respond  to  the 
cultural  complexities  associated  with  doing 


women  as  part  of  its  efforts  to  position  its 
as  the  employer  of  choice  in  its  industry. 

Inclusion  practices  that  unlock  t 
potential  and  productivity  of  every  U 
employee  will  guide  success  in  new  marke 
MGM  Mirage  Chairman  and  Chief  Executi 
Officer  J.  Terrence  Lanni  has  made  t 
connection:  "As  we  extend  our  brands  ai 
our  business  operations  around  the  wor 
we  must  be  ready  to  meet  the  challenges 
business  in  a  global  environment." 

SUPPLIER  DIVERSITY 

Building  a  network  of  diverse  supplie 
sends  a  message  of  economic  inclusion  ai 
commitment  to  local  economies.  U 
companies  that  have  a  history  of  successl 
business  relationships  with  minority-  ai 
women-owned  suppliers  in  the  U.S.  have 
distinct  advantage  in  new  markets.  Th 
understand  how  to  develop  smaller  ai 
perhaps  less-sophisticated  enterprises  an 
build  them  into  effective  and  efficie 
business  partners.  Pfizer,  for  example,  nc 
spends  $500,000  annually  with  minorit 
and  women-owned  enterprises.  MG 
Mirage  spends  more  than  10%  of  its  yean 
procurement  budget  with  such  divers 
owned  companies.  Best  practices  for  wori 
irig  with  these  new  partners  include  placil 
supplier  diversity  champions  througho 
the  company,  mentoring  and  providir 
support  for  the  sourcing  organizatio 
hosting  supplier  information  session 
establishing  annual  objectives  and  reviewii 
quarterly  performance  against  objectives 


Helping  a  diverse  workforce  reach  its 
full  potential  is  the  key  to  reaching  ours. 

At  AT&T  we  believe  that  building  our  company  around  a  talented,  dedicated  and  diverse  workforce  is 
instrumental  to  our  success.  That's  why  we  foster  an  inclusive  work  environment  —  to  drive  innovation, 
productivity  and  engagement.  We  understand  that  standing  at  the  forefront  of  our  industry  means 
standing  at  the  forefront  of  workforce  inclusion.  To  join  us,  log  on  to  our  career  website  at  www.att.jobs. 


LESLIE  MAYS 

Vice  President  of  Worldwide 
Diversity  and  Inclusion 
Pfizer  Inc 

Pfizer  and  its  nearly  90,000  col- 
leagues work  every  day  in  more  than 
150  countries  to  help  people  stay 
happier  and  healthier  longer.  Pfizer 
partners  with  health  care  providers, 
governments  and  local  communities 
worldwide  to  expand  access  to  better- 
quality  health  care,  and  is  proud  of 
its  long-standing  engagement  with 
the  Latino  community. 

Pfizer 's  Latino  Leadership  Council 
(LLC),  now  in  its  fifth  year,  provides 
direction  and  assistance  to  the 
company  on  Latino  recruitment, 
retention  and  development.  In  2006, 
the  LLC  sponsored  Pfizer's  first-ever 
conference  for  120  Latino  senior 
leaders  to  explore  challenging  topics 
of  relevance  to  the  group  and  Pfizer. 
A  second  conference  is  planned  for 
late  2007. 

The  LLC  also  helps  influence 
Pfizer's  philanthropic  contributions 
to  Latino  community  organizations. 
An  exciting  example  of  this  creative 
collaboration  is  Pfizer's  three-year, 
$5.8  million  program,  Alianza  por 
una  Frontera  Saludable,  to  fight  the 
twin  epidemics  of  diabetes  and 
cardiovascular  disease  in  the  U.S.- 
Mexico border  region.  Alianza 
partners  federally  qualified  health 
centers  in  the  U.S.  and  community 
organizations  in  Mexico. 
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"We  have  strong  diversity  and  inclusion  champion 
across  the  organization  in  key  leadership  roles  - 
starting  with  our  Chief  Executive  Officer  and 
Chairman  Jeff  Kindler,  along  with  the  full  support 
of  his  Executive  Leadership  Team." 

—  Leslie  Mays,  Vice  President  of  Worldwide  Diversity  and  Inclusion,  Pfizer  Inc 


Some  companies  have  achieved  even 
greater  results  in  supplier  diversity.  AT&T, 
for  example,  spent  $5.15  billion  on  products 
and  services  from  diversely  owned  enterprises 
in  2006.  Verizon  has  mandated  significant 
participation  from  diverse  suppliers  in  its 
new  $23  billion  fiber-optic  network  project, 
one  of  its  largest  capital  investments.  These 
companies  have  leveraged  their  U.S.  experi- 
ences to  develop  and  employ  supplier 
organizations  globally,  reaping  the  rewards 
of  customer  loyalty. 

CORPORATE  PHILANTHROPY 

Corporate  philanthropy  in  the  U.S.  is 
a  less  direct  but  equally  effective  strategy 
for  achieving  economic  inclusion.  Many 
corporations  focus  on  promoting  education 
at  all  levels,  often  including  their  own 
business  products  to  increase  skills.  This 
philosophy  would  translate  well  to  any 
culture.  In  2006,  AT&T  and  the  AT&T 
Foundation  contributed  more  than  $36 
million  and  supported  nearly  1,200 
organizations  and  programs  that  enrich 
and  strengthen  diverse  communities 
nationwide.  Education  initiatives  can  take 
many  forms. 

Supporting  low-income  children  and 
their  mothers  around  the  world,  whether 
for  education,  health  care,  sanitation,  food 
or  job  skills,  is  another  important  initiative. 
Liberty  Mutual  Foundation's  goal  is  to  "help 
people  live  safer,  more  secure  lives,"  with  a 
focus  on  programs  that  improve  health  care, 
education  and  human  services.  Another 
example  of  how  U.S.  giving  strategies  can 
benefit  operations  in  other  countries  is 
Pfizer's  Alianza  por  una  Frontera  Saludable 
(Alliance  for  a  Healthy  Border),  an  initiative 


to  partner  U.S.  federally  qualified  heal 
centers  and  Mexican  community  organiz 
tions  to  combat  diabetes  and  heart  diseaj 
in  the  border  region. 

MEETING  GLOBAL 
CHALLENGES 

Understanding  diversity  and  inclusic 
programs  in  the  U.S.  puts  companies  in 
better  position  to  know  what  works 
other  cultures  around  the  world.  But  wh 
about  the  specifics  of  exclusion,  which  al 
different  everywhere?  How  do  companit 
develop  mutually  respectful  relationshij 
so  that  divergent,  deeply  held  beliefs  ca 
be  addressed? 

Begin  with  language,  as  many  U. 
companies  have  already  done.  Verizol 
AT&T  and  The  Home  Depot  all  hai 
Spanish-language  Web  sites  and  off 
customer  service  in  Spanish.  AT&T  al: 
has  a  Web  site  on  self-service  capability 
in  five  Asian  languages. 

Doing  business  outside  the  U.S.  require 
foreign  language  competency.  U.S.  emplo; 
ees  who  have  been  trained  properly  wi 
avoid  miscommunicating  and  respon 
appropriately  to  the  challenges  of  their  ne1 
environments.  Their  employers  will  continu 
to  outperform  those  companies  that  hav 
not  prepared  their  employees. 

THE  HISPANIC  ASSOCIATIO 
ON  CORPORATE 
RESPONSIBILITY 

For  more  than  two  decades,  the  Hispani 
Association  on  Corporate  Responsibilit 
(HACR)  has  been  the  driving  force  behiro 
the  increase  in  Hispanic  inclusion  through 
out  corporate  America.  A  coalition  of  1 


A  DIFFERENT 
WAY  OF 
THINKING 
A  BETTER 
WAY  OF 
WORKING. 


In  3  tim©  of  rapid  change  for  our 
company  and  for  our  industry,  we 
believe  that  the  unique  perspective 
of  each  Pfizer  employee  is  vital.  Why? 
Because  the  tough  health  care  chal- 
lenges people  are  facing  today  call 
for  new,  different,  and  diverse  ways 
of  thinking. 

That's  why  we're  implementing  a  global 
strategy  to  ensure  Pfizer's  culture  not 
only  respects,  but  also  leverages  each 
individual  employee's  background, 
character,  and  life  experiences.  We're 


putting  those  unique  perspectives  to 
work  to  find  new,  innovative  solutions 
for  patients,  and  better  ways  of  working 
with  our  customers,  our  partners,  and 
the  communities  we  serve. 

At  Pfizer,  we  believe  diversity  means  an 
inclusive  and  empowering  work  environ- 
ment. The  result?  A  happier,  healthier 
tomorrow  for  us  all. 


Working  for  a  healthier  world' 

www.pfizer.com 


Believe  it. 


At  Liberty  Mutual,  we  help 
people  live  safer,  more  secure 
lives.  You  can  see  it  in  our 
responsible  and  motivated 
team  -  where  employees  treat 
our  clients  and  each  other  with 
dignity  and  respect.  You  can 
feel  it  in  the  challenging  work 
that's  part  of  our  growing  and 
dynamic  company.  Expect  to  be 
challenged.  Expect  results  to  be 
recognized.  Expect  your  hard 
work  and  determination  to  create 
real  opportunities.  Find  it  hard  to 
believe?  Just  ask  any  one  of  us. 

For  more  information  visit 
libertymutual.com/careers. 

Inclusion  is  the  answer.  Liberty  Mutual 
is  an  equal  opportunity  employer. 


Liberty 
Mutual, 
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"Inclusion  and  cultural  competence  are  not  finite  goal; 
but  part  of  a  process  of  continuous  refinement  as  ne\^ 
experiences  bring  new  insights." 


Carlos  Orta,  President  and  Chief  Executive  Officei 
Hispanic  Association  on  Corporate  Responsibility 


highly  respected  national  Hispanic  organi- 
zations, HACR  and  its  35  corporate  mem- 
bers advance  the  inclusion  of  Hispanics 
in  corporate  America  at  a  level  commen- 
surate with  their  substantial  economic 
contributions.  HACR's  programs  support 
inclusion  in  employment,  procurement, 
philanthropy  and  governance. 

HACR  reflects  the  collective  voice  of 
more  than  46.6  million  Hispanics  living  in 
the  U.S.  and  Puerto  Rico,  who  constitute 
14%  of  the  population  and  the  largest  and 
fastest-growing  non-white  population. 
Their  collective  purchasing  power  was 
$863.1  billion  in  2007  alone  —  and  is  fast 
approaching  SI  trillion. 

In  2007  HACR  achieved  two  important 
milestones:  It  kicked  off  its  first  CEO 


Roundtable,  where  Frank  Blake,  Jim  Skinr 
and  Ivan  Seidenberg  (the  chief  executi 
officers  of  The  Home  Depot,  McDonali 
and  Verizon,  respectively)  shared  th. 
perspectives  on  the  importance  of  diversi 
and  inclusion  to  their  businesses,  with 
focus  on  Hispanics.  "These  particular  CE» 
appreciate  and  respect  the  importance  of  t 
Hispanic  Consumer  Market  (HCM)  and 
community  leadership  to  their  compani 
growth,"  says  Manuel  Mirabal,  chairman 
the  HACR  Board  of  Directors. 

HACR  also  released  the  HACR  Corport 
Governance  Study,  its  updated  findings 
Hispanic  representation  in  the  boardrooi 
and  C-suites  of  America's  top  corporatioi 
Results  include: 

•  In  2006,  Hispanics  held  172  board  sei 


"Liberty  Mutual  only  succeeds  if  we  tap  into 
all  available  pools  of  talent  and  provide  the 
opportunity  to  grow  and  advance  based  on 
ability,  performance  and  aspirations." 


—  Edmund  F.  Kelly,  Chairman,  President  and 
Chief  Executive  Officer,  Liberty  Mutual  | 


HACR's  inaugural  CEO  Roundtable,  held  April  30, 2007,  in  Miami,  Fla.  (L.  to  R.):  Michelle  Caru 
Cabrera,  CNBC  (moderator);  Jim  Skinner,  Vice  Chairman  and  CEO,  McDonalds;  Frank  Blake, 
CEO,  The  Home  Depot;  and  Ivan  Seidenberg,  Chairman  and  CEO,  Verizon. 
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'As  our  company  becomes  a  global  enterprise,  our  diversity  philosophy  is 
essential  to  this  bold  future." 

—  J.  Terrence  Lanni,  Chairman  and  Chief  Executive  Officer,  MGM  Mirage 


(or  3.1%)  of  the  top  500  public  companies,  compared  with  1.9% 
in  2003. 

Latinas  held  44  of  those  board  seats,  up  from  21  in  2003. 
espite  improvement,  the  absolute  numbers  are  small  when 
red  against  Hispanic  population  and  buying  power.  These 
vth  rates  suggest  it  will  take  100  years  for  Hispanics  to  achieve 
parity.  HACR  is  energized  to  hasten  progress  with  even  stronger 
atives.  Orta's  strategy  is  set:  "The  development  and  continued 
notion  of  skills  and  practices  essential  for  corporate  responsibility 
atives  and  a  greater  emphasis  on  cultural  competency  among 
or  management  and  staff." 

>  download  a  copy  of  the  2007  HACR  Corporate  Governance 
y,  go  to  www.hacr.org.  ■ 

Produced  by  Gloria  I.  Lerner 

Edited  by  Wesley  Nam 
Designed  by  Arlette  Henriquez 


WEB  DIRECTORY 

AT&T 

www.att.com 

LIBERTY  MUTUAL  GROUP 

www.libertymutual.com/careers 

MGM  MIRAGE 

www.mgmmiragediversity.com 

PFIZER  INC 

www.pfizer.com 


Writer  Judith  L.  Turnock  is  an  attorney,  executive  coach  and  inclusion  strategy 
expert  based  in  New  York  City.  She  is  coauthor  o/Cracking  the  Corporate  Code: 
The  Revealing  Success  Stories  of  32  African-American  Executives  (AMACOM, 
2003)  and  The  Power  of  Inclusion:  Unlock  the  Potential  and  Productivity  of  Your 
Workforce  (John  Wiley,  2006). 


•  ... 

Diversity 
has  a  MASCOT 

■ 

-  •    •  ■ .     ■     ■  • 

MGM©MI'RAGE 

,    J-  "     •  ■    UNIT, ED  THROUGH  DIVERSITY' 

■ 

Nevada:  Bellagio  •  MJJM  Grand  •  Mandala.y  Bay  •  The  Mirarje  •  Treasure  Island 
Monte  Carlo  •  New  York-New  York  •  Luxor'*  Excalibur  •  Circus  Circus 
/        Railroad  Pass  •  Circus  Circus  Reno  •  Gold  Strike 

Outside  Nevada:  Boau  Rivage  •  Gold  Strike  (  Tunica  •  MGM  Grand  Detroit 
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CONNOISSEURS 

These  trendsetters  decide  the  color  of  your  shirt,  the  length  of 
your  skirt  and  the  shape  of  your  sunglasses.  They  get  richer  every  time  you 
step  in  front  of  the  mirror  and  decide  it's  time  to  change  your  look. 


$4.7  BILLION 


Fashion.  New  York  City.  67. 

Married,  3  children 


SON  OF  RUSSIAN  IMMIGRANTS  GREW  UP  IN 
the  Bronx.  Became  Brooks  Brothers  clerk; 
left  business  school  to  design  ties  for  Beau 
Brummel  1967.  Launched  Polo  with 
$50,000  later  that  year.  Sold  28%  of  com- 
pany to  Goldman  Sachs  for  $138  million 
1994;  took  public  1997.  Today  classic 
designs  span  men's  and  women's  clothing, 
luggage,  house  paint,  furniture,  fragrances; 
new  line  Rugby  now  experimenting  with 
"punk  meets  preppy"  for  younger  genera- 
tions. Signed  exclusive  deal  with  Wimble- 
don to  dress  umpires,  ballpersons  in  French 
navy  RLX  Tennis  duds;  last  year  was  first 
time  umps  didn't  sport  green  in  tennis  tour- 
ney's 129-year  history.  Collection  of  Euro- 
pean cars  was  on  display  at  Museum  of  Fine 
Arts  in  Boston:  Bugatti,  Bentley,  Alfa 
Romeo,  Ferrari,  Porsche,  Jaguar.  Son  David 
runs  Polo  advertising,  boyfriend  of  presi- 
dential niece  Laun  >  Bush.  Daughter  Dylan 
runs  Manhattan  ca  .  ^tore. 


Jim  Davis  &  family 

$2.5  BILLION 


New  Balance.  Newton,  Mass.  64. 

Married,  2  children 

NEW  BALANCE  OWNER  HUNG  UP  SNEAKERS 
in  April  after  35  years;  ceded  control  to  new 
chief  executive,  Robert  DeMartini,  citing 
desire  for  a  younger,  more  progressive  oper- 
ation. Remains  chairman;  wife,  Anne,  is 
executive  vice  president.  New  Balance  Arch 
Co.  founded  in  1906  to  correct  orthopedic 
foot  problems.  Davis  foresaw  rise  of  athletic 
shoe  popularity,  bought  company  on  day  of 
Boston  Marathon  1972.  Built  brand  shun- 
ning fashion  trends;  focused  on  selling  com- 
fort, support.  Company  holds  No.  2  spot  in 
U.S.  sneaker  market.  Sales:  $1.5  billion. 


$2, 


lannard 


Oakley.  San  Juan  Islands,  Wash.  58. 

Divorced,  4  children 

SHADES  MAVEN  FIRST  HAWKED  MOTORCY- 
cle  grips  from  car  trunk  1975.  Moved  to  eye- 
wear 1983.  Shrewd  marketer  built  brand 


enticing  hotshot  athletes  to  sport  his  trend} 
Oakley  sunglasses.  Emphasized  style,  cut* 
ting-edge  lens  technology;  Oakley  glassej 
are  made  of  polycarbonate  material  that  car 
withstand  a  shotgun  blast.  Now  competing 
with  Nike,  expanding  into  sportswear 
shoes.  Company's  headquarters  dubbed  tha 
"design  bunker"  for  its  600,000-square-fool 
reinforced  blast  walls.  Agreed  to  sell  com* 
pany  to  Italian  rival  Luxottica  for  $2. 1  billior 
in  June.  Deal  will  close  this  year;  Jannarc 
will  stay  on  as  "chief  mad  scientist." 

John  Fisher 
$1.5 


BILLION 


Gap.  San  Francisco.  46.  Married,  4  children 


$1.4  f 


Gap.  San  Francisco.  54.  Married,  3  children 


William  Fisher 

$1  .4  BILLION 


Gap.  San  Francisco.  50.  Married,  3  children 


PARENTS  DONALD  AND  DORIS  FOUNDEC 
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j4udemarsPiguet 

Le  maitre  de  I'horlogerie  depuis  1875 


MILLENARY 
COLLECTION 


INITIATION  INTO  THE  ART  OF  TIME 

PINK  GOLD  WATCH  WITH  CENTER  SECONDS  AND  DATE  DISPLAY,  EXCLUSIVE  SELF-WINDING  AUDEMARS  PIGUET 
MOVEMENT.  WATER-RESISTANT  TO  20  METERS,  also  available  in  white  gold 

AUDEMARS  PIGUET  BOUTIQUES 
40  EAST  57'"  STREET,  NEW  YORK,  NY  888.  214.  6858  •  BAL  HARBOUR  SHOPS,  BAL  HARBOUR,  FL  866.  595.  9700 

wwvrf.audemarspiguet.com 
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COUTURE 

CONNOISSEURS 


music-and-jeans  store  the  Gap  in  San  Fran- 
cisco 1969;  opened  6  new  stores  in  first  year. 
Public  1976.  Parents  handed  control  of  com- 
pany—and nearly  half  of  their  stock — to 
second  generation  2004;  shares  down  15% 
since.  Today  company  boasts  3,100  stores 
across  4  brands  (Gap,  Old  Navy,  Banana 
Republic,  Piperlime).  Sales:  $16  billion. 
William  ran  company's  international  stores 
until  1998.  Robert  became  interim  chief 
executive  in  January  following  the  resigna- 
tion of  Paul  Pressler;  former  exec  failed  to 
revive  fledgling  Gap  brand.  John  owns  pro 
baseballs  Oakland  As;  donates  to  schools  for 
underprivileged. 


$1 .3  BILLION 

Kohl's.  Menomonee  Falls,  Wis.  64. 

Married,  2  children 

WITH  PARTNERS  JOHN  HERMA  AND  JAY 
Baker,  former  store  manager  took  control  of 
Kohls  department  store  chain  in  manage- 
ment buyout  1986.  Then:  localized  40-store 
Wisconsin  chain.  Now:  834-stores  behemoth 
spanning  46  states.  Public  1992.  Stepped 
down  from  chief  executive  post  1999, 
remained  chairman  until  2002.  Company 
courting  new  shoppers  with  chic,  low-cost 
designs  from  Vera  Wang,  kitchen  accessories 
from  Food  Network.  Sales:  $15.5  billion. 
Owns  $700  million  in  Kohl's  stock;  also  stake 
in  used  car  conglomerate  Carmax. 


<3E> 

$1 .3  BILLION 

Retail.  Nanjing,  China.  58. 

Married,  2  children 

CHAIRMAN  OF  THE  GOLDEN  EAGLE  RETAIL 
Group,  operator  and  developer  of  8  high-end 
retail  stores  in  China.  Also  owns  real  estate. 
Studied  at  Chinese  Culture  U.  in  Taiwan  in 
1969,  immigrated  to  U.S.  1971.  M.B.A.  from 
Southeastern  Louisiana  U.  2  years  later.  First 
job:  manager  of  a  Thrifty  Drug  Store  in  Los 
Angeles.  Took  Golden  Eagle  public  last  year. 
Philanthropist  has  donated  money  to  relief 
efforts  for  the  catastropJiic  lie  .  'ding  in  China 
in  1998.  more  recently  Nanj..  Blind  School, 
child  wei  auses. 


Ralph  Lauren 
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Clothes  don't 
make  the  man 
until  the  shoes  give 
their  approval. 


Men  Edmonds 

Introducing  the  2007 
Fall  Collection. 

ALLENEDMONDS.COM 
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HALL  OF  FAME 


Captains  of  Capitalism 

These  25  past  and  present  members  of  The  Forbes  400  created  a  product,  built  a 
market  or  satisfied  a  need  that  touched  us  all.  By  Matthew  Miller 


jeff  bezos  •  Amazon.com 


He  started  out  selling  books  over  the  Internet  from  his  garage.  Many  of  his  ideas  are  now  the  cornerstones  of  online  commerce. 


WARREN  8UFFETT  • 

investments,  philanthropy 

The  Oracle  of  Omaha  made 
himself  and  many  others  wealthy  by 
astutely  investing  insurance  reserves. 


OPRAH  WINFREY  • 

Oprah  

She  has  influenced 
millions  of  lives 
with  her  daily 
TV  show,  lifestyle 
magazines,  book 
club  and  charitable 


sam  walton  « Wal-Mart 

What  did  he  have  that  Frank 
Woolworth  and  S.S.  Kresge 
did  not  have?  Computers. 
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I  things  these  days  are  more  comforting  than  dependable,  consistent  income.  Talk  to  an  advisor  about  the  opportunity  to  enjoy  attractive 
ime  month  after  month  with  Nuveen  Investments'  closed-end  funds.  With  more  than  100  closed-end  funds,  Nuveen  Investments 
tinues  to  pioneer  new  and  innovative  ways  to  help  balance  portfolios  and  help  investors  keep  more  of  their  hard-earned  money.  Learn 
•e  at  nuveen.com/cef.  As  always,  there  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  If  interest  rates 
,  the  value  of  a  fund's  portfolio  may  decline.  Closed-end  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 

NUVEEN 

Investments 

Smarter  ways  to  be  conservative. 

An  investor  should  carefully  consider  the  Fund's  objective,  risks,  charges  and  expenses  before  investing.  For  an  annual 
report  or  prospectus  (when  applicable)  containing  this  and  other  information  about  Nuveen's  funds,  contact  your  advisor  or 
Nuveen  at  1-800-257-8787.  Read  this  information  carefully  before  you  invest  or  send  money.  ©2007  Nuveen  Investments,  Inc. 
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Howard  schultz  » Starbucks 

Take  a  regular  coffee  and  douglinut, 
translate  them  into  Italian,  and 
you  can  double  the  price. 


STEVE  JOBS 


Other  people  sell  music  players  and  other  people  sell  laptops. 
He  sells  style. 


JOHN  SIMPLOT  • 

Potatoes  

He  grows  the  ingredients 
for  a  third  of  the  french 
fries  sold  around  the 
country. 


1 


k 


BILL  GATES  «Wir 
Became  Americas  richest 
man  putting  a  PC — and  a 
wondrous  operating 
system — "on  every  desk 
and  in  every  home." 


GEORGE  LUCAS  •  Star  W: 


He  grossed  more  than  $4  billion  taking  us  to  a  galaxy  far,  far  away. 
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If  a  plane  departs  Shanghai  at  9:00  pm  and 
flies  due  west  at  500  mph,  how  much  time  do 
you  have  to  stop  a  deadly  pandemic?  yC 


ibm.com/avianflu 


IBM,  the  IBM  logo  and  ibm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other 
countries.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved. 
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JULIO  &  ERNEST  GALLO  •  Wine 


Grape  growers  switched  to  wine  after  Prohibition,  in  1933.  Spent  decades  selling  affordable  vino  to  the  masses. 


RAY  KROC 


Bought  McDonald's  in  1961  and  supersized  our 
waistlines  one  Happy  Meal  at  a  time. 


SERGEY  BRIN  &  LARRY  PAGE  ♦  Google 

Google  wasn't  the  first  search  service,  but  it's 
one  of  the  most  powerful — and  profitable. 


FORREST  MARS  SR.  • 

Candy  bars 

He  introduced  the 
creamy  nougat  that's 
deliciously  hiding 
inside  almost  every 
chewy  candy  bar  in 
the  world. 


TED  TURNER  »  CNN 

His  cable  news  network 
pioneered  24-hour 
journalism  during  the 
Gulf  war. 
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If  Carlos  knows  he  is  half  Irish,  one  quarter 
Spanish,  and  one  quarter  Chinese,  how  is 
it  possible  that  he  is  also  100%  Tanzanian? 


ibm.com/dna 


IBM,  the  IBM  logo  and  ibm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other 
countries.  Other  cqmpany.  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved. 
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Gave  pyramid  selling 
schemes  a  good 
name:  diey  turned 
an  army  of  would-be 
entrepreneurs  into 
door-to-door 
peddlers  of 
supplements. 


Charles  schwab  « Discount  stock  brokerage  

He  opened  Wall  Street  to  Main  Street  by  offering  affordable  broker 
fees  for  stock  trades.  Went  online,  spawned  many  imitators. 
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MICHAEL  MILKEN  • 

Junk  bonds 

He  went  to  jail  for 
securities  fraud,  but 
without  the  high- 
yield  markets  he 
created,  many 
Wall  Street  deals 
would  not  happen. 


MICHAEL  DELL  • 

Computer  retailing 

His  genius  was  not  in 
building  computers  but 
in  creating  a  new  way  to 
sell  them — with  mass 
customization  over  the 
Internet. 


GORDON  MOORE  • 

Intel  

Pushed  the  world 
into  the  digital  age 
by  predicting  the 
number  of  transistors, 
on  a  microchip 
would  double  every 
two  years. 


BILL  &  JAMES  FRANCE  • 

Nascar  

Who  knew  so  many 
would  get  so  much 
joy  out  of  watching 
cars  fly  around  a 
track  on  Saturday 
afternoons? 


ESTEE  LAUDER  •  Cosmetics 


Started  out  selling  premium  creams  and  lotions,  then  built  a  beauty  empire  on  compacts  and  lipsticks. 
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a  sign  of  DEPENDABILITY. 


9H     P           JB  \ 

hi 

For  generations  we've  been  helping  to  fuel  our  way  of  life.  From  the  wellhead  in  k 
/enezuela  to  the  U.S.  coast,  we  efficiently  deliver  crude  oil  in  just  six  days  as  opposed  to  Jftk 
weeks  or  months.  We're  the  people  of  CITGO,  and  we're  there  for  you  at  every  turn.  C¥^tti 

ir  an  in-depth  discussion  abo 

mum 

A 

go  to  ThinkAboutOil.org 
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These  titans  of  technology  have  spun 
licon  into  silver  and  gold,  building  fortunes 
on  Microsoft,  Amazon — and  Google. 


Paul  Allen 
$16.8 


BILLION 


Microsoft,  investments.  Seattle.  54. 

Single 

MICROSOFT  COFOUNDER  MAY  BE  ONE  OF 
most  hopeful  tech  investors  ever.  Spent  8 
years  at  company  he  started  in  1975  with 
Bill  Gates  (see) — and  24  years  after  quirting, 
it  still  provides  a  quarter  of  his  net  worth. 
Fortune  down  53%  since  2000  (back  then: 
$36  billion).  Lost  huge  sums  on  far-off 
visions:  $250  million  on  Interval  Research 
Group  (tiny  sun-powered,  wearable  com- 
puters; shuttered  in  2000);  stake  in  Charter 
cable  now  worth  $1.1  billion,  down  85% 
since  2000.  Even  Microsoft  fails  him:  stock 
down  50%  since  2000.  Once  owned  25% 
stake  in  company;  has  sold  large  chunks  of 
shares  over  time.  Tumbles  out  of  The  Forbes 
400  Top  10  this  year.  Fared  better  in  natural 
gas:  20%  stake  in  Plains  All  American  up 
20%  in  year,  to  $830  million.  Has  fun:  rock 
'n  roll  museum  in  Seattle,  basketballs  Port- 
land  Trail   Blazers,   football's  Seattle 


Seahawks,  413-foot  yacht.  Went  to  presti- 
gious Lakeside  School  with  Gates  in  Seattle. 
Dropped  out  of  Washington  State.  Left 
Microsoft  in  1983  to  fight  Hodgkin's  disease. 
Early  backer  of  DreamWorks  SKG,  sold  out 
this  year.  Guitar  junkie  funded  2 -year  legal 
battle  by  Jimi  Hendrix  kin  to  recover  rights 
to  his  music;  won.  Donates  to  education, 
arts,  science  causes. 

Steven  Ballmer 

$1  5.2  BILLION 

Microsoft.  Hunts  Point,  Wash.  51. 

Married,  3  children 

ZEALOUS  CHIEF  NAVIGATES  MICROSOFT'S 
midlife  crisis.  Google  is  "it  girl"  now.  Acquired 
online  ad  shop  Aquantive  in  May  for  S6  bil- 
lion in  cash  (20%  of  bankroll).  Vista,  Windows 
overhaul,  released  to  mixed  reviews.  Detroit 
native  dropped  out  of  Stanford  M.B.A.  pro- 
gram to  join  former  Harvard  classmate  Gates 
(see)  in  1980.  Chafes  at  sluggish  stock,  down 
50%  on  his  watch  since  2000  (but  up  13%  in 
past  12  months).  Pushes  patience.  "Great 


things  in  this  business  don't  happen  overnight" 
Rarely  sells  shares. 

Pierre  Omidyar 

$8.9  BILLION 

Ebay.  Henderson,  Nev.  40. 

Married,  3  children 

FRENCH-BORN  COMPUTER  PROGRAMMES 
launched  online  auction  Ebay  in  1995. 
Today  more  than  one  million  people  use  il 
as  primary  or  secondary  source  of  income. 
Handed  exec  control  to  Meg  Whitman  (see) 
in  1998,  remains  chairman.  Active  blogger 
philanthropic  via  Omidyar  Network; 
finances  small  businesses  in  developing 
economies,  donates  to  nonprofits.  Gave 
S100  million  to  alma  mater  Tufts  in  2005. 

James  Goodnight 

$8.7  BILLION 

SAS  Institute.  Gary,  N.C.  64. 

Married,  3  children 

Continued  on  page  164 
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Pitney  Bowes 


Engineering  the  flow  of  communication'" 


Pitney  Bowes  innovations  don't  just  turn  up  on  envelopes.  Our  data  management  solutions  help  critical 
information  —  like  medical  records  — get  into  the  right  hands.  And  not  into  the  wrong  ones.  Stronger 
privacy  protection  can  reduce  liability  and  improve  customer  satisfaction  —  for  a  healthier  bottom  line. 
SEE  WHAT  PITNEY  BOWES  MAILSTREAM  SOLUTIONS  CAN  DO  FOR  YOU.  VISIT  PB.COM/NEXT2 
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BYTE  BARONS 

Todd  Wagner  $1.5  BILLION 

Broadcast.com.  Dallas.  47.  Married,  1  child 

BORED  LAWYER  CHANGED  CAREERS,  CRE- 
ated  early  Internet  video  outfit  Broadcast.com  with 
partner  Mark  Cuban  (see).  Sold  to  Yahoo  in  1999 
for  $5.7  billion;  company  isn't  visible  today.  Went 
Hollywood.  With  Cuban,  owns  stakes  in  2929 
Entertainment,  Magnolia  Pictures,  Landmark  The- 
atres, HDNet,  Lion's  Gate.  Sold  domestic  rights  for 
indie  flick  We  Own  the  Night  to  Sony  for  record 
$11.5  million  in  May;  manly  mob  drama  stars 
Joaquin  Phoenix,  Mark  Wahlberg.  Believes  a  few 
eco-entrepreneurs  will  become  billionaires:  "Some- 
one who  will  figure  out  how  to  capitalize  on  these 
environmentally  friendly  trends  in  the  coming 
decade." 


BARONS 


John  Sail 

$4.4  BILLION 

SAS  Institute.  Cary,  N.C.  58. 

Married,  4  children 

MET  AS  GRADUATE  STUDENTS  AT  NORTH 
Carolina  State.  Cofounded  SAS  Institute  1976, 
now  believed  to  be  largest  privately  held  soft- 
ware maker  in  the  world;  massive  databases, 
customer  analysis,  business  intelligence.  Sales 
up  13%  to  $1.9  billion  last  year.  Goodnight 
owns  two-thirds,  Sail  the  rest.  At  work  employ- 
ees get  free  candy,  day  care,  35-hour  workweek  \ 
and  scholarships  for  their  kids  to  attend  affil- 
iated Cary  Academy.  Goodnight:  claims  U.S. 
should  open  borders  to  skilled  overseas  IT 
workers.  "Why  restrict  the  best  and  the 
brightest  people  from  coming  into  your  coun- 
try?" Founded  Cary  Academy  1996;  school 
emphasizes  technology.  Sail:  soft-spoken  stat- 
istician heads  software  development. 


Jeffrey  Bezos 

$8.7  BILLION 

Amazon.  Seattle.  43. 

Married,  3  children 

DOT-COM  PIONEER  DEFIES  GRAVITY,  SURVIVES 
tech  crash.  Took  company  public  in  1997  and 
expanded  from  bookselling  into  thousands  of 
products  online.  Decade  later  books  still  big 
piece  of  virtual  mall's  $  1 0.7  billion  sales.  Stock 
up  1 80%  in  past  1 2  months;  net  income  fell  50% 
to  $190  million  in  2006.  Computer  whiz 
worked  at  hedge  funds  after  graduating  from 
Princeton  in  1989;  quit  before  30th  birthday 
to  sell  books  online  from  Seattle  garage.  Space 
cadet  building  base  and  testing  center  on 
300,000  acres  of  Texas  land  for  his  Blue  Ori- 
gin commercial  space-travel  venture. 


Eric  Schmidt 

.5  BILLION 

Google.  Atherton,  Calif.  52. 

Married,  2  children 

THE  GROWN-UP  AT  GOOGLE  USES  SURGING 
stock  price  to  buy  way  into  Web  videos 
(YouTube),  blog-hosting  (blogger.com),  pres- 
entation software  (Tonic  Systems,  Zenter).  Ads 
remain  the  driver  of  the  high-profit  search  en- 
gine, posting  99%  of  sales,  now  past  $  1 0. 5  bil- 
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Transamerica  companies  offer  insurance,  investment,  and 
retirement  strategies  to  help  make  your  dreams  a  reality. 


Transamerica 

The  Power  of  the  Pyramid 


INSURANCE        •        INVESTMENTS        •  RETIR 

nsurance  products  underwritten  by  Transamerica  Occidental  Life  Insurance  Company,  Cedar  Rapids,  IA  52499,  and  affiliates.  In  New  York,  products  underwritten  by  Transamerica  Fi 
Purchase,  NY  10577  Products  may  not  be  available  in  all  jurisdictions.  Masters  is  a  registered  trademark  of  Augusta  National,  Inc. 
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SOME  PERFECTION  IS  DEBATABLE. 


SOME  IS  NOT 

Made  by  hand  from  100%  blue  agave. 
The  world's  #1  ultra-premium  tequila. 
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on  a  year.  Net  margins:  30%.  Earned  electri- 
il  engineering  degree  from  Princeton  and 
h.D.  from  UC,  Berkeley.  Joined  Bell  Labs, 
len  Xerox.  Developed  Java  technology  at  Sun 
licrosystems  1980s.  Recruited  in  2001  by 
any  Page  and  Sergey  Brin  (see  both)  to  be- 
3me  chief  executive.  Sold  $600  million  in 
ock  this  year;  reduced  stake  by  15%. 

teve  Jobs 

5.7  BILLION 

pple,  Disney.  Palo  Alto,  Calif.  52. 

larried,  3  children 

AILED  AS  "IGOD"  ON  MAGAZINE  COVER  FOR 
Jvent  of  iPhone — slickest,  most-hyped  gadget 
/er.  Black-clad  digi-god  suddenly  a  Dark 
jigel  falling  to  earth.  His  creation  sells  a  mil- 
an  units  in  10  weeks  at  $600;  instant  $200  price 
it  riles  disciples.  Gets  Tinseltown  takedown 
hen  he  tries  to  muscle  Hollywood  as  he  did 
msic  biz;  NBC  Universal  pulls  shows  from 
Aines.  Result:  iFlop  for  Apple  TV.  Specter  of 
ptions  backdating  still  hangs;  SEC  stops  at 
FO,  new  ex-pal  Fred  Anderson — who  blames 
>bs.  New  novel  by  "FakeSteve"  (a  FORBES 
riter)  depicts  him  as  narcissistic  jerk  Options 
lie  in  October.  Adopted  by  working-class  cou- 
le,  drops  out  of  Reed  College,  founds  Apple 
l  proverbial  garage.  Fired  1985.  Best  revenge: 
»ne  year  later  he  buys  Pixar  graphics  startup 
om  Star  Wars  creator  George  Lucas  (see)  for 
10  miJlion.  Sells  it  to  Disney  20  years  later  for 
7.4  billion — with  a  "B" — thanks  to  heavenly 
it  list  ( Toy  Story,  Monsters  Inc.,  Finding  Nemo, 
he  Incredibles).  In  interim  had  second  com- 
lg  at  Apple  1996.  Now  Mickey's  largest  indi- 
idual  holder,  6.7%  stake  worth  $4.6  billion — 
times  more  than  the  value  of  his  0.6%  bite 
f  Apple.  Never  mind  the  setbacks.  Still  coolest 
■ch  superstar  ever. 

Ain  Kao 

4.7  BILLION 

armin.  Mission  Hills,  Kans.  58. 

larried,  2  children 

iary  Burred 

3.1  BILLION 


armin.  Stilwell,  Kans.  70. 

larried,  3  children 


UILT  RICHES  ON  A  MARKETING  SURPRISE, 
artners  met  at  AlliedSignal,  left  and 


founded  Garmin  in  1989  to  make  naviga- 
tion devices  for  aviation,  boating,  using 
newfangled  Global  Positioning  System. 
Original  office:  2  folding  chairs  and  a  card 
table.  But  U.S.  Army  servicemen  loved  GPS 
during  Gulf  war  (though  Garmin  never 
had  a  military  contract),  and  now  in  Iraq. 
In  1998  duo  realized  GPS  could  sell  to 
directions-starved  drivers  on  U.S.  high- 
ways, too.  Spouses  stop  bickering.  Shares 
soared  145%  in  past  year.  Revenue:  $1.8 
billion.  Building  third  plant  in  Taiwan. 
Burrell  retired  as  cochairman  2004,  now 
chairman  emeritus.  Kao,  CEO,  donated 
$17.5  million  to  U.  of  Tennessee  for  science 
and  engineering  research. 

Gordon  Moore 

$4.5  BILLION 

Intel.  Woodside,  Calif.  78. 

Married,  2  children 

"ACCIDENTAL  ENTREPRENEUR"  STUDIED 
chemistry  at  UC,  Berkeley,  got  Ph.D.  from 
Caltech.  Researched  weapons  propulsion  at 
Johns  Hopkins  and  inadvertently  dreamed 
up  the  integrated  circuit  that  spawned  the 
PC  revolution.  One  of  the  Traitorous  Eight 
cofounded  Fairchild  Semiconductor  in 
1957.  Created  chipmaker  Intel  with  Robert 
Noyce  1968;  introduced  first  microproces- 
sor 3  years  later.  Coined  Moore's  Law:  com- 
ponents on  chip  (and  hence  computing 
power)  would  double  approximately  every 
two  years;  only  recently  has  this  begun  to 
slow.  Intel  still  reigns  as  world's  biggest  chip- 
maker,  sales  pass  $35  billion.  Stepped  down 
as  chairman  emeritus  last  year.  Donated  $5 
billion  worth  of  shares  to  Gordon  &  Betty 
Moore  Foundation  in  2000. 

Craig  McCaw 

$2.8  BILLION 

Communications.  Seattle.  58. 

Married,  3  children 

SON  OF  CABLE  INVESTOR  JOHN  ELROY 
McCaw.  Craig,  at  age  19,  finds  father  dead  of 
a  heart  attack,  watches  as  dads  partners  try 
to  grab  family  business.  Vows  to  work  with 
only  those  he  truly  trusts;  takes  over  with 
brothers  Bruce,  Keith  and  John  Jr.  and  trans- 
forms company  into  early  cell  phone  giant 
McCaw  Cellular.  Sells  to  AT&T  in  1993  for 
$11.5  billion.  Reinvests  profits  in  Nextel 
satellite  network — then  it  all  collapses  in 
telecom  crash  of  2000.  Now  chief  of  wireless 
Clearwire.  Went  public  in  March,  but  stock 
has  been  volatile.  Stake  now  worth  $810 
million.  Partnered  with  Sprint  Nextel  for 
roaming  service. 


THE  PERFECT 
PATRON  SILVER 
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2  oz.  Patron  Silver 
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Method:  Pour  over  ice  in  rocks  glass. 
Garnish  with  a  lime  slice.  Enjoy. 
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Ray  Dolby 

$2.7  BILLION 


Dolby  Laboratories.  San  Francisco.  74. 

Married,  2  children 


SOUND  OF  SILENCE  PRODUCES  PILE  OF 
profit  for  Oregon-born,  San  Francisco-bred 
electrical  engineer.  Played  clarinet  as  child,  be- 
came fascinated  by  reed  vibrations.  Worked 
at  Ampex  in  high  school,  on  early  videotape 
recording  system.  Engineering  Ph.D.  at  Cam- 
bridge. Founded  Dolby  Labs  in  London  1965, 
relocated  to  San  Francisco  1975.  Made  fortune 
with  audio-processing  systems  that  eliminate 
hiss  and  background  noise.  Dolby  now  indus- 
try standard  for  movies,  stereos.  First  block- 
busters in  1977:  Star  Wars,  Close  Encounters 
of  the  Third  Kind.  Forty  years  after  conception, 


Dolby  went  public  2005;  shares  up  100%  since 
January  2006.  With  wife,  donated  $16  million 
for  a  new  stem-cell  lab  at  UCSF.  Now  polish- 
ing 3-D  digital  cinema  technology. 

David  Sun 

S2.5  BILLION 

Computer  memory.  Orange  County,  Calif.  56. 

Married,  2  children 


John  Tu 

$2.5  BILLION 

Computer  memory.  Los  Angeles.  67. 

Married,  2  children 

COFOUNDED  KINGSTON  TECHNOLOGY  1987; 
now  nations  largest  privately  held  computer 
memory  outfit.  Today  its  USB  flash  drives  and 
flash  cards  grace  digital  cameras,  MP3  players. 
Its  DataTraveler  Mini-Migo  holds  2  gigabytes 
on  a  data  key  fob  less  than  1  inch  long,  for  $25. 
John  Tu;  family  fled  China  for  Taiwan  1949,  later 
moved  to  Germany  where  he  studied  electri- 
cal engineering.  Came  to  U.S.  1972.  David  Sun: 
moved  to  U.S.  from  Taiwan  1977,  worked  as 
chief  engineer  at  Alpha  Micro.  Pair  started  first 


memory-chip  shop  Camintonn  1982,  sold  i 
years  later  for  S6  million,  then  formed  Kingston 
Nifty  turnabout:  sold  80%  stake  to  Softbank  foi 
$1.5  billion  in  19%,  then  bought  it  back  for  onh, 
S450  million  3  years  later.  Revenue:  $3.7  billion 
up  185%  since  1995. 

Henry  Nicholas  ill 

$2.3  BILLION 

Broadcom.  Newport  Coast,  Calif.  48. 

Married,  3  children 


Henry  Samueli 

$2.3  BILLION 

Broadcom.  Newport  Beach,  Calif.  53. 

Married,  3  children 

NICHOLAS  IS  TECH'S  BAD  BOY— ALL  6  FEET 
6  inches  of  him.  Last  year  came  allegations 
he  used  illicit  drugs  and  prostitutes  to  lure 
customers,  in  lawsuit  filed  in  L.A.  County. 
Calif,  court  by  ex-bodyguard  over  back  pay 
recalling  a  2002  suit  threatened  by 
contractor  who  alleged  he  built  secret  lairs  at 
Nicholas  home  in  Newport  Beach  and  cited 
his  "manic  obsession  with  prostitutes"  and 


teve  Ballmer 
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"addiction  to  cocaine  and  Ecstasy."  He 
denies  all  charges;  contractor  case  settled, 
bodyguard  suit  pending.  Nicholas  and 
Samueli,  Broadcom's  chairman  and  technol- 
ogy chief,  met  while  working  in  chip  design 
at  TRW.  Formed  Broadcom  1991,  using 
Nicholas'  spare  bedroom  to  design  high- 
speed telecom  chips.  Went  public  1998. 
Nicholas  unexpectedly  quit  as  CEO  in  2003. 
Now  company  blames  him  for  stock-options 
backdating.  Restated  earnings,  cutting  2006 
profits  S2.2  billion,  to  S3.7  billion,  for  7  years 
of  shenanigans.  So  what:  shares  up  260% 
since  public  offering. 


Omid  Kordestani 

$2.2  BILLION 

Google.  Atherton,  Calif.  43. 

Married,  2  children 

GOOGLE'S  12TH  EMPLOYEE  BUILT  A  FOR- 
tune  that  started  with  a  game  of  ping-pong, 
i  Was  at  Netscape  when  he  met  Brin  and  Page 
(see)  in  1999.  They  invited  him  over  for 
ping-pong  in  a  garage  (of  course,  it's  tech), 
and  he  bought  everyone  dinner  at  a  nearby 
Chinese  restaurant.  Now  he  owns  1.1  mil- 
lion Google  shares  (to  Brin's  31  million)  and 
leads  sales  and  business  development.  Iran- 
ian immigrant  got  electrical  engineering 
degree  at  San  Jose  State,  did  short  stint  at 
Hewlett-Packard.  M.B.A.  from  Stanford, 
then  startups  (3DO,  Go  Corp.),  Netscape. 
Became  Google's  "business  founder"  1999 
after  Netscaper  K.  Ram  Shriram  (see)  joined 
board.  Led  SI. 65  billion  purchase  of 
YouTube  last  year. 


John  Morgridge 

$2.1  BILLION 

Cisco  Systems.  Portola  Valley,  Calif.  74. 

Married,  3  children  (1  deceased) 

WISCONSIN  NATIVE  STARTED  AT  HONEY- 
well;  became  chief  executive  of  Cisco  1988. 
i  Took  company  public  2  years  later,  stepped 
1  down  1995;  remains  Cisco  chairman  emeri- 
tus. Stock  soared  from  1995;  briefly  worlds 
fattest  company  by  market  cap  2000.  Plum- 
meted in  tech  bust  but  up  185%  from  $11 
low  in  2001.  Since  then  Cisco  sales  up  28%, 
net  profits  up  63%,  pei : -share  earnings  up 
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MULTIPLY  SECURITY 
AND  MAXIMIZE  UPTIME. 


TAKE  CONTROL  WITH  INTEL®  VPRO™  PROCESSOR  TECHNOLOGY. 

Repair  PCs  or  deploy  security  upgrades  remotely,  even  if  they're  powered  off* 
Automatically  isolate  an  infected  desktop  from  the  network.  With  64-bit  capable  Intel 
vPro  processor  technology,  powered  by  the  Core™2  Duo  processor,  you  multiply  your 
>any's  possibilities.  Learn  more  at  intel.com/vPro 
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160%.  With  wife,  Tashia,  gave  $50  million  to 
alma  mater  U.  of  Wisconsin  to  fund  bio- 
science research  last  year.  Outdoorsman 
chairs  the  Nature  Conservancy. 

David  Filo 
$2 


BILLION 


Yahoo.  Palo  Alto,  Calif.  41. 

Married 


Jerry  Yang 

$1  .9  BILLION 


Yahoo.  Los  Altos,  Calif.  38. 

Married,  1  child 


MET  AS  STANFORD  GRAD  STUDENTS,  VEERED 
off  Ph.D.  path  to  form  new  portal,  took  pub- 
lic 1996.  Brought  in  "professional  manage- 
ment" (Tim  Koogle  in  1995,  then  Warner 
Bros,  chief  Terry  Semel  in  2001).  Semel  quit 
under  fire  this  year.  Yang  became  chief 
executive  for  first  time  in  June.  Tough  job: 
Yahoo  (market  cap  $31.2  billion)  is  only 
one-fifth  value  of  Google;  in  2004  they  were 
neck  and  neck  at  $52  billion  apiece.  Yahoo 
upside  is  over  200  million  registered  users; 
most  Google  visitors  are  strangers.  Yang 
born  in  Taiwan.  Filo  expanding  into  China: 
bought  40%  stake  in  Alibaba.com  for  $1  bil- 
lion in  2005;  public  offering  of  Chinese 
business-to-business  Web  site  likely.  Yang 


aims  to  create  a  "stronger  culture  of  win- 
ning." Filo  runs  tech. 


James  Kim  &  family 

$2  BILLION 


Microchips.  Bryn  Mawr,  Pa.  71. 

Married,  3  children 


EMIGRATED  FROM  KOREA  TO  U.S.  1955, 
started  Amkor  Electronics  1968  as  U.S.  sales 
and  design  partner  of  father  H.S.  Kim's 
Anam,  Korean  semiconductor  maker.  Took 
public  30  years  later;  family  still  holds  45% 
of  stock.  Sales  up  30%  last  year  to  $2.7  bil- 
lion. Restated  7  years  of  finances  last  sum- 
mer for  backdating  of  stock  options.  Former 
Amkor  general  counsel  awaits  trial  on 
insider  trading  charges.  Made  second  for- 
tune in  videogames.  With  wife,  Agnes, 
started  Electronics  Boutique  retail  chain 
1977;  first  mall  kiosk  sold  calculators,  digital 
watches.  Sold  in  2005  to  GameStop  for  $1.4 
billion;  couple  got  $375  million.  Donates  to 
educational,  cultural  institutions. 


Thomas  Siebel 

$1  .9  BILLION 


Siebel  Systems.  Woodside,  Calif.  54. 

Married,  4  children 

FORMER  SALESMAN  FOR  ORACLE  LEFT  1990 
after  chief  Larry  Ellison  (see)  ditched  plans  to 
bring  Siebel's  sales-tracking  software  to  mar- 
ket. Founded  Siebel  Systems  1993,  took  pub- 
lic 1996.  Struggled  through  tech  downturn, 
then  grudge  match  vs.  Ellison  ended  badly: 
Siebel  quits,  his  creation  gets  sold  to  Oracle  in 
2006  for  $5.9  billion.  Siebel's  salve:  his  stake 
brings  $500  million  in  cash.  Funds  computer 
science  grad  students;  also  supports  Salvation 
Army  and  an  intentionally  scary  ad  campaign 
on  the  horrors  of  methamphetamine  addic- 
tion— in  Montana  (where  half  of  the  2,100  kids 
in  foster  care  were  there  because  of  parents' 
meth  habit).  In  June  donated  $100  million  to 
alma  mater  University  of  Illinois  to  create  fund 
focused  on  alternative  energy,  bioengineering, 
stem-cell  research. 


Amar  Bose 

$1.8  BILLION 


Bose.  Framingham,  Mass.  77. 

Divorced,  2  children 


SULTAN  OF  SOUND  FORMED  FIRM  43  YEARS 
ago,  yet  today  it  thrives  on  the  latest  in  iPod 
speaker  docks,  home  theater  systems,  noise- 
killing  headphones.  Sales:  $2  billion.  He 
started  repairing  radios  in  high  school  to 
help  family  after  WWII  hurt  his  father's 
import  business.  Earned  Ph.D.  in  electrical 
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By  Mi'chaeL  Roraey 


^  ^  anY  observers  of  the  global 
a  m  jEL  economy  would  insist  that 
Peter  D.  Sutherland  is  one  of  a  kind,  and 
for  good  reason.  Rarely  has  one  human 
being  moved  so  successfully  between  the 
worlds  of  government  and  international 
business.  As  the  Chairman  of  BP, 
Chairman  of  Goldman  Sachs  Inter- 
national, a  major  figure  in  the  World 
Trade  Organization  (WTO)  and  a  brilliant 
custodian  of  numerous  other  key  positions 
on  the  global  stage,  Sutherland  has  proven 
himself  to  be  a  renaissance  man  at  the 
juncture  of  business  and  public  policy. 

Born  in  Dublin  in  1946,  Sutherland  is  a 
reflection  of  the  Irish  approach  to  helping 
business  thrive,  combining  equal  parts  innovative  ambition, 
deeply  rooted  ethics  and  a  belief  that  responsible  govern- 
ments should  work  closely  with  one  another  and  the  private 
sector  to  ensure  maximum  success  for  all  parties. 
"Cooperation  between  the  public  and  private  sectors  is  crucial 
in  planning  national  policies,"  he  states. 

Recognized  from  his  school  days  as  a  gifted  intellect, 
Sutherland  attended  University  College  Dublin  and  ultimately 
graduated  from  the  prestigious  King's  Inns  School  of  Law, 
later  practicing  as  a  barrister  in  Dublin.  "To  stand  in  a  court- 
room with  a  man's  reputation,  livelihood  or  liberty  partly 
contingent  on  your  ability  to  present  his  case  not  merely 
concentrates  the  mind,  but  it  provides  a  training  that  has 
been  important.  Indeed,  it  has  been  the  foundation  for 
everything  else  in  my  life." 

Sutherland  has  called  globalization  a  moral  imperative, 
but  one  that  requires  balance  with  attention  to  the  needs  of 


both  rich  and  poor  nations.  As  Director- 
General  ot  the  General  Agreement  on 
Tariffs  and  Trade  (GATT),  Sutherland 
was  credited  with  bringing  the  Uruguay 
Round  to  a  successful  conclusion,  which 
created  the  WTO.  He  says  that  it  was  the 
most  challenging  position  he  ever  held. 
"A  great  deal  of  heavy  lifting  had  already 
been  done,  but  we  had  to  work  day  and 
night  for  months  to  complete  the  job," 
he  notes.  "I  chaired  the  negotiating 
committee  and  had  to  batter,  bruise  and 
cajole  governments  into  agreement." 

Throughout  his  professional  journey, 
Sutherland  has  maintained  his  humanity 
by  upholding  a  deep  commitment  to 
the  health  of  both  corporate  shareholders  and  the  citizens 
of  the  world. 

"I  was  fortunate  to  have  had  responsibilities  that  were  at 
the  center  of  fundamental  change  for  economic  activity,"  he 
says  with  characteristic  modesty.  "Businesses,  at  their  best, 
are  very  good  at  recognizing  one's  talents  and  rewarding 
one's  experiences,  and  I  was  lucky  that  businesses  have 
valued  what  I  learned  in  public  service,  while  public  bodies 
have  valued  what  I  learned  in  law  and  in  business." 

And  how  can  companies  best  prepare  for  success  in  an  age 
of  globalization.7  "By  internationalizing  their  perspectives," 
he  advises.  "This  demands  an  understanding  of  other 
societies  and  their  attitudes  to  global  economic  integration. 
The  only  point  of  view  any  of  us  depends  on  is  the  view 
from  where  we  are  standing.  Stand  in  many  places  to  get 
many  points  of  view." 

Such  is  the  perspective  of  a  truly  great  Irish  business  mind.B 
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engineering  from  MIT,  stayed  on  faculty. 
Began  research  in  hi-fi  sound.  Founded 
Bose  Corp.  1964;  first  contracts  with  NASA, 
U.S.  military,  to  improve  radio  communica- 
tions. Built  brand  on  groundbreaking  loud- 
speaker design.  Owns  60%  stake;  wears 


name  tag  to  office  so  employees  know  who 
he  is.  Enjoys  badminton.  Will  leave  fortune 
to  independent  research  institute. 

Theodore  Waitt 

$1.8  BILLION 

Gateway.  San  Diego.  44. 

Married,  4  children 

SON  OF  CATTLE  BROKERS  LEFT  U.  OF  IOWA 
one  semester  short  of  degree  to  start  PC 
maker  with  older  brother  Norman  in  1985. 
Gateway  rose  to  4th-biggest  player,  shipped 
in  Holstein -cow-patterned  boxes  in  homage 
to  origins.  Norman,  now  53,  quit  1991  as 
Dell  (see)  direct-mail  biz  forced  Gateway  job 
cuts,  store  closings;  fell  off  rich  list.  Gateway, 
peak  $30  billion  market  cap  year-end  1999, 


sold  to  Acer  for  $710  million  in  August.  Ted 
turned  to  hedge  funds,  real  estate  via  Avalon 
Capital.  Funds  Genographic  Project:  uses 
DNA  data  to  study  human  origins. 


L  John  Ooerr 

$1.8  BILLION 


Venture  capital.  Woodside,  Calif.  56. 

Married,  2  children 


ALPHA  DOG  AT  KLEINER  PERKINS  CAUFIELD 
&  Byers  funded  famed  tech  pups  in  1990s— 
Intuit,  Amazon,  Netscape.  But  Google, 
decade  later,  made  him  truly  rich.  KP's  $12.5 
million  investment  in  2001  now  at  $12  bil- 
lion. Doerr's  own  Google  stake:  $1.2  billion. 
Studied  electrical  engineering  at  Rice  U., 
then  Harvard  M.B.A.  Invested  $1.4  million 


The  Irish  mind. 

The  key  component  in  many  of  the  world's 
leading  life  science  companies. 

The  Irish.  Creative.  Imaginative.  And  flexible.  Agile  minds  with  an  almost  unique  capacity  to  initiate,  and 
)vate,  without  being  directed.  Always  thinking  on  their  feet.  Adapting  and  improving.  Generating  new 
Pledge  and  new  ideas. 

Naturally,  this  innate  flexibility  pervades  the  ecosystem.  Nowhere  else  will  you  find  such  close  and 
uently  informal  links  between  enterprise,  education  and  research  facilities,  and  a  pro-business  Government, 
nected  by  a  dynamic  information  infrastructure. 

It's  this  unique  set  of  competitive  advantages  that  has  made  Ireland  one  of  the  most  attractive  locations 
nvestment  by  the  world's  leading  life  science  companies. 

The  Irish  mind,  with  its  innate  knowledge  and  flexibility,  can  be  the  pathway  to  profit  for  your  business, 
earn  more,  contact  the  Irish  Government's  inward  investment  agency,  IDA  Ireland,  345  Park 
mue,  New  York  on  212  750  4300,  e-mail  idaireland@ida.ie  or  log  on  to  www.idaireland.com 
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in  a  few  nerds  from  Stanford  1980s — Sun 
Microsystems.  Next  big  idea:  green  tech. 
Also  fights  poverty,  AIDS  in  Africa. 


Kavitark  Ram  Shriram 

$1.8  BILLION 

Tech  investments.  Mountain  View,  Calif.  51. 

Married,  2  children 

INDIAN-BORN  FINANCIER  CREATED  SHOP 
hot  Junglee;  sold  to  Amazon  in  1998. 
Worked  for  Netscape,  Amazon  before  creat- 
i  ing  venture  firm  Sherpalo  in  2000.  Early 
investor,  board  member  of  Google  has  sold 
more  than  3  million  shares  since  2004  pub- 
lic offering;  still  owns  1.7  million  shares 
worth  $870  million.  Today  backs  Indian, 
U.S.  tech  outfits:  24/7  Customer,  Frontline 
Wireless,  Zazzle.com.  Sold  online  classifieds 
site  StumbleUpon.com  to  Ebay  this  year; 
owns  similar  Indian  site  Naukri.com. 


Walter  Scott  Jr. 

$1  .7  BILLION 

Construction,  telecom.  Omaha.  76. 

Widowed,  remarried;  6  children 

VIED  WITH  WARREN  BUFFETT  (SEE)  OVER 
girls  in  high  school;  2  became  lifelong  I 
friends.  Studied  civil  engineering  at  Col- 
orado State;  went  to  work  for  father's 
employer,  Kiewit  Construction  (now  Peter 
Kiewit  Sons').  Became  chief  executive  1979. 
Pushed  company  into  telecom,  fiber  optics, 
power  plants.  Retired  1998,  still  chairman 
Level  3  Communications.  On  Buffett  board 
at  Berkshire  Hathaway.  Owns  25%  of 
Omaha  Royals  minor  league  baseball  team. 
Patron  of  Henry  Doorly  Zoo  in  Omaha: 
"People  like  warm,  fuzzy  things." 


Bharat  Desai  &  famii  <©> 

$1 .7  BILLION 

Tech  outsourcing.  Fisher  Island,  Fla.  54. 

Married,  2  children 

ACCOUNTANT'S  SON  BORN  LN  KENYA,  MOVED 
to  India  at  age  1 1.  Studied  engineering  at  In- 
dian Institute  of  Technology,  took  program- 
ming job  in  U.S.  at  Tata  Consultancy  Services 
1976.  Earned  M.B.A.  from  U.  of  Michigan; 
founded  intb-tech  outsourcing  firm  Syntel  with 


wife,  Neerja  Sethi,  while  in  school.  "I'm  genet- 
ically not  wired  to  be  an  employee."  Went  pub- 
lic 1997;  shares  up  63%  in  past  12  months. 
Sales:  $270  million.  Card  player  represented 
India  in  bridge  world  championship  1995;  en- 
joys running,  yoga. 

Irwin  M.  Jacobs 

$1  .6  BILLION 

Qualcomm.  La  Jolla,  Calif.  73. 

Married,  4  children 

FORMER  MIT  PROFESSOR  GOT  RICH  ON 


wireless  patents.  Now  they  get  him  in  trou 
ble.  Founded  Qualcomm  1985  for  CDMj 
scheme  in  cell  networks.  Patent  fees  ar 
now  84%  of  profits.  In  June  Broadcor 
won  federal  lawsuit  alleging  Qualcomr 
abuses  power  at  international  standard 
body;  in  August  appeals  court  sided  wit! 
Broadcom  right  to  sue.  Remains  chairmar 
Son  Paul  runs  company,  owns  130  millio; 
shares.  Irwin  has  sold  13.5  million  share 
in  past  two  years.  Benefactor  to  Sai 
Diego  causes:  symphony,  art  museum 
university. 
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OMENT  OF  CREATION  THAT 
L  RECORDS  MUST  COME  TO  AN  END. 

IT'S  HOW  THEY  MEET  THEIR 

HAT  CONCERNS  US. 


During  rare  moments  of  deep 
introspection,  individuals  may 
realize  certain  activities  carry  risk 
that  endangers  the  living  record 
they  represent.  For  business 
records,  such  risk  is  unacceptable. 
Oce  Business  Services  regards 
records  management  as  central 
to  governance  of  the  document 
lifecycle.  Business  records  can 
determine  whether  an  enterprise 
prospers  financially,  protects  its 
intellectual  property,  or  risks 
noncompliance  and  litigation. 
Our  seasoned  team  of  accredited 
professionals,  supported  by 
advanced  technology,  applies 
best  practices  to  managing 
records  from  their  creation  to 
distribution,  retrieval,  archiving 
and  on  to  flawless  un-creation. 
The  peace  of  mind  we  bring  is 
notable.  You  might  want  to  think 
of  us  as  "risk  management'.' 
Keep  an  eye  on  Oce.  For  a  free 
white  paper  on  effective 
records  management, 
visit  www.obs-innovation.com 
or  call  1-888-390-1513. 
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Oce  Business  Services 

ADVANCING 
DOCUMENT  PROCESS  MANAGEMENT 
TO  A  HIGHER  LEVEL 
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By  Georgia  R.  Byrd 


pastime  of  boating 
ti  and  adventure.  Last 
;sociation,  one  in  three 
r  recreational  boating 
adults. 


ADVERTISEMENT  3 


CRUISING 


Furthermore,  the  International  Boat 
Industry  reports  that  the  U.S.  market  remains 
strong,  despite  a  drop  in  2005  due  to  one  of 
the  worst  hurricane  seasons  on  record. 
Overall,  boat  sales  continue  to  see  high  num- 
bers. While  entry-level  vessels  have  slowed  in 
sales  slighdy,  demand  is  increasing  in  the 
megayacht  industry. 

"There  is  not  enough  supply  to  meet  the 
growing  demand  in  the  superyacht  market," 
says  William  S.  Smith,  III,  vice  president  of 
Trinity  Yachts.  "There  has  been  a  considerable 
increase  in  wealth  in  the  world  and  a  desire 
from  our  clients  to  own  larger  yachts.  A  build 
length  of  1 50  feet  (46  meters)  was  unheard  of 
ten  years  ago.  Today,  our  average  build  length 
is  164  -  1 85  feet  (50  -  56  meters),  and  we  are 
building  yachts  well  over  200  feet  (61  meters). 
This  is  a  reflection,  in  part,  to  accommodate 
personal  luxuries  and  to  be  competitive 
within  a  growing  charter  market." 

In  this  profile,  Trinity  Yachts  is  joined  by  an 
Italian  company,  Benetti  Yachts,  in  setting 
worldwide  standards  for  megayacht  produc- 
tion. Their  new  build  sales  and  charter  options 
are  supported  by  charter  companies  like 
Cavendish  White  and  Burgess,  known  world- 
wide for  their  expertise  in  creating  exceptional 
yachting  experiences. 

The  World's  Largest  Boat  Show 

For  readers  who  are  ready  to  sample  the 
seas  firsthand,  take  your  checkbook  and 
head  south!  Entering  its  48th  year,  the  Ft. 
Lauderdale  International  Boat  Show® 
promises  to  attract  thousands  of  seagoers 
and  land-lovers  with  more  than  $1  billion 
worth  of  boats,  yachts,  accessories  and 
even  a  taste  of  the  tropics. 


The  event  begins  on  Thursday,  October 
25,  with  a  preview  day  that  ventures  to  six 
Ft.  Lauderdale  locations,  followed  by  four 
days  of  maritime  exhibitions  both  in  and 
out  of  the  water,  where  the  worlds  most 
recognizable  names  in  boating  offer  discounts 
that  seem  surreal. 

Access  to  and  additional  information  on 
the  "worlds  largest  boat  show"  is  available  at 
any  of  the  show's  six  gates  on  site,  or  through 
e-ticketing  at  www.showmanagement.com. 
Click  on  "Buy  Tickets." 

Ginn:  The  Ultimate  Luxury  Resort 

Visitors  to  the  Ft.  Lauderdale  International 
Boat  Show  will  have  an  opportunity  to  pre- 
view Ginn  sur  Mer,  a  luxury  community  and 
marina  development  located  three  hours  by 
sea  from  south  Florida.  The  Ginn  sur  Mer 
exhibit  will  feature  this  premier  private 
resort  at  Grand  Bahama  Island  and  share 
some  of  the  luxuries  ownership  will  offer. 
Ultimate  amenities  include  a  megayacht 
marina;  a  private  airport  with  customs  and 
immigration;  a  Grand  Canal  winding 
throughout  the  entire  property;  both  Jack 


Nicklaus  and  Arnold  Palmer  Signature 
Golf;  a  Monte  Carlo-style  casino;  a  variety 
of  restaurants;  world-class  shopping;  invig- 
orating spas;  and  a  private  beach  club  and 
Kids'  CrewSM  &  Adventures. 

Accommodations  include  golf-course- 
view,  deepwater  and  oceanfront  home  sites 
priced  from  $600,000  to  over  $1.4  million. 
To  explore  Ginn  sur  Mer,  visit  its  exhibit  at 
the  Ft.  Lauderdale  International  Boat  Show. 

Benetti  s  Legend:  A  Rising  Star 

Along  the  harbor  in  Fano,  Italy,  a  new 
yacht  beckons  onlookers,  reflecting  ai 
unique  silhouette  that  is  wowing  maritime 
aficionados.  Benetti  Yachts,  one  of  the 
world's  prominent  builders  of  large  yachts,, 
recently  introduced  its  latest  rising  star  -  at 
76-foot  (23-meter)  displacement  yacht 
appropriately  named  Legend.  Flaunting  ar 
astounding  luxurious  resemblance  to  thfl 
Stefano  Righini  and  Francois  Zuretti- 
touched  Benettis  of  the  larger  range,  Legend 
has  spawned  a  newer  kind  of  cruising,  one 
that  positions  the  owner  as  the  captain  ol 
his  ship. 
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Ft  Lauderdale  is  transformed  into  a  haven  for  boating 

enthusiasts,  as  its  offerings  span  six  locations. 
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With  a  distinct  styling  ttadition  reminis- 
cent of  the  '60s  and  70s,  Legend  is  rich 
with  glamour,  offering  a  customizable  inte- 
rior in  either  a  classic  or  a  contemporary 
flair.  Designed  for  owners  who  prefer  "little 
ships"  (under  25  meters  in  length),  Legend 
is  greeting  a  market  of  owners  who  enjoy 
the  challenge  of  commanding  a  vessel  with 
a  minimal  crew.  Yet,  if  an  owner  opts  for  a 
crew  of  one  to  three,  they  are  comfortably 
situated  at  Legend's  spacious  stern,  discreetly 
separated  from  the  living  and  guest  areas. 

On  board,  Legend's  interior  offers  expan- 
sive and  functional  rooms  worthy  of  the 
standards  set  by  larger  flagships  of  Benetti's 
fleet.  Benetti's  impressive  use  of  precious 
marble  as  well  as  the  intricate  craftsman- 
ship of  wood  enhancements  and  steel 
accents  distinguishes  these  rooms. 

Designed  for  the  owner  and  his  family, 
Legend's  layout  includes  three  guest  cabins 
plus  an  owner's  cabin,  all  located  on  the 
main  deck,  which  provides  accommodations 
for  up  to  eight  guests  on  board.  The  full- 


beam  VIP  cabin  offers  two  large  windows 
that  enable  guests  to  enjoy  the  view  from 
within  the  boat.  The  two  stern  cabins,  each 
equipped  with  two  beds,  are  designed  with 
two  large  windows. 

The  true  joys  of  this  yacht  are  experi- 
enced on  the  exterior  decks  where  a  wide 
sundeck  allows  for  complete  relaxation, 
even  during  sudden  downpours,  thanks  to  a 
retractable  and  waterproof  sunshade. 

Sample  your  own  Legend  as  you  sip 
Champagne  moored  in  a  small,  Mediterranean 
bay,  or  as  you  partake  in  the  amazing 
sunsets  of  Saint-Tropez  harbor.  Legend 
will  provide  the  same  Benetti  brand  of 


Benetti  Legend  Specifications: 

LOA  -  25.98m,  85ft. 
Maximum  beam  -  6.75m,  22.15ft. 
Maximum  speed  - 14  knots 
Cruising  Speed  - 13  knots 
Guests  -  8  people  in  4  cabins 
Crew  -  3  people  in  2  cabins 


luxury  synonymous  with  its  highl; 
regarded  reputation. 

Trinity  Yachts:  Redefining  Yacht  Building 
A  new  phrase  has  emerged  in  the  bayo 
country,  where  superyacht  construction 
breaking  production  records  in  the  U.S 
"Offshore  investment"  is  not  a  phrase  you'v 
likely  heard  associated  with  yachts.  Nor  is  i 
something  you'll  expect  economic  forecaster 
to  include  in  their  "new-build"  yachtin 
projections.  It  is,  however,  a  tag  line  Trinit 
Yachts'  customers  have  earned  outright  i 
the  sale  of  their  yachts  before,  during  an 
after  construction. 

Defining  the  phrase  requires  a  short  prime 
on  the  evolution  of  Trinity  Yachts,  now  ridin 
a  wave  of  prosperity  in  the  wake  of  2005 
Hurricane  Katrina.  Setting  records  for  ne 
construction,  purchasing  a  new  55-acre  ship 
yard  that  is  also  its  headquarters  in  Gulfpor 
Mississippi,  and  restoring  the  mostl 
destroyed  facility  in  New  Orleans  (where 
has  invested  $12  million  in  improvement 
are  just  a  few  of  the  milestones  the  compar 
has  passed  since  the  storm. 

Today,  amid  the  sultry  coastal  marsh< 
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A 1 61  -foot  Trinity-built  yacht  Zoom,  Zoom,  Zoom, 
is  now  available  for  charter  through  Cavendish 
White.  The  yacht  accommodates  ten  guests  in 
five  staterooms  and  offers  a  crew  of  nine. 


of  Mississippi's  Gulf  Coast  and  within  a 
short  drive  of  New  Orleans,  stands  an 
invigorated  company  that  has  recovered 
from  disaster  with  a  resounding  success  that 
is  even  padding  the  pocketbooks  of  many  of 
its  clients.  Magnificent  superyachts  are  com- 
ing to  life  within  enormous  sheds,  creating 
what  clients  are  calling  exciting,  new 
"offshore  investments." 

According  to  William  S.  Smith  III,  vice 
president  of  Trinity  Yachts:  "A  client  will 
contract  with  Trinity  to  build  a  superyacht, 
which  can  take  two  to  four  years,  depending 
upon  the  complexity  of  the  project.  Often  a 
new  client  who  prefers  not  to  wait  as  long 
will  request  to  purchase  the  yacht  (already 
undergoing  construction)  for  a  premium 
over  the  original  amount  the  existing  owner 
contracted  to  pay. 


"Obviously,  the  new  owner  benefits  from 
an  accelerated  launch.  The  original  owner 
benefits  from  the  profit  and  then  starts  a 
new  project,"  says  Smith. 

For  example,  one  of  Trinity's  clients  has 
built  five  yachts  since  2001  and  turned  each 
one  for  a  profit.  His  latest  offshore  invest- 
ment is  a  164-foot  (50-meter)  superyacht 
under  contract  at  Trinity's  Gulfport  shipyard. 

Those  who  are  spending  time  on  the 
water  in  their  prestigious  Trinity  Yachts  are 
just  as  pleased  with  their  investment,  which 


Trinity's  Lady  Michelle,  w*i  spacious 
dining  room  and  adjoining  main  salon 


increases  in  value  like  any  solid  investment 
"In  our  entire  history,  not  one  of  th 
yachts  commissioned  by  a  client  has  eve 
resold  for  less  money  than  the  contrac 
price,"  says  Smith. 

While  the  demand  for  new  and  large 
yachts  is  one  of  many  factors  that  is  drivin 
customers,  a  weak  American  dollar 
directing  them  to  the  U.S.,  and  to  Trinir 
a  name  that  has  become  renowned  in  th 
world  of  yachting  enthusiasts. 

Cavendish  White:  Yachting  Professional 

Cavendish  White's  stunning  Web  sit 
boasts  the  tagline  "yachting  for  the  cor 
noisseur."  With  18  years  as  accomplishe 
professionals  in  yacht  charter,  new-buil 
brokerage  and  now  yacht  management,  th 
is  truly  a  company  that  has  earned  its  title 

Following  Michael  White's  buyout 
Mark  Cavendish  in  the  late  '90s,  the  con 
pany  has  continued  to  prosper  and  grc 
annually  and  now  introduces  a  U.S.  offic 
in  Ft.  Lauderdale,  Florida.  Serving  the  mo 
demanding  clients  in  the  sales  of  lar§ 
yachts,  yacht  charter,  yacht  managemer 
and  project  management  of  new  builds,  tr 
south  Florida  office  joins  other  worldwic 
locations  to  ensure  client  satisfaction. 

Successfully  organizing  more  than  2,00 
charters  for  personal  use,  business  or  corpc 
rate  entertaining,  Cavendish  White  recent- 


Cavendish  White.  Meeting  your  every  need  in  large  yacht  sales,  yacht  charter,  yacht  management  and  new  build. 
And  we've  landed  an  office  in  the  United  States,  Fort  Lauderdale  Florida. 
For  further  information  call  +1  954  522  1510  email  usa@cavendishwhite.com  or  visit  us  at  www.cavendishwhite.com 


WHITE 


CAVENDIS 


YACHTING     FOR     THF  CONNOISSFUR 
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joined  forces  with  a  U.S. -based  megayacht 
group  to  create  "Leviathan  Yachts,"  which 
are  45  to  100-plus  meters  in  length.  These 
tremendous,  high-volume  vessels  have  a 
specification  that  matches,  or  in  many 
cases  exceeds,  those  of  other  leading 
shipyards  worldwide. 

Cavendish  White  professionals  specialize 
in  managing  every  aspect  of  your  yacht,  from 
the  finances  to  the  crewing,  safe  operation 
and  legal  aspects  of  running  the  yacht.  This 
allows  the  owner  to  enjoy  the  yacht  to  the 
maximum,  assured  in  knowing  it  is  cared  for 
by  a  dedicated  team  of  professionals. 

With  capabilities  to  oversee  new  build 
phases  -  from  idea  conception  to  producing 
quotes,  project  management,  launching 
and  sea  trials  -  the  Cavendish  White  team 
presents  all  shipyard  options  to  the  client 


Lady  Sheridan's  presence  on  the  seas  is 
as  magnificent  as  her  amenities,  extended 
to  charter  clients  through  Burgess. 


to  ensure  that  what  is  built  meets  and 
exceeds  expectations  and  is  not  specifically 
tied  to  one  particular  shipyard. 

Cavendish  White  is  the  ideal  size  for  a 
broker:  large  enough  to  influence  and  react 
to  matters  on  a  global  scale,  but  small 
enough  to  go  that  extra  mile  for  a  client.  The 
company  is  highly  respected  in  the  yachting 


Muse's  sundeck  is  spacious  and  inviting. 


industry  as  independent,  financially  soun 
efficient  and  entrepreneurial,  with  first-cla) 
contacts  throughout  the  world. 

Burgess:  Superyacht  Pioneers 

Over  the  course  of  more  than  30  years 
the  forefront  of  the  superyacht  industry,  tl 


Twine,  formerly  called  The  Wortti  Is  Not  Enough,  is  for  safe 
through  Cavendish  White,  This,  yachi  has  earned  the  title  o 
"the  world's  fastest  superyacht.'" 
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hly  respected  international  brokerage 
1  of  Burgess  has  garnered  an  enviable 
.nation  for  unrivaled  specialist  knowledge 
professional  integrity.  The  company's 
jal  operations  are  conducted  from  bases 
London,  Monaco,  New  York,  Miami, 
scow,  Athens  and  Palma.  With  a  unique 
is  on  yachts  of  over  120  feet,  Burgess  is 
nified  with  many  of  the  world's  most 
tigious  yachts  and  has  divisions  dedicated 
every  aspect  of  superyacht  sales  and 
chase,  new  construction,  charter  and 
aagement.  Lady  Sheridan  and  Muse 
resent  two  superb  examples  from  the 
>ressive  Burgess  charter  fleet. 

ady  Sheridan 

Tiis  magnificent  yacht  was  launched  in 
'7  from  Abeking  &  Rasmussen  shipyard 


SETYOUBLCOURSE  FOR 


CRUISING 


in  Germany.  With  an  exquisite  interior  by 
Donald  Starkey  Designs,  Lady  Sheridan 
offers  incomparable  facilities  for  cruising  in 
refined  elegance.  A  uniquely  flexible  room 
arrangement  accommodates  12  guests  in 
seven  ensuite  cabins  or  converts  to  three  large 
VIP  suites.  Meanwhile,  a  superb  choice  of 
indoor  and  on-deck  living  areas  allows  for 
relaxation  and  dining  in  sophisticated  luxury. 

An  expansive  sundeck  is  fitted  with  a  large 
Jacuzzi  and  an  outdoor  exercise  area  with 
top-of-the-line  fitness  equipment.  Lady 
Sheridan  offers  high-speed  Internet  access 


with  Wi-Fi  connectivity  throughout,  and  a 
guest  library  and  study  are  located  on  the 
bridge  deck.  Zero-speed  stabilizers  ensure 
optimum  comfort  while  at  anchor.  An 
exciting  watersports  inventory  includes  a 
37-foot  (11-meter)  Intrepid  tender  plus 
four  WaveRunners.  A  seasoned  first-class 
crew  is  dedicated  to  delivering  excellence. 

•  Muse 

Delivered  in  2006  and  the  second 
build  in  a  series  of  four  from  Palmer 
Johnson,  Muse  is  fast,  stylish  and  fun. 
Venetian  designers  Nuvolari-Lenard  have 
created  an  inspiring  contemporary  interior 
of  discreet  neutral  furnishings  with  walnut 
and  sycamore  paneling.  Four  well- 
appointed  double  cabins  include  a  master 
suite  and  provide  a  luxurious  standard  of 


Early  to  bed 
early  to  rise, 
work  like  mad, 
this  is  the  prize. 


t  +44  20  7766  4300 


t  +377  97  97  81  21 


t  +1  212  223  0410 


t  +1  305  423  0820 


t  +1  206  285  4561 
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THE  FT.  LAUDERDALE 
INTERNATIONAL  BOAT  SHOW 

More  tbsr.  $1  billion  worth  of  boats,  yachts, 
accessories  and  marine-related  gear  will 
line  ihe  uvaierways  and  exhibit  halls  of  Ft. 
Lauderdale  this  month  as  the  "world's 
largest  boat  show"  kicks  off  October  25  -  29. 
From  sportfishing  boats  to  tenders  and 
megayachts,  sunny  south  Florida  is  your 
destination  for  marine-related  fun!  For  more 
information  or  tickets,  visit  Show  Management's 
Web  site:  www.showmanagement.com. 
Tickets  are  available  online. 


BENETTI  YACHTS 

(ie  extraordinary  yachts  built  by  Benetti 
exemplify  the  passion  of  private  yachting. 
From  inception  to  completion,  a  Benetti 
yacht  symbolizes  perfection  in  a  megayacht, 
and  ownership  brings  with  it  a  legendary 
pedigree.  Explore  the  world  of  Benetti  Yachts 
by  visiting  its  beautiful  Web  site: 
www.benettiyachts.it 
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Benetti  Yachts  is  recognized 
throughout  the  worid  as  a  leader 
in  luxury  yachting. 


SET  YOUELCO 


E  FOR 
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accommodation.  Deck  areas  have  been 
ingeniously  configured  to  allow  for  two 
outdoor  dining  areas  and  the  sundeck  fea- 
tures a  Jacuzzi  with  fitted  sunpads,  wet  bar 
and  barbecue.  Muse  offers  the  latest  audio- 
visual facilities,  Internet  connectivity  and  a 
very  comprehensive  inventory  of  water 
toys,  including  two  WaveRunners.  Capable 
of  speeds  up  to  22  knots,  this  eye-catching 
yacht  is  the  perfect  choice  for  your  visit  to 
St.  Barth  this  winter.  H 


WEB  DIRECTORY: 

BENETTI  YACHTS 
Mark  Cavendish 
+39  0584-3821 
sales@benettiyachts.it 
www.benettiyachts.it 

CAVENDISH  WHITE 
www.cavendishwhite.com 


FT.  LAUDERDALE  INTERNATIONAL 
BOAT  SHOW® 
www.  sho  wmanagement.  com 

GINN  SUR  MER 
www.ginnsurmer.com 
(877)  820-0500 

BURGESS 
Cindy  Brown 
newyork@burgessyachts.com 
(212)  223-0410 

Tom  Collins 
miami@burgessyachts.com 
(305)  423-0820 
www.  burgessyachts.  com 

TRINITY  YACHTS 
Felix  S.  Sabates,  Jr.  (704)  905-4640 

John  Dane,  III  (228)  276-1030 
William  S.  Smith,  III  (228)  276-1054 

www.  trinityyachts.  com 


TRINITY  YACHTS 

A  world  class  builder  of  custom  superyachts, 
Trinity  Yachts'  superlative  reputation  com- 
mands the  attention  of  clients  seeking  the 
ultimate  in  luxury  and  customized  cruising 
experiences.  Based  in  Guifport,  Mississippi, 
with  a  shipyard  located  in  New  Orleans,  this 
company  was  recently  ranked  the  number 
one  custom  yacht  builder  in  the  U.S.  To  sam- 
ple the  beauty  of  a  Trinity  Yacht,  call  to 
schedule  a  private  tour  at  the  Ft.  Lauderdale 
International  Boat  Show'  where  several 
yachts  will  be  displayed.  Contact 

William  S.  Smith,  I 
(228)  276-1054 
Or  e-mail:  wsmith3@trinityyachts.com 


Zoom  Zoom  Zoom  is  one  of  many  yachts 
listed  by  Cavendish  White. 


venture  capitalist  and  vegetarian.  Doerr's 
doppelganger  at  Kleiner  Perkins  studied  engi- 
neering at  Indian  Institute  of  Technology, 
earned  biomedical  master's  at  Carnegie 
Mellon,  M.B.A.  at  Stanford.  Cofounded  elec- 
tronic design  automation  company  Daisy 
Systems  early  1980s,  then  joined  Andy  von 
Bechtolsheim,  Scott  McNealy,  Bill  Joy  to  form 
Sun  Microsystems.  Chief  executive  for  short 
stint,  became  full-time  investor  1986.  Later 
joined  fellow  Sun-backer  Doerr.  Profited  on 
Juniper  Networks,  Cerent,  Corvis.  In  2004 
formed  Khosla  Ventures  to  fund  "science 
experiments." 


$1  .5  BILLION 

See  page  160. 


Richard  Egan 

$1  .4  BILLION 

EMC  Corp.  Hopkinton,  Mass.  71. 

Married,  5  children 

BOSTON  NATIVE  COFOUNDED  STORAGE 
titan  EMC  in  1979,  took  public  7  years 
later.  Chief  executive  till  1992.  Smart  mar- 
ket timer:  sold  most  of  his  EMC  stake  in 
tech  boom,  quit  as  chairman  in  2001.  Got 
start  flying  helicopters  in  Korean  War,  then 
worked  at  Lockheed  Martin,  Honeywell, 
Intel.  Served  as  U.S.  ambassador  to  Ireland 
during  President  George  W.  Bush's  first 
term.  Paid  fine  for  exceeding  campaign 
contribution  limits  in  2001;  continues  to 
fight  IRS  claim  he  used  an  illegal  tax  shel- 
ter. Paid  $62  million  last  spring,  sued  for 
full  refund;  IRS  demanding  more:  $13.6 
million. 


$1  .4  BILLION 

Netscape.  Palm  Beach,  Fla.  63. 

Divorced,  2  children 



HIGH-TECH  HITMAKER  AND  STARTUP 

addict:  Silicon  Graphics  1982;  Netscape 
1994;  Healtheon  (nowWebMD)  1996.  Took 
each  public.  Cashed  out  before  all  of  them 
tumbled  in  bubble-burst.  Reinvested  in 
Neoteris  (computer  security),  MyCFO.com 
(wealth  management),  Hyperion  Develop- 
ment Group  (Miami  real  estate).  Owns  40% 
stake  in  photo-sharing  site  Shutterfly;  stock 
up  70%  since  public  offering  September 
2006.  Not  bad  for  a  college  prof:  Got  his 
start  teaching  at  Stanford. 


$1  .3  BILLION 

Venture  capital.  San  Francisco.  52. 

Married,  2  children 

VENTURE  CAPITALIST  STUDIED  HISTORY  AT 
Oxford,  then  got  Wharton  M.B.A.  Became  a 
journalist,  eventually  ran  San  Francisco 
bureau  of  Time.  Joined  Sequoia  Capital 
1986.  First  big  hits:  Yahoo,  PayPal.  Then 
Google.  Firm's  initial  $12.5  million  invest- 
ment in  search  behemoth  now  at 
$12.5  billion.  His  Google  purse:  $750  mil- 
lion. Current  investments  include  Plaxo 
(online  address  books),  Sugar  Publishing 
(women's  Web  sites),  Saba  (human 
resources  software). 
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There's  wealth  in  health.  These  medical  moguls 
make  the  drugs  and  devices  that  keep  you  healthy — or 
provide  insurance  for  when  you're  not. 


James  Sorenson 

$4.5  BILLION 


Medical  devices,  real  estate.  Salt  Lake  City. 

86.  Married,  8  children,  47  grandchildren 

SOFT-SPOKEN  INVESTOR  GREW  UP  DIRT- 
poor  in  Yuba  City,  Calif.;  father  dug  sewer 
trenches.  Mormon  missionary  in  New  Eng- 
land, then  Upjohn  salesman  1946.  Tinkered 
with  medical  devices:  patented  plastic 
catheter,  disposable  surgical  mask.  Sold 
Sorenson  Research  medical  business  to 
Abbott  Labs  1980;  stake  now  worth  $2.7  bil- 
lion. "I've  made  a  life  out  of  putting  a  busi- 
ness aspect  to  my  innovative  mind.  I  have 
always  had  the  courage  to  take  advantage 
of  opportunities  when  they  come  my  way." 
Also  real  estate:  520,000  acres,  including 
entire  mountain  across  from  posh  Park 
City,  Utah  ski  resort;  wind  farm  in  central 
Utah.  Sold  video-compression  unit  Soren- 
son Communications  to  private  equity  firm 
GTCR  for  a  9-figure  sum  in  2005.  Dabbling 
in  genomics.  CSI:  Utah — his  Sorenson 
Forensics  unit  has  lead  to  arrests  in  5  cold- 
case  murder  mysteries  since  opening  last 
year.  "It  soothes  the  soul  to  help  people." 


William  Cook 

$4.5  BILLION 


Medical  devices.  Bloomingtcn,  Ind.  76 

Married,  1  child 

MEDICAL  INNOVATOR  DEVELOPED  CAR- 
diovascular  catheter  using  blowtorch,  sol- 
dering iron  and  plastic  tubing  after  stint  as 
an  Army  surgeon.  Founded  Cook  Group 
from  apartment  bedroom  workshop  in 
1963  in  Bloomington,  Ind.  Added  pace- 
makers, syringes,  ultrasound,  penile  grafts; 
now  company  is  the  world's  largest  pri- 
vately held  medical  device  manufacturer. 
Estimated  sales:  SI. 5  billion.  Rival  Guidant 
proposed  $3  billion  buyout  in  2003;  deal 
collapsed  after  new  drug-coated  stent  pro- 
duced dismal  results.  Expanded  into  gam- 
bling: opened  S380  million  casino  resort  in 
French  Lick,  Ind.  last  November.  Early  riser 
drives  himself  to  work,  arrives  at  5  a.m.;  eats 
meals  in  company  cafeteria. 

Patrick  Soon-Shiong 

S3  BILLION 


See  page  192. 


Ronda  Stryker 

$2.9  BILLION 


Stryker  Corp.  Kalamazoo,  Mich.  S3. 

Married,  3  children 


Jon  Stryker 

$2.1  BILLION 


Stryker  Corp.  Kalamazoo,  Mich.  49. 

Single,  2  children 


Pat  Stryker 

$1.8  BILLION 


Stryker  Corp.  Larimer,  Colo.  51. 

Divorced,  3  children 

GRANDCHILDREN  OF  HOMER  STRYKER  (D. 
1980),  surgeon  who  invented  mobile  hospital 
bed,  founded  medical  supply  company  Strykei 
Corp.  When  son,  Lee,  died  in  plane  crash  1976 
hired  John  Brown  (see)  to  run  firm;  deployed 
new  sales  force,  cut  costs.  Became  one  of  the 
leading  marketers  of  replacement  joints.  Pub- 
lic 1979.  Aging,  active  baby  boomers  boost- 
ing bottom  line:  net  profits  soared  21%  to  $77£i 
Continued  on  page  194 
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it  your  money 
has  to  last  and  last. 


Retirement.  Let's  make  the  most  of  it. 

"here's  a  mighty  big  "if"  in  each  of  our  lives  and  it  has  to  do  with  retirement.  "If"  you  want  to  protect  what  you've  worked  so 
lard  to  accumulate,  you  need  the  right  partner.  As  a  leader  in  individual  insurance  and  employee  benefits,  MetLife  helps  you 
nap  out  a  smooth  transition  from  work  to  retirement  and  beyond.  Starting  with  your  existing  coverage,  our  representatives 
vork  with  you  to  create  your  personal  retirement  safety  net.  Protecting  retirements  for  over  100  years,  MetLife  has  the  expertise 
ind  financial  strength  to  make  guarantees  for  the  "if"  in  life. 


Call  1-888-MetLife  or  visit  our  new  website: 
www.metlife.com/retirement 


MetLife 


Guarantees  for  the  if  in  life! 


® 


Suarantees  apply  to  certain  insurance  (not  securities  and  investment  and  advisory)  products  and  are  subject  to  product  terms,  conditions,  exclusions  and 
imitations  and  the  insurer's  claims-paying  ability  and  financial  strength.  Metropolitan  Life  Insurance  Company,  New  York,  MY  10166.  MetLife  Investors  USA 
nsurance  Company,  Irvine,  CA  92614.  ©2007  MetLife,  Inc.  PEANUTS  ©  UFS,  Inc.  L04076634(exp0408)MLIC-LD 


192      FORBES      OCTOBER  8,  2007 


THE  FORBES  400 

ELIXIRS 

&  FIXERS 


million  in  2006.  Third  generation  controls  30% 
of  company's  shares.  Ronda:  only  family 
member  to  sit  on  board;  director  of  Greenleaf, 
first  trust-only  bank  in  Michigan.  Jon:  gave  $50 
million  to  charity  in  2006,  active  in  liberal  pol- 
itics. Pat:  founder  of  Bohemian  Foundation. 


Maurice  (Hank)  Greenberg 

$2.8  BILLION 

American  International  Group.  New  York 
City.  82.  Married,  4  children 

THE  LEGAL  SAGA  OF  THE  FORMER  AIG 
chairman  continues.  In  June  insurance  giant 


sued  "Hank"  and  former  chief  financial  offi- 
cer Howard  Smith,  alleging  duo  cost  company 
billions  after  restating  earnings  last  year. 
Hank  forced  into  retirement  by  his  hand- 
picked  board  in  2005  following  an  investiga- 
tion by  then  N.Y.  Attorney  General  Eliot 
Spitzer;  most  of  the  charges  dropped  earlier 
this  summer.  Runs  specialty  insurance  outfit 
C.V.  Starr;  firm  hired  public  relations  com- 
pany Esapience  to  rebuild  his  reputation; 
RR.  company  now  suing  for  unpaid  bills.  Still 
controls  chunk  of  AIG  shares.  Earlier  this  year 
rumored  to  be  interested  in  buying  the  New 
York  Times  Co. 


Barbara  (Basia) 
Piasecka  Johnson 

$2.7  BILLION 

Inheritance.  Monaco.  70. 

Widowed 

POLISH  IMMIGRANT  MARRIED  JOHNSON  & 
Johnson  heir  John  Seward  Johnson  (d. 


1983).  Inherited  36  million  J&J  shares, 
expansive  Jasna  Polana  mansion  in  New  Jer- 
sey. Spent  $17  million  in  legal  fees  battling 
stepchildren  over  husband's  estate.  Con- 
verted estate  into  lavish  golf  club,  moved  to 
Monaco.  Active  collector  of  old  masters 
paintings  and  furniture. 

Phillip  Frost 

$2.2  BILLION 

Pharmaceuticals.  Miami.  70. 

Married 

STUDIED  FRENCH  LITERATURE  AT  IT.  OF 
Pennsylvania.  Took  over  Key  Pharmaceuticals 
with  partner  Michael  Jaharis  (see),  created  new 
delivery  systems  for  old  drugs.  Sold  to 
Schering-Plough  in  1986.  Founded  Ivax  the 
following  year;  sold  drug  giant  to  Teva  Phar- 
maceuticals for  $7.6  billion  in  2005.  Today 
serves  on  boards  of  Teva,  American  Stock 
Exchange,  Smithsonian.  Recendy  donated 
millions  of  dollars  to  fund  a  new  building  for 
the  Frost  Art  Museum  at  Florida  International 
University;  also  gave  $30  million  to  the  Frost 
School  of  Music  at  University  of  Miami. 

Alfred  E.  Mann 

$2.2  BILLION 

Medical  devices.  Beverly  Hills.  81. 

Thrice  divorced,  remarried;  7  children 

FEISTY  ENTREPRENEUR  GREW  UP  POOR  INI 
Portland,  Ore.;  sold  magazines,  lemonade 
through  Depression.  Studied  physics  at 
UCLA.  Founded,  sold  aerospace  companies 
Spectrolab,  Heliotek  1 960s.  Funded  some  of 
worlds  most  innovative  biomed  firms:  Pace- 
setter Systems  (rechargeable  pacemakers), 
MiniMed  (insulin  pumps),  Advanced  Bion- 
ics (cochlear  implants).  Sold  parts  to 
Medtronic  for  an  estimated  $4.2  billion  iru 
2001.  Won  back  his  Advanced  Bionics  from 
Boston  Scientific  in  August  after  the  device 
giant  tried  to  fire  him  from  running  the  sub- 
sidiary. Tinkering  with  inhaled  insulin  via 
MannKind;  invested  $460  million  so  far, 
product  approval  years  away.  Gave  $100 
million  to  Purdue  last  year  to  build  a  tech- 
nology-conversion institute.  Searching  for 
more  universities  that  will  do  the  same;  sev- 
eral have  turned  him  down  because  of  his 
strict  rules  as  to  how  funds  should  be  used. 


Thomas  Frist  Jr.  &  family 

$1  .9  BILLION 

HCA.  Nashville.  69. 

Married,  3  children 

HCA  FOUNDER  TOOK  NATION'S  LARGEST 
hospital  operator  private  with  Bain  Capital, 
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Claremont  Rug  Company 

"One  of  the  world's  best  sources  of  antique  carpets"  -  Financial  Times 


Sarouk,  12ft.  lin.  x  20ft.  2in.,  circa  1 860 

nitz's  clients  have  long  valued 
>  not  just  as  decorative  items, 
real  art  and  real  investments.' 
—  Wall  Street  Journal 


Sultanabad,  14ft.  6in.  x  18ft.  3in.,  circa  T875 


Inquire  about  our  convenient, 
In-Home  Shopping  Service 
available  anywhere  in  the  country. 

Photo:  Jan  David  Winitz,  President 


View  a  450-piece  sampling  on  our  website  at  www.claremontrug.com 


XRFMONT  AVF    OAKI  AND  CA  USA   94A1R   .  mi  OR  TATA!  Df;  H?^   •  {100-441-1339  •  SAI  ARFMONTRl  1G  TOM 
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KKR  and  Merrill  Lynch  last  November.  At  the 
time  the  S3  3  billion  leveraged  buyout  was 
largest  in  history;  eclipsed  by  S45  billion  pur- 
chase of  power  giant  TXU  4  months  later. 
Nashville  native  served  as  an  Air  Force  flight 
surgeon.  With  father  founded  Hospital  Corp. 
of  America  1968;  took  public  1969.  Merged 
with  Richard  Rainwaters  (see)  Columbia 
Hospital  Corp.,  stepped  down  1994.  Came  out 
of  retirement  to  revive  HCA  during  fraud  in- 
vestigation. Still  plays  large  role  in  strategy. 
Thrilled  to  be  private:  "Thank  goodness  I'm 
not  in  the  market  now." 


night  from  DePaul  U.  Partnered  with  Phillip 
Frost  (see)  1972,  acquired  Key  Pharmaceuti- 
cals. Increased  sales  from  S2  million  to  S200 
million  with  top  asthma  drug  and  cardiovas- 
cular patch;  sold  to  Schering-Plough  for  S836 
million  in  1986.  Launched  Kos  Pharmaceu- 
ticals 2  years  later,  invested  S200  million  to 
develop  and  commercialize  cholesterol  drugs. 
Public  1997;  dominated  market  with  Niaspan, 
which  raises  good  cholesterol.  Sold  to  Abbott 
Labs  for  S4.2  billion  last  November;  added 
S700  million  to  fortune.  Now  oversees  pri- 
vate equity  firm  \  atera  Capital;  focused  on 
life  sciences  investments.  Greek  culture 
enthusiast  supports  medical  and  nutrition 
research  at  Tufts  U. 


Arthur  Williams 

S1.8  BILLION 


Insurance.  Palm  Beach,  Fla.  65. 

Married,  2  children 


1.9 


Jaharis 


BILUON 


Pharmaceuticals.  New  York  City.  79. 

Married.  2  children 

KOREAN  WAR  VET  BECAME  SALES  REP  FOR 
Miles  Laboratories;  earned  law  degree  at 


FORMER  HIGH  SCHOOL  FOOTBALL  COACH 
started  selling  life  insurance  1967  to  sup- 
plement income.  Scored  big  with  simple 
philosophy:  "Buy  term  and  invest  the 
difference."  Opened  A.L.  Williams  &  Asso- 
ciates 1977.  Pioneered  the  exclusive  selling 
of  term  life  insurance,  sent  swarms  of  sales 
"term-ites"  out  to  attack  rivals'  market  share. 


Sold  to  Primerica  1989;  today  stake  ir 
Citigroup  worth  S985  million.  Donatec 
millions  of  dollars  to  evangelist  Jerry  Fal- 
well's  Libert)-  University  1990s. 

Ernest  Stempel 

S1  .7  BILUON 

Insurance.  Hamilton,  Bermuda.  91. 

Widowed,  remarried;  3  children 

BECAME  AN  ASSISTANT  MANAGER  AT 
predecessor  of  financial  services  giant  AIG 
1938;  firm  had  fewer  than  25  employees 
Joined  Navy;  served  as  an  officer  on  a 
destroyer  during  WWII.  Returned  tc 
company  in  1 945;  earned  3  law  degrees  al 
night.  AIG  founder  Cornelius  \  ander  Stan 
tapped  him  to  run  foreign  insurance  oper- 
ations in  Bermuda.  Became  vice  chairman 
1979,  developed  life  insurance  division. 
Retired  1997. 

Stewart  Rahr 

S1  .7  BILUON 


Kinray.  New  York  City.  61. 

Marned,  2  children 


FATHER,  JOSEPH,  RAN  PHARMACY  IN 
Brooklyn.  Stewart  took  over  after  dropping 
out  of  law  school  1975,  moved  to  Queens. 
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ArcelorMittal 

ou  believe  in  the  power  of  boldness?  Those  who  put  a  man  on  the  moon  did.  At  ArcelorMittal,  we  believe 
Idness.  Because  boldness  can  change  everything.  It  creates  opportunities  to  redefine  excellence,  to  lead 
idustry  and  to  transform  tomorrow. 


transforming 
tomorrow 


E.  arcelormittal.com 
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Today  Kinray's  highly  automated  operation 
supplies  more  than  3,000  independent  phar- 
macies in  8  northeastern  states.  Sales:  $4.4 
billion.  Rumored  to  be  shopping  company 
to  rivals.  In  2005  purchased  25-room 
Hamptons  mansion,  Burnt  Point,  for  S45 
million;  uses  spread  to  entertain  celebrity 
friends  with  lavish  summer  barbecues. 
Donated  S 1  million  to  New  York  chapter  of 
Make- A- Wish  Foundation  in  June. 

John  E.  Abele 

$1 .6  BILLION 

Boston  Scientific.  Shelburne,  Vt.  70. 

Married,  3  children 

MET  PARTNER  PETER  M.  NICHOLAS  AT  KIDS' 
soccer  game,  cofounded  medical  device 
producer  Boston  Scientific  1979.  Expanded 
into  catheters,  balloons,  stents.  Founders 
stepped  down  from  daily  management 
2004.  Fortune  dwindling  amid  bad  public- 
ity, legal  woes.  Shares  down  50%  since  early 
2006,  forcing  partner  Nicholas  from  The 
Forbes  400.  Won  showdown  with  rival 
Johnson  &  Johnson  to  buy  heart  device 
maker  Guidant  for  S27  billion  last  April. 
Victory  soured  as  Guidant  forced  to  recall 
thousands  of  defective  heart  defibrillators; 
company  recently  agreed  to  pay  SI 95  mil- 
lion to  settle  resulting  lawsuits. 


Randal  J.  Kirl 

$1 .6  BILLION 


Investments.  Belspring,  Va.  53. 

Twice  divorced,  remarried;  3  children 

SON  OF  A  DRILL  SERGEANT  GREW  UP  ON 
Vandenberg  Air  Force  Base  in  California.  First 
job:  sold  greeting  cards  door-to-door.  Stud- 
ied business  at  Radford  U.  Tried  to  launch 
local  TV  station  while  attending  law  school 
at  U.  of  Virginia;  lost  $250,000  of  investors 
money.  Started  pharmaceutical  distribution 
firm  General  Injectables  &  Vaccines  1984; 
later  sold  stake  for  $70  million.  Launched  New 
River  Pharmaceutical  in  1996;  focused  on  less 
addictive,  more  stable  drugs  for  pain,  thyroid 
ailments,  ADHD.  Sold  to  Shire  for  $2.6  bil- 
lion in  February;  personally  netted  at  least 
$1.2  billion.  Now  invests  via  private  canity 


outfit  Third  Security;  genetic  testing,  gene 
therapy.  Avid  falconer  also  owns  an  eagle,  owl 
and  hawks.  Writes  music  in  personal  record- 
ing studio. 

Gary  Michelson 

$1  .5  BILLION 

Medical  patents.  Los  Angeles.  58. 

Divorced 

TEMPLE  U.  GRAD  STUDIED  MEDICINE  AT 
Hahnemann  (now  part  of  Drexel  U.).  Made 
first  fortune  as  a  surgeon  inventing  spinal 
implants.  Settled  nasty  intellectual  property 
lawsuit  with  medical  device  maker 
Medtronic  in  2005.  Payoff:  $1.4  billion.  "I 
don't  think  I've  spent  one  penny  of  that 
money."  Set  up  2  foundations:  one  supports 
scientific  research,  the  other  strives  to  save 
unloved  pets.  Says  philanthropy  funded  by 
investment  gains.  Has  planted  3.5  million 
teak  trees  in  Costa  Rica  since  1999. 

Patrick  George  Ryan 

$1  .4  BILLION 

Insurance.  Winnetka,  III.  70. 

Married,  3  children 

ATTENDED  NORTHWESTERN  U.  ON  FOOT- 
ball  scholarship;  sold  insurance  for  5  years 
after  graduating.  Founded  Pat  Ryan  &  Asso- 
ciates insurance  firm  1964;  sold  policies 
directly  through  car  dealerships.  Salesmen 


became  well  known  for  clean-cut  image. 
Merged  with  Combined  International  in 
1982;  renamed  Aon  Corp.  5  years  later. 
Grew  via  acquisitions;  publicly  traded  com- 
pany now  nation's  largest  reinsurance  bro- 
ker. Shares  up  25%  in  past  12  months.  Sales: 
S9  billion.  Serves  as  executive  chairman, 
owns  stake  in  pro  football's  Chicago  Bears. 
Working  to  bring  Summer  Olympics  ta 
Chicago  in  2016. 

John  Brown 
$1.3 


BILLION 


Stryker  Corp.  Kalamazoo,  Mich.  73. 

Married,  2  children 

TENNESSEE  FARM  BOY  SPENT  CHILDHOOD 
growing  corn,  raising  pigs  and  dairy  cows. 
Left  to  study  chemical  engineering  at 
Auburn  U.  Worked  as  processing  engineer 
at  aluminum  company.  Took  job  at  Bristol- 
Myers  Squibb,  spent  time  in  product  manage- 
ment, personnel;  ran  manufacturing  section 
and  surgical  instruments  division.  Took  over 
Stryker  Corp.  after  Lee  Stryker  died  in  a  plane 
crash  1976.  Turned  small  medical-instru- 
ments company  known  for  selling  hospital 
beds  and  cast  cutters  into  dominant  manu- 
facturer of  artificial  hips,  knees.  Hobbies: 
reading  newspapers,  donating  to  educational 
causes.  Staunch  Democrat  credits  his  pon- 
tics to  modest  upbringing:  "I  still  have  fond 
memories  of  what  FDR  did  for  us." 
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The  biggest  risk  is  in  not 
understanding  it. 


Some  perceive  risk  as  a  problem.  But  at  UBS  Global  Asset  Management,  we  see  it  as 
the  first  step  to  delivering  fresh,  leading-edge  investment  solutions.  It's  why  we  have 
an  extensive  network  of  risk  management  specialists  collaborating  around  the  world. 
The  insights  they  provide  help  us  assess  and  manage  risk  across  asset  classes  at  every 
level:  country,  currency,  industry,  sector  and  security.  This  integrated  global  view  helps 
us  meet  your  risk/return  objectives.  For  the  confidence  of  knowing  you're  backed  by 
the  global  understanding  necessary  to  manage  assets,  talk  to  us.  You  &  Us. 

To  learn  more  about  UBS  Global  Asset  Management, visit  www.ubs.com 


Global  Asset 
Management 


JBS  2007.  All  rights  reserved. 
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400  RANDAL  J.  KIRK 


Flying  Solo 

R.J.  Kirk  may  be  the  only  billionaire  venture  capitalist 
who  hates  venture  capital.  By  Duncan  Greenberg 


PULASKI  COUNTY  IN  FAR  WESTERN  VIRGINIA  IS  THE  LAST  PLACE  YOU'D  EXPECT  TO  FIND  A  BIL- 
lionaire.  It's  the  size  of  New  York  City  with  a  population  that  could  fit  inside  the  Empire  State 
Building.  A  quarter  of  its  citizens  never  graduated  from  high  school.  But  tucked  away  there  on  a 
6,900-acre  farm  is  the  home  of  Randal  J.  Kirk,  lawyer,  biotech  investor,  electronic  music  composer, 
falconer,  billionaire. 

In  February  the  53-year-old  Kirk  sold  his  biotech  firm,  New  River  Pharmaceutical,  for  $2.6  billion  to 
Shire  Pic,  maker  of  the  attention-deficit  drug  Adderall.  New  River  had  a  powerful  but  abuse-resistant  drug 
to  treat  the  same  disorder.  His  56%  stake  netted  him  more  than  $1  billion  after  taxes,  entering  him  for 
the  first  time  on  The  Forbes  400. 

For  Kirk  it  was  sweet  proof  of  his  simple  but  sound  slogan:  If  you  like  something,  you  should  want  more 
of  it,  and  if  you  don't  like  it,  you  should  get  rid  of  it.  New  River  never  traded  equity  for  VC  dollars,  nor 
would  Kirk  have  let  it.  The  presence  of  a  venture  capitalist  behind  a  startup  is,  he  says,  "a  contraindication 
of  success." 

The  problem  with  venture  investors,  he  says,  is  that  most  of  them  merely  steer  someone  else's  money 
into  dozens,  if  not  hundreds,  of  startups  in  the  hope  that  one  will  hit  it  big.  They  don't  pay  enough  attention, 
and  they  stick  around  only  long  enough  to  drain  away  the  founders'  equity  in  the  business. 

"Anyone  who  is  an  entrepreneur  really  regards  the  capitalists  as  enemies.  They  hate  them  as  badly  as 
Lenin  hated  them,  because  they're  people  who  want  control  over  you  because  of  their  control  of  money,"  he 
playfully  swiveling  in  his  leather  chair  behind  a  desk  that's  made  entirely  of  glass.  Just  outside  his  office 
is  a  private  garden  overlooking  the  wooded  and  gnarled  New  River  Valley. 

^oing  with  his  new  wealth?  Venture  investing.  His  investment  vehicle,  called  Third  Secu- 
rity LU  .  noney  (and  some  from  family  and  friends)  into  nine  new  upstarts,  most  of  them  in 
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biotech.  The  difference  between  Kirk  and  traditional  VCs  is  that 
he  uses  mostly  his  cash,  doesn't  go  in  on  "club"  deals  with  other 
venture  firms  and  concentrates  his  bets,  taking  50%  or  so  of  just  a 
handful  of  firms  he  likes.  They  all  have  their  own  chief  executives 
but,  says  Krish  Krishnan,  chief  operating  officer  of  Third  Security, 
"Kirk  sets  the  track  and  the  direction  to  go  in.  And  then  we  mon- 
itor how  these  companies  progress  along  the  track."  Most  VCs 
would  say  the  same  thing,  but  Kirk  practices  it  with  gusto. 

A  native  of  Pleasanton,  Calif.,  R.J.  Kirk  has  always  done 
things  better  on  his  own.  He  says  he  taught  himself  to  read  at  the 
age  of  3  after  noticing  that  the  letters  on  his  cereal  box  corre- 
sponded to  the  sounds  coming  from  the  TV.  Within  a  couple  of 
months  he  was  plowing  through  his  parents'  Funk  &  Wagnalls 
Encyclopedia.  His  father,  an  Air  Force  master  sergeant  (and  for- 
mer  drill  instructor),  moved  the  family  to  bases  in  California, 
back  to  Texas  and  then  Virginia.  Kirk,  in  his  teens,  let  his  atten- 
tion drift  somewhat:  "Once  I  discovered  rock  'n'  roll,  guitars, 
girls  and  recreational  drugs,  I  devoted  myself  pretty  wholeheart- 
edly to  those  pursuits." 

Kirk  fell  in  love  again  with  books  and  learning  at  Radford 
University  in  Radford,  Va.  But  it  wasn't  until  he  was  at  the  Uni- 
versity of  Virginia  School  of  Law  in  1976  that  he  got  his  first 
business  idea.  A  communications  law  seminar  he  took  was 
examining  the  FCCs  controversial  decision  to  ban  cross-owner-  j 
ship  of  television  stations  and  newspapers.  As  a  result,  several  TV  i 
stations  had  come  on  the  block.  While  still  in  law  school  Kirk 
began  to  assemble  a  group  of  investors  to  bid  on  one. 

Kirk  passed  the  bar  in  1980  and  set  up  a  private  practice  in 
Bland  County,  Va.  The  investor  group  he  had  labored  to  cobble 
together,  though,  came  up  short  in  its  bid.  Kirk  had  rounded  up 
another  group  to  try  building  a  new  station  and  broadcast 
tower — but  as  that  deal  was  being  finalized  he  anxiously  watched 
the  number  of  homes  receiving  cable  go  through  the  roof.  Cable 
operators  by  law  had  to  carry  local  TV  station  broadcasts,  but  Kirk 
thought  it  was  too  chancy  to  depend  on  political  whims  for  his 
business  model.  He'd  already  burned  through  $250,000  of  his 
investors'  money.  Rather  than  risk  further  disappointment,  he 
threw  in  the  towel.  "Failure  early  on  is  a  necessary  condition  for 
success,  though  not  a  sufficient  one,"  says  Kirk. 

By  1983  Kirk  was  the  best— and  only— attorney  in  Bland 
County.  "The  pharmacist  was  my  client,  along  with  the  physician," 
says  Kirk.  Together  they  spotted  an  opportunity  in  the  distribu- 
tion of  injectable  drugs  and  vaccines.  They  started  a  company 
called  General  Injectables  &  Vaccines  with  $  1 00,000  of  their  own 
money,  a  third  of  it  Kirk's.  No  other  outside  investors  were  ever 
solicited.  General  Injectables  grew  to  $118  million  in  revenue  by 
1998,  when  it  was  sold  to  medical  products  distributor  Henry 
Schein  for  $145  million.  Kirk  walked  off  with  nearly  $70  million. 

He  quickly  plowed  the  proceeds  into  a  new  investment  fund 
called  Third  Security.  Around  that  time  a  lone  chemist  showed  up 
at  Kirks  door  with  some  insights  into  how  to  stabilize  thyroid  hor- 
mone levels.  Kirk  liked  his  ideas  enough  to  start  New  River  Phar- 


maceutical, but  the  two  eventually  parted  ways.  The  company 
regrouped,  with  Kirk  hiring  a  replacement  team  of  scientists  and 
pumping  $20  million  into  R&D.  His  team  took  a  new  approach  to 
the  problem  of  thyroid  hormone  volatility  but  struggled  to  find 
an  outlet  for  its  research  until  2000,  when  Kirk  was  summoned 
by  the  Virginia  attorney  general  to  brief  him  on  the  OxyConun- 
abuse  epidemic.  It  dawned  on  Kirk  that  the  kinds  of  durable  yet 
digestible  compounds  they'd  created  could  be  the  basis  for  junkie- 
proof  opiates  and  amphetamines.  New  River  rapidly  produced 
two  new  drugs,  including  Vyvanse,  an  abuse-resistant  ADHD  pill. 

New  River  filed  for  a  public  offering  in  2004,  but  its  lack  of 
venture  backing  got  it  some  puzzled  looks  on  Wall  Street.  Typi- 
cally, having  a  blue-chip  VC  investor  in  on  a  public  offering  lends 
credibility.  "We  were  dinged  on  that,"  says  Kirk.  But  he  didn't 
care.  The  stock  was  sold  to  the  public  in  a  Google-like  Dutch 
auction  and  ended  up  with  a  price  33%  below  its  expected  open- 
ing trading  range. 

But  its  shares  took  off  as  investors  realized  the  value  of  its 
pipeline  of  abuse-resistant  versions  of  existing  drugs.  Its  ADHD 
drug  was  designed  in  a  way  that  thwarted  kids  trying  to  get  high 
when  they  snorted  it.  Shire,  which  relied  on  Adderall  XR  for 
nearly  50%  of  its  revenue,  was  facing  that  drug's  patent  expira- 
tion in  2009.  In  February  Shire  announced  it  was  buying  New 
River  for  $64  a  share.  Since  then  Shire's  stock  is  up  20%,  more 
than  paying  for  the  New  River  acquisition. 

The  sale  freed  Kirk  to  lend  his  expertise  to  needy  startups. 
The  "sexiest"  one,  according  to  Kirk,  is  Intrexon,  a  biotech  with 
a  new  approach  to  gene  therapy.  Gene  therapy  posits  that  a  snip- 
pet of  genetic  code  can  be  directly  inserted  into  a  patient's  cells, 
resulting  in  a  permanent  change  to  the  patient's  protein  expres- 
sion. The  applications  of  gene  therapy  are  potentially  limidess, 
but  the  results  so  far  have  been  disastrous.  Since  2000,  when  a 
gene  therapy  clinical  trial  resulted  in  the  death  of  a  teenage  boy, 
much  of  the  work  has  been  curtailed. 

But  Intrexon  has  come  up  with  a  supposedly  risk-free  way  to 
tinker  with  a  patient's  DNA.  It  involves  an  activator  pill  taken  sep- 
arately that  turns  the  implanted  gene  on  and  can  dial  its  activity 
up  or  down  for  different  levels  of  expression.  If  the  treatment 
fails,  it's  easy  to  pull  the  plug  by  ceasing  the  pill.  Encouraged  by 
the  success  of  animal  trials  in  treating  various  forms  of  cancer, 
Kirk  plans  to  hire  100  scientists  by  2008,  up  from  5  a  year  ago. 
Third  Security  invested  $31.5  million  in  Intrexon. 

Third  Security  is  also  the  largest  shareholder  (46%)  in  Clini- 
cal Data,  a  publicly  traded  personalized  medicine  outfit  in 
Newton,  Mass.  Clinical  Data  creates  genetic  tests  that  predict 
individuals'  health  risks  or  responsiveness  to  a  drug.  It  is  begin- 
ning to  license  for  sale  drugs  that  it  knows  will  work  in  people 
who  take  its  tests,  like  betting  on  a  horse  race  after  it's  over.  In 
September  the  company  announced  impressive  results  in  a  late- 
stage  trial  of  its  antidepressant,  vilazodone.  The  company's  stock 
has  quintupled  since  Kirk  joined  Clinical  Data's  board  in  2002. 

Kirk  has  more  cash  than  he  can  spend  in  rural  Pulaski 
County,  but  don't  count  on  him  giving  much  away.  "I  don't  mean 
this  to  sound  self-serving,"  he  says,  "but  I  am  hard-pressed  to 
think  of  anything  that  we  could  do  to  benefit  society  more  than 
the  kinds  of  things  we  are  doing  [at  Third  Security]."  F 
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th  its  stately  mountains,  tidy  villages  and  lovely  rural  views,  Vermont  is  among  the  most 
reeable  places  in  the  United  States  -  if  not  the  world  -  to  live.  What  is  less  well  known 
the  state's  potential  as  a  home  to  the  kind  of  businesses  that  will  thrive  in  the  modern 
ibal  economy  -  namely,  those  that  are  small,  nimble  and  green.  Vermont,  which  is 
own  as  the  Green  Mountain  State,  is  famous  for  its  commitment  to  preserving  its  own 
stine  environment  and,  increasingly,  as  a  place  where  young  enterprises  are  finding 
portunity  in  the  environmental  challenges  facing  the  nation  and  the  planet. 


■"■T  ermont  recognized  this 
M  potential  and  began 
m  /  acting  on  it  in  2004 
with  Lieutenant  Governor 
Brian  Dubie's  "Green 
ley  Initiative."  The  aim  of  this 
)rt  was  to  capitalize  on  Vermont's 
ironmental  reputation  and  to  give 
:he  kind  of  identification  with 
urging  environmental  technology 
t  California's  Silicon  Valley  enjoys 
h  information  technology, 
l  his  inaugural  address  last  Janu- 
,  Governor  Jim  Douglas  laid  out  a 
on  for  the  economic  future  of 
mont  that  focused  on  robustly 
moting  the  "growing  field  of  envi- 
imental  engineering,"  as  well  as 
inology  and  telecommunications. 


A  few  months  later  he  led  a  trade  mis- 
sion to  China,  promoting  Vermont's 
green  technology  sector  in  one  of  the 
world's  largest  markets  for  environ- 
mental services  and  technology.  The 
legislature  recently  passed  —  and 
the  governor  signed  —  a  law  that 
will  make  Vermont  the  nation's  first 
"e-state,"  which  will  mean  broadband 
for  everyone,  everywhere  in  Vermont. 
And  this  is  just  the  beginning. 

A  Partnership  for  Innovation 

In  its  effort  to  attract,  grow  and  incu- 
bate businesses  in  the  field  of  environ- 
mental technology,  the  state  draws 
beavily  on  the  resources  of  the  Univer- 
sity of  Vermont  (UVM)  in  Burlington. 
In  2005,  UVM  established  a  National 


University  Transportation  Center, 
supported  by  federal  funding.  The 
center's  research  includes  state-of-the- 
art  transportation  network  models, 
analysis  of  tailpipe  emissions  from 
alternative  fueled  vehicles  (AFVs)  and 
studies  of  the  infrastructure  systems 
needed  to  promote  AFVs. 

UVM  is  also  home  to  the  Vermont 
Center  for  Emerging  Technologies,  a 
business  incubator  designed  to  assist 
emerging  enterprises  by  providing 
access  to  university  facilities,  person- 
nel and  resources,  including  libraries 
and  databases,  as  well  as  direct 
connections  to  angel  investors  and 
venture  capital  resources. 

Through  a  program  called  UVM- 
Ventures,  the  University  assists 


VTel  thanks  these  technology  leaders 
for  our  opportunity  to  serve  them! 

'  :[''  Charles  Mannix 

^^fl  Associate  Dean  and  COO 

jWt  I    Dartmouth  Medical  School 

••Dartmouth  Medical  School  is  involved  in  cutting- 
edge  research  and  education  in  northern  New 
Fngland  and  globally.  Value  and  breakthroughs  in 
science  come  from  constant  communication.  Fast, 
reliable  and  efficient  communication  is  critical.  We 
are  proud  to  have  VTel  as  our  partner." 


tfiD  WIGHT 

ASSET  MANAGEMENT  COMPANY 

Ted  Laskans 
Chiel  Technology  Officer 
Dwight  Asset  Management  Co 

"Dwight  Asset  Management,  an  affiliate  of  Old 
Mutual,  manages  ov  er  S60  billion  of  fixed  income 
client  assets.  From  our  offices  overlooking  Lake 
Champlain  in  Burlington,  we  have  created  an 
env  ironment  that  fosters  the  free  exchange  of  ideas 
and  a  clear  perspective  on  markets.  VTel's 
fiber-optic  infrastructure  is  critical  for  us." 


HIBERNIA 


J^^^T^^        Btarm  Thorvardarson 

^^^^  Chief  Executive  Officer 

W  ♦  Kbemia  Atlantic 

"Hibemia  Atlantic  provides  European  and  U.S. 
customers  transatlantic  connectivity  at  competitive 
prices,  vv  ith  unparalleled  support  and  service.  VTel. 
a  local  company  with  world-scale  competence  and 
experience,  played  an  instrumental  role  in  assisting 
Hibemia  to  build  its  U.S.  network  infrastructure." 


illingfon. 


Chns  Nyberg 

President  and  General  Manager 
KjUmgton  Skj  Resort 

"Killington  Resort  and  Pico  Mountain  make 
Vermont  accessible  for  recreation  and  adv  enture 
year-round.  We  depend  on  technology  to  make 
our  resorts  efficient,  fun,  and  safe.  VTel's  network 
connects  everything  we  do,  from  snovvmaking  to 
spa  treatments,  and  they  share  our  passion  for 
sustaining  Vermont's  natural  resources." 


Mchaei  Walker 

Executive  VP/  COO 
NewsBankinc. 


'"'NewsBank  has  been  one  of  the  world's  premier 
inforrnation  providers  for  more  than  35  years. 
Visitors  to  our  operations  center  in  Chester,  VT,  are 
often  surprised  to  learn  we  control  such  an 
extensive  Internet  presence  from  our  picturesque 
village.  VTel's  personalized  serv  ice  and 
world-class  technology  help  make  this  possible." 

www  .  rnontel.com 
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innovators  within  its  own  commu- 
nity of  faculty  and  students  with  seed 
money  for  early  financing  and  other 
forms  of  assistance  designed  to  get 
fledgling  undertakings  on  their  feet. 

To  make  sure  these  homegrown 
enterprises  are  aware  of  the  assistance 
available  to  them,  UVM  has  increased 
its  commitment  to  the  engineering 
school,  which  has,  under  the  dynamic 
leadership  of  Dean  Dominico  Grasso, 
made  outreach  and  economic  develop- 
ment a  top  priority.  Grasso  has 
pledged  a  "significant  effort  to  encour- 
age an  entrepreneurial  attitude  on 
campus,  which  will  hopefully  'spin  off' 
companies  from  [our]  research  labs." 

Grasso  also  serves  as  chairman  of  the 
Vermont  Environmental  Engineering 
Advisory  Council,  which  was  estab- 
lished last  April  by  Governor  Douglas, 
and  is  charged  with  making  "the 
State  a  global  center  of 
excellence  for  the  study 
and  application  of  envi- 
ronmental engineering 
and  related  disciplines 


necessary  to  solve  environmental  pro 
lems  worldwide." 

The  UViM  commitment  to  resean 
and  business  development  extends 
its  highly  ranked  medical  school  ar 
research  facilities  and  to  the  school 
business,  which  maintains  a  contin 
ing  education  program  aimed 
ensuring  that  Vermont  businesses  w 
be  able  to  find  employees  qualified  f 
work  in  a  high-tech  economy. 

The  UVM  commitment  to  bringii 
new  technology  and  a  spirit  of  gre< 
entrepreneurialism  to  the  state  begi 
at  the  top.  For  UVM  President  Dan; 
Fogel,  economic  development  in  tl 
state  is  not  just  a  priority,  but  one 
the  top  priorities.  Fogel  speaks  oft< 
and  passionately  of  this  vision  for 
"preeminent  environmental  university 
and  works  rirelessly  to  make  it  happe 


Speeding  Toward  the 
Future 

Vermont's  declared  ambition 
be  the  nation's  first  e-stai 
may  seem  audacious,  but  tl 
example  of  Vermont  Telephoi 
Company  —  "VTel"  to  i 


Discover  Springfield,  VT.  The  Simpsons  Have! 


Vermont  Telephone  Company  is  proud  the  Simpsons  have  declared  Springfield,  VT,  their 
hometown.  Springfield  is  our  hometown  too.  Springfield  has  a  lot  of  heart,  tens  of  thousands 
of  square  feet  of  empty  factories,  an  educated  workforce,  and  the  highest  penetration  of 
DSL  in  America. 


Vermont  Telephone  is  Springfield's  local  phone  company.  Our  fiber  network  offers  small-town 
service  with  world-class  technology,  and  1 0  Meg  to  1 0  Gig  data  transport,  at  25%  to  50% 
savings  compared  to  national  networks.  Some  of  the  largest  data  users  in  the  Northeast  use 
us  to  connect  New  York.  Boston.  Montreal,  and  Vermont. 


Our  secure  data  center,  tucked  among  Vermont's  rolling  hills,  will  soon  be  one  of  the  first  in 
America  using  solar  power  to  augment  conventional  redundant  power.  And,  electric  power  in 
Vermont  costs  half  what  users  pay  in  Boston  and  New  York.  In  the  event  of  a  disaster,  we're 
about  as  safe  and  secure  as  you  and  your  data  can  get.  If  you  have  a  lot  of  data,  we're 
probably  50%  more  cost  effective  than  your  current  solution. 


www.vermontel.com 


The  Simpsons    &  ©  2007  Twentieth  Century  Fox  Film  Corporation.  All  Rights  Reserved 
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NORWICH 

UNIVERSITY 


Expect  Challenge. 
Achieve  Distinction. 

www.nonvich.edu 


customers  —  should  make  it  plain  to 
skeptics  that  the  state  is  eminently- 
capable  of  achieving  this  goal. 

VTel  is  among  the  largest,  family- 
owned  telephone  companies  in  the 
U.S.,  serving  some  50,000  Vermonters 
and  22,000  phone  lines  in  14  southern 
Vermont  towns  and  villages,  the  most 
populous  of  which  is  Springfield 
(home  to  the  Simpsons).  Over  half  of 
those  customers  use  VTel  to  access  the 
Internet  at  DSL  speeds  over  copper  of 
up  to  24  million  bits  per  second  and 
DSL  speeds  over  fiber  of  up  to  100 
million  bits  per  second.  Thus,  while  the 
rural  surroundings  may  suggest  a 
more  leisurely  period  in  history,  the 
technology-  keeps  a  21st-century  pace. 

VTePs  CEO,  Michel  Guite,  first  fell  in 
love  with  southern  Vermont  when  he 
was  a  student  at  MIT  in  the  early  '70s. 
When  General  Telephone  and  Elec- 
tronics put  its  operations  there  up  for 
sale  some  20  years  later,  he  assembled 
investors  and  made  the  purchase.  (One 
of  those  early  investors  was  Walter 
Hewlett,  chairman  of  the  Hewlett 
Foundation,  and  an  old  friend.) 


VTel  strives  both  to  stay  on  th 
cutting  edge  of  technology  and  to  d 
things  in  a  green,  uniquely  Vermor 
sort  of  way.  Guite  likes  to  point  oi 
that  VTel  has  "the  highest  penem 
tion  of  DSL  in  America,"  while  h 
company  plants  14  trees  for  ever 
ton  of  paper  it  consumes  and  use 
hybrid  vehicles  for  service  calls. 

VTePs  most  recent  move  was  t 
acquire  the  radio  frequencies  in  Ve 
mont  that  support  WiMAX,  nex 
generation  wireless  technology  wit 
coverage  that  is  measured  in  mik 
rather  than  feet,  which  is  the  cas 
with  WiFi. 

For  Guite,  the  move  was  the  ne? 
and  most  obvious  way  to  serve  a  cu: 
tomer  base  that  he  says  would  surpri; 
anyone  who  doesn't  know  and  unde 
stand  the  state.  "These  hills  are  fille 
with  innovative  people  who  ha\ 
shown  tremendous  interest  and  skill  i 
using  the  Internet  to  communicai 
with  the  outside  world,"  he  says.  VT 
believes  it  will  be  the  first  telephor 
company  in  America  to  offer  its  cu 
tomers  integrated  DSL  and  WLV1AX 


I 
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History  of  Leadership 

rmont's  drive  to  become  the  first 
tate  and  a  center  for  green  entre- 
;neurial  initiative  might  seem  a  bit 
ibitious  for  such  a  small  state,  but 
:n,  Vermont  is  comfortable  taking 
i  lead  and  pulling  away  from  the 
ck.  It  was,  after  all,  the  first  state  in 
:  union  to  explicitly  outlaw  slavery. 
Vnd  in  1819,  Vermont's  Norwich 
dversity  became  the  first  private 
lege  in  the  nation  to  teach  engineer- 
This  helped  provide  the  talent  to 
ild  the  infrastructure  that  made  the 
pansion  of  the  U.S.  possible, 
fbday,  Norwich  offers  a  course  of 
dy  that  leads  to  a  degree  in  environ- 
ntal  engineering,  a  skill  that  will  be  as 
:essary  to  the  future  as  those  civil  engi- 
:rs  were  to  our  past  growth.  Commit- 
:nt  to  service  to  the  nation  and  the 
>rld  is  the  foundation  of  Norwich. 
Students  at  Norwich  can  follow  the 
iooPs  traditional  military  path  and 
n  the  Corps  of  Cadets  or  take  a  con- 
ltional  academic  route  to  a  degree, 
her  way,  they  will  participate  in  the 
te's  efforts  to  protect  its  environment 
d  translate  its  successes  into  vibrant 
Timercial  enterprises.  The  concept  of 
rning  and  leadership  is  Norwich, 
rhe  Norwich  campus  is,  predictably, 
iked  among  the  nation's  top  10%  in 
*rgy  efficiency,  and  its  students  have 
ne  out  into  the  local  communities  to 
t  their  skills  to  use  in  flood  control 
d  other  key  initiatives, 
rhere  is  a  lot  going  on  in  Vermont 
d  a  lot  more  to  come.  The  state  may 
small  in  numbers,  but  not  in  vision, 
ibition  or  innovation.  The  Green 
□untain  State  is  a  place  where  beauty 
d  brains  feed  off  one  another  and 
;  future  is  rich  with  possibilities.  ■ 


Call  me  today,  and  learn  first-hand 
about  the  unique  opportunities  in  store 
for  your  company  here  in  our  beautiful 
state.  I  look  forward  to  serving  you.  ■  ■ 
-  Lieutenant  Governor  Brian  Dubie 

802.828.2226 
E-mail  me  at  www.ltgov.vermont.gov, 
or  visit  www.thinkvermont.com 


WEB  DIRECTORY 


Norwich  University 

www.norwich.edu 

University  of  Vermont 
www.uvm.edu 

Vermont  Telephone  Company 

www.vermontel.com 


fj  iff 


Our  intellectual  capital 
is  yours  to  spend. 

With  a  top-ranked  medical  school  and  first-rate  programs  in  engineering, 
business,  and  the  environment,  the  University  of  Vermont  may  be 
rich  in  intellectual  capital.  But  we're  happiest  when  others  are  spending  it. 

Our  talented  faculty  are  a  resource  to  businesses  throughout  Vermont.  So 
is  our  growing  high  tech  incubator.  The  university's  Vermont  Business  Center 
offers  training  of  every  kind  to  help  Vermont  businesses  succeed.  And  each 
May  we  graduate  2,500  of  the  best  critical  thinkers  in  America. 

When  it  comes  to  brainpower,  our  thinking  is  simple.  We  like  to  share. 
Learn  more  at  www.uvm.edu/ forbusiness. 

University  of  Vermont 

Burlington,  Vermont 
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Will  work  for  tips.  These  titans  made 
their  vast  fortunes  cooking  your  meals,  placing 
your  bets  and  tucking  you  in  at  night. 


Jim  C.  Walton 

$16.3  BILLION 


Wal-Mart.  Bentonville,  Ark.  59. 

Married,  4  children 


Christy  Walton  &  family 

$16.3  BILLION 

Wal-Mart.  Jackson,  Wyo.  52. 

Widowed,  1  child 


S.  Robson  Walton 

$16.3  BILLION 

Wal-Mart.  Bentonville,  Ark.  63. 

Divorced,  remarried;  3  children 


Alice  Walton 

$16.1  BILLION 


Wal-Mart.  Fort  Worth,  Tex.  58. 

Twice  divorced 


FOR  THE  FIRST  TIME  SINCE  1989  THERE  ISN'T 
a  Walton  in  Top  10  of  The  Forbes  400;  Wal- 
Mart  shares  flat  over  past  12  months  as  big- 
ger gainers  passed  by  famously  secretive 


children  and  daughter-in-law  of  Sam  Walton 
(d.  1992).  Mom,  Helen,  passed  away  April; 
matriarchs  fortune  to  pass  to  charity  over  next 
few  years.  Sam  began  retail  career  1940  mak- 
ing $75  a  month  as  J.C.  Penney  clerk.  Opened 
Ben  Franklin  5-and- 10  store  in  Newport,  Ark. 
5  years  later;  lost  lease  1950.  With  brother 
James  opened  chain  of  general  stores  in  Ben- 
tonville, Ark.  1962.  Took  Wal-Mart  public 
1970,  now  worlds  largest  retailer,  with  more 
than  7,000  stores  in  14  countries;  1.9  million 
employees  serve  176  million  customers  a 
week  Sales:  $345  billion.  Family  controls  40%. 
Jim:  oversees  family  banking  business.  Alice: 
raises  horses,  founded  American  art  museum 
in  Bentonville.  Rob:  company's  first  lawyer; 
now  chairman.  Christy:  widow  of  John  Wal- 
ton (d.  2005)  supports  school  choice  programs 
for  underprivileged  kids. 


Jack  Crawford  Taylor 
&  family 

$14  BILLION 

Enterprise  Rent-A-Car.  St  Louis.  85. 

Married,  2  children 

LEFT  WASHINGTON  U.  TO  SERVE  IN  NAVY; 


became  fighter  pilot  on  U.S.S.  Enterprise 
during  WWII.  Sold  cars  after  war,  became 
sales  manager  for  St.  Louis  Cadillac  distrib- 
utor. Backed  by  boss,  took  50%  pay  cut  to 
start  own  car-leasing  business;  offered 
rentals  as  temporary  replacements  for 
stolen,  wrecked  cars.  Business  boomed  in 
1970s  after  courts  made  insurance  compa- 
nies pay  for  replacement  rentals.  Today 
Enterprise  Rent-A-Car  sales  exceed  $9  bil- 
lion. Son,  Andrew,  began  working  for  dad 
"as  soon  as  I  could  drive";  now  chairman 
and  chief  executive.  Daughter,  Jo  Ann  Tay- 
lor Kindle,  is  president  of  charitable  Enter- 
prise Rent-A-Car  Foundation.  Increasing 
presence  at  airports;  through  holding  com- 
pany, bought  Vanguard  Auto  Group,  oper- 
ator of  National  and  Alamo  car  rental 
companies,  for  an  estimated  $1.2  billion 
earlier  this  summer. 

Forrest  Mars  Jr. 

$14  BILLION 

Pet  food,  candy.  McLean,  Va.  76. 

Married,  4  children 

Continued  on  page  212. 
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(DEPENDENCY  IMPRESSIVE. 
OGETHER,  EXTRAORDINARY. 


.egg  Mason,  we've  assembled  experienced  investment  firms  and  empowered  each  of  them 
i  the  tools,  the  resources  and,  most  importantly,  the  independence  to  pursue  the  strategies 
y  know  best.  Through  this  unique  and  extraordinary  structure,  we  offer  a  broad  range 
ixpertise  for  individual  investors,  and  it's  made  us  a  world  leader  in  money  management* 
( to  your  financial  advisor  or  visit  www.leggmason.com  and  discover  today's  Legg  Mason. 


WESTERN  ASSET 

CLEARBRIOGE  ADVISORS 

LEGG  MASON  CAPITAL  MANAGEMENT 

BRANDYWINE  GLOBAL 

ROYCE  &  ASSOCIATES 

PERMAL 

PRIVATE  CAPITAL  MANAGEMENT 

BUILT  TO  WIN" 

LEGG 
MASON 

fid  ninth-largest  money  manager  in  2007,  according  to  Pensions  &  Investments  based  on  12/31/06  assets  under  management.  ©2007  Legg  Mason  Investor  Services,  LLC.  Member  FINRA,  SIPC. 


S.  Truett  Cathy  photographed  in  Atlanta  by  David  Stuart. 
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AT  YOUR  SERVICE 


S.Truett  Cathy  $1.3 

Chick-fil-A.  Atlanta.  86.  Married,  3  children 


BILLION 


CREATOR  OF  ORIGINAL  CHICKEN  SANDWICH  FIRED  UP  FIRST  GRILL  1946.  WITH  BROTHER 
Ben  served  Ford  factory,  airport  workers  round  the  clock,  6  days  a  week.  Poultry  executives 
approached  Cathy  with  discounts  on  leftover  chicken  breasts  too  big  for  Delta  meal  trays. 
Oversize  chicken  sandwiches  became  trademark.  Food-court  pioneer  opened  first  Chick- 
fil-A  at  Greenbriar  Mall  in  Atlanta  1967.  Scarred  by  Depression,  keeps  debt  to  minimum. 
Sales:  $2.3  billion.  Devout  Baptist  keeps  stores  closed  on  Sundays,  enforces  strict  Christian 
corporate  code.  Advises  employees,  franchisees  to  "base  your  business  on  biblical  principles." 
Owns  a  Batmobile  from  Batman  Returns. 
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SERVICE 


John  F.  Mars 

$14  BILLION 

Pet  food,  candy.  Arlington,  Va.  71. 

Married,  2  children 


Jacqueline  Mars 

$14  BILLION 

Pet  food,  candy.  Bedminster,  N.J.  68. 

Twice  divorced,  3  children 

GRANDFATHER  FRANK  MARS  BEGAN  MAK- 
ing  chocolates  from  his  kitchen  in  Tacoma, 
Wash.  1911.  Father,  Forrest  Sr.  (d.  1999), 
introduced  malt-flavored  nougat,  which 
became  foundation  of  candy  bar  line:  Milky 
Way,  Snickers,  3  Musketeers.  Also:  M&Ms, 
Twix,  Skittles.  Added  pet  food  (Whiskas, 
Pedigree),  Uncle  Ben's  Rice.  Today  Mars 
world's  largest  confectioner.  Sales:  $21  bil- 
lion; pet  food  division  now  larger  than 
candy  by  sales. 


John  Menard 

$7.3  BILLION 

Home  improvement  stores.  Eau  Claire,  Wis. 

67.  Twice  divorced;  6  children 

BUILT  BARNS  TO  PAY  U.  OF  WISCONSIN 
tuition.  Founded  hardware  store  chain 
Menard's  1972;  expanded,  undercut  com- 
petition pennies  at  a  time.  Now  third- 
largest  home  improvement  firm  in  U.S. 
behind  Home  Depot,  Lowe's.  Stores  in  1 1 
midwestern  states.  Estimated  sales  in  2005: 
$7.2  billion.  Sports  car  junkie  funds  Team 
Menard  at  Indy  500  each  year;  sponsors 
Nascar's  Dale  Earnhardt  Jr. 


Charles  Schwab 

.5  BILLION 

Discount  stock  brokerage.  Atherton,  Calif. 

70.  Married,  5  children. 

STANFORD  GRAD  OPENED  DOORS  TO 
eponymous  discount  brokerage  firm  in 
1971.  Client  accounts  swelled  during  dot- 
com craze,  then  deflated  when  Internet  bub- 
ble burst.  Relinquished  chief  executive  post 
in  2003;  returned  to  helm  a  year  later  after 
profits  fell.  Stock  price  slipped  slightly  last 
fall  after  Bank  of  America  o      ed  free 


online  stock  trades.  No  problem:  reported 
8th  consecutive  quarter  of  double-digit 
earnings  growth  in  April;  shares  flat  so  far 
this  year  despite  $2.3  billion  stock  buyback 
and  $1.2  billion  special  dividend  in  August. 
Dyslexic;  opened  the  Charles  &  Helen 
Schwab  Foundation  for  children  with  learn- 
ing disabilities  and  ADHD  in  1989. 


Steven  Udvar-Hazy 

$4.1  BILLION 

International  Lease  Finance.  Beverly  Hills.  61. 

Married,  4  children 

BUDAPEST-BORN  IMMIGRANT  FLED  TO 
Sweden  during  Soviet  occupation  of  Hun- 
gary; landed  in  New  York  1958.  Learned 
English  from  nuns  at  Holy  Trinity  School. 
Started  plane  brokerage  business  while 
studying  economics  at  UCLA;  disguised  his 
youth  by  communicating  via  telegram. 
With  fellow  Hungarians  Louis  and  Leslie 
Gonda  (see  both)  started  plane  rental  outfit 
International  Lease  Finance  with  $150,000 
savings,  $1.7  million  bank  loan.  Business 
took  off  as  deregulating  airline  industry 
lined  up  for  low-risk  leases.  Sold  to  AIG 
1990.  Has  donated  more  than  $100  million 
to  Stanford  U;  gave  $65  million  to  National 
Air  &  Space  Museum. 


Ty  Warner 

$4.1  BILLION 

Beanie  Babies.  Chicago.  63. 

Single 

SALESMAN'S  SON  DROPPED  OUT  OF  COL- 
lege,  took  to  road  selling  plush  toys.  Sold 
first  line  of  stuffed  animals  1986.  Beanie 
Babies  hit  shelves  1993;  created  collecting 
craze.  Last  year  sales  down  an  estimated 
30%  to  $375  million  as  popularity  of  bean- 
filled  cuties  wanes.  Trying  to  rehab  toy  busi- 
ness; now  has  licensing  deals,  partnerships 
with  Nascar,  Paramount.  Also  dolls:  recently 
released  Ty  Girlz  can  be  registered  online  to 
allow  kids  to  shop,  take  vacations  virtually. 
Owns  Four  Seasons  hotel  in  New  York, 
resorts  in  California,  Hawaii,  Mexico. 
Recently  renovated  the  Kennedy  Cottage  at 
his  San  Ysidro  Ranch  in  California;  travelers 
pay  $2,990  per  night  to  sleep  in  cottage 
occupied  by  John  and  Jackie  Kennedy  on 
their  honeymoon. 


Herbert  V.  Kohler  Jr.  &  family 

$4  BILLION 

Plumbing  fixtures.  Kohler,  Wis.  68. 

Divorced,  remarried;  3  children 

HOUSING  MARKET  MAY  BE  HEADING  DOWN 


the  toilet,  but  chrome  and  porcelain  thrones 
are  still  making  millions  for  third-genera- 
tion chief  of  Kohler  Co.  Grandfather 
founded  company  1873  to  make  cast-iron 
and  steel  farming  tools  and  cemetery  acces- 
sories for  Midwesterners.  Today  empire 
includes  plumbing  fixtures  and  faucets,  tile, 
furniture,  cabinets,  engines,  generators,  golf 
resorts  in  Wisconsin  and  Scotland.  Sales: 
$5  billion.  Bulk  of  revenues  generated  with 
goods  sold  through  wholesalers,  retailers 
like  Home  Depot  and  Lowe's.  Now  focusing 
on  higher  end  of  market;  selling  cast-iron 
bathtubs,  $3,000  sinks.  Yale  grad  also  breeds 
Morgan  show  horses. 


Steve  Wynn 

$3.9  BILLION 

Casinos.  Las  Vegas.  65. 

Married,  2  children 

SON  OF  BINGO  PARLOR  OPERATOR  CATCHING 
up  to  archnemesis  Sheldon  Adelson  (see)  in 
Chinese  gambling  mecca  Macau.  Unveiled 
$1.2  billion  Wynn  Macau  casino  resort  last 
year;  complex  features  600  hotel  rooms,  4 
restaurants.  Studied  at  U.  of  Pennsylvania, 
became  keno  manager  at  Frontier  Hotel  in  Las 
Vegas.  Bought  Golden  Nugget  before  build- 
ing Mirage,  Bellagio  resorts.  Sold  Mirage  Re- 
sorts to  Kirk  Kerkorian  (see)  for  $6.4  billion 
in  2000.  Took  Wynn  Resorts  public  2002; 
opened  $2.7  billion  Wynn  Las  Vegas  mega- 
casino  3  years  later.  Now  building  expansion 
Encore.  Netted  $125  million  after  paying  $6- 
per-share  dividend  last  year;  shares  up  32%  this 
year.  Elbowed  Picasso's  "Le  Reve"  just  before 
he  planned  to  sell  the  painting  to  hedge  fund 
manager  Steve  Cohen  (see)  for  $139  million. 


B.  Wayne  Hughes 

$3.7  BILLION 

Public  Storage.  California;  Kentucky.  74. 

Divorced,  3  children  (1  deceased) 

FORMER  EXEC  AT  REAL  ESTATE  SYNDICATE 
Property  Research  started  storage  business 
1972  after  stopping  at  warehouse  on  road 
trip  and  learning  it  was  full.  Lost  potential 
customers  with  confusing  signs:  people 
thought  "Private  Storage"  meant  closed  to 
general  public.  New  name  brought  them  in 
droves.  Today  Public  Storage  nation's  largest 
self-storage  company:  2,100  facilities  in  38 
states  and  7  European  countries,  132  million 
rentable  square  feet.  Bought  rival  Shurgard 
for  $5.5  billion  in  2005.  Staunch  Republican 
gave  $1  million  to  Schwarzenegger  in  2005 J 
$500,000  to  ultraright  Progress  for  America 
last  year.  Horse  racer  seeking  first  Kentucky 
Derby  win. 


$5 
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Richard  DeVos 

S3. 6  BILUON 

Alticor.  Ada,  Mich.  81. 

Married,  4  children 

PAIRED  UP  WITH  HIGH  SCHOOL  BUDDY  JAY 
Van  Andel  (d.  2004)  to  create  Amway,  giant 
direct-seller  of  cosmetics,  nutritional  sup- 
plements. Entrepreneurial  duo  opened 
drive-in  diner  after  stints  in  the  Army. 
Began  pushing  all-purpose  cleaner  to 
friends,  strangers,  door-to-door  1959;  today 
more  than  3  million  salespeople  generating 
S6.3  billion  a  year  under  Alticor  name. 
Richard  retired  1993;  second  generation 
now  at  helm.  Owns  pro  basketball's 
Orlando  Magic;  with  wife,  Helen,  has 
donated  more  than  S400  million  to  health, 


education,  the  arts.  Son  Dick  spent  S30  mil- 
lion on  failed  Michigan  gubernatorial  bid 
last  fall;  took  heat  for  laying  off  workers  in 
job-strapped  Michigan  while  Amway 
expanded  in  China  during  the  1990s. 

John  Simplot  &  family 

S3.6  BILUON 

Potatoes,  microchips.  Boise,  Idaho.  98. 

Divorced,  remarried;  4  children  (1  deceased) 

IDAHO-RAISED  POTATO  KING  DROPPED 
out  of  8th  grade,  left  home  after  feuding 
with  father.  Sorted  potatoes,  raised  hogs, 
saved  up  to  buy  first  potato  field;  became 
millionaire  by  30.  Company  developed 
innovative  freezing  process  1950s.  Today 
provides  a  third  of  the  french  fries  sold 
around  the  country.  Mulling  move  to 
health-food  products  in  response  to 
national  witch  hunt  on  trans  fats.  Sales 
exceed  S3. 3  billion.  Also  runs  hefty  fertil- 
izer operation,  owns  stake  in  semiconduc- 
tor outfit  Microcon  Technology.  Ongoing 
controversy:  company  has  cloned  cows  in 
past  few  years.  Oldest  member  of  The 
Forbes  400. 


Riiey  Bechtel 

S3. 5  BILUON 


Engineering,  construction.  San  Francisco.  55. 

Married,  3  children 

FOURTH  -GENERATION  HEAD  OF  ENGLNEER- 
ing  behemoth  Bechtel  Group;  company 
built  Hoover  Dam,  Trans- Alaska  Pipeline 
and  Channel  Tunnel.  Father,  Stephen  (see), 
became  company  president  1960,  chairman 
1973;  Riley  now  chairman,  chief  executive. 
Both  believed  to  own  20%  of  company.  Sales 
exceed  S20  billion;  company  booked  S25  bil- 
lion in  new  contracts  last  year.  Recently 
pulled  out  of  Iraq  after  completing  S2.3  bil- 
lion in  reconstruction  work  Other  projects: 
Tacoma  Narrows  Bridge  in  Seattle;  New 
Doha  International  Airport  in  Qatar.  Also 
owns  stake  in  money  management  firm 
Fremont  Group. 

Kenneth  Hendricks 


S3.5 


BILLION 


Building  supplies.  Afton,  Wis.  66. 


WISCONSIN  NATRT  DROPPED  OUT  OF  HIGH 


Kenny  Troutt,  photographed  in  Dallas  by  Dennis  Murphy. 
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school;  later  joined  family  roofing  business. 
Founded  first  construction  supply  operation 
1982.  Today  ABC  Supply  largest  supplier  of 
roofing  and  siding  materials  to  professional 
contractors  in  the  U.S.  with  404  stores.  Sales: 
S3  billion.  Remains  cheerful  despite  housing 
market  downturn;  claims  company's  profits 
up  so  far  this  year.  Donates  money  to 
hometown  of  Beloit,  Wis.  in  effort  to  help 
improve  city's  economic  infrastructure, 
bring  in  new  jobs. 

Richard  Schulze 

$3.4  BILLION 

Best  Buy.  Edina,  Minn.  66. 

Widowed,  remarried;  10  children 

SOLD  ELECTRONICS  FOR  FATHER'S  DISTRI- 
bution  company  after  high  school.  Opened 
car  stereo  store  1966.  Used  superstore  con- 
cepts to  attract  customers,  thicken  margins. 
Renamed  operation  Best  Buy  1983;  took 
public  1985.  Pioneered  big-box-store  con- 
cept: stacked  inventory  on  sales  floor,  let 
customers  touch  merchandise.  Today  $36  bil- 
lion in  sales,  over  800  U.S.  stores.  Purchased 
8-year-old  computer-repair  firm  Geek 
Squad  2002  for  $3  million;  today  all  U.S. 
Best  Buy  stores  have  Geek  Squad  service 
available. 

Edgar  Bronfman  Sr. 

$3.2  BILLION 

Seagram.  New  York  City.  78. 

Thrice  divorced,  remarried;  7  children 

FATHER,  SAM  (D.  1971),  FOUNDED  Dis- 
tillers Corp.  1924,  after  emigrating  from 
Russia  to  Montreal.  Made  fortune  smug- 
gling whiskey  over  U.S.  border  during  Pro- 
hibition. Acquired  Joseph  E.  Seagram  & 
Sons  1928.  Edgar  Sr.  took  over  U.S.  opera- 
tions, brother  Charles  ran  business  in 
Canada.  Diversified  into  other  brands: 
Absolut  (vodka  .  oicana  (juice).  Also 
stake  in  DuPont.  Son  Edgar  Jr.  staged  ill- 
fated  entrance  into  Hollywood:  sold  off 
iuice,  nylons  busing  .  MCA/Uni- 
versal for  $5.7  billion  f  Seagram 
empire  snatched  up  for  $34  bil- 
lion 2000.  Entertair  lies  lost 
family  billions;  Edgai               •  s  Warner 


Music  Group.  Edgar  Sr.  succeeded  by  son 
Matthew  as  head  of  World  Jewish  Congress 
earlier  this  year. 

Donald  Schneider 

$3  BILLION 

Trucking.  Green  Bay,  Wis.  71. 

Married,  5  children 

FATHER,  AL,  STARTED  STORAGE  AND  TRANS- 
fer  service  1938  from  converted  horse  sta- 
ble; dropped  storage  element  1944.  Don 
took  over  trucking  firm  in  1983  after 
Wharton  M.B.A.  Early  adopter  of  satellite 
tracking  technology,  transportation  logis- 
tics. Became  one  of  nation's  largest  haulers 
by  buying  up  competitors.  Today  Schnei- 
der National  has  15,500  drivers,  48,000 
trailers  covering  more  than  8  million  miles 
every  day.  Sales:  $3.7  billion.  Expanding 
internationally:  China,  Czech  Republic, 
Mexico.  Director  emeritus  of  pro  football's 
Green  Bay  Packers. 


Mitchell  Rales 

BILLION 


Dznaher  Corp.  Washington,  D.C.  51. 

Divorced,  2  children 


St,  Rales 

$2,2 


Group  Holdings.  Bought  up  small  manu- 
facturing companies  during  junk-finance 
frenzy  1980s.  Acquired  near-bankrupt 
REIT,  combined  with  manufacturing  units 
to  create  Danaher  Corp.;  named  company 
after  Montana  stream  where  2  once  fished 
for  trout.  Public  1987.  Acquired,  revamped 
more  than  3  dozen  companies  in  25  years. 
Shares  up  17%  in  past  12  months.  Recendy 
acquired  water  treatment  products  firm 
ChemTreat  for  S435  million.  Mitchell  a 
trustee  of  National  Gallery  of  Art;  per- 
sonal collection  includes  contemporary 
art,  photography. 

Thomas  Pritzker 

$3  BILLION 

Hotels,  investments.  Chicago.  57 

Married,  3  children 


Penny  Pritzker 

S2.8  BILLION 

Hotels,  investments.  Chicago.  43 

Marned,  2  children 


Anthony  Pritzker 

$2.7  BILLION 

Hotels,  investments.  Los  Angeles.  46. 

Married,  6  children 


Danahe         Washington,  D.C.  56. 

Divorcee  2  dren 


Daniel  Pritzker 

S2.7  BILLION 


PUBLICIT'  BROTHERS  LEFT  FATHER'S 
real  estate  firm  1979.  Founded  Equity 


Hotels,  investments.  Marin  County,  Calif  48. 

Married,  5  children 
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help  make  fighting  fires  from  the  air  safer  and  more  effective. 
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James  Pritzker 

S2.7.O1J0N 


Hotels,  investments.  Chicago.  56. 


Jay  Robert  Pritzker 

S2.7BHJON 


Hotel 


snston,  111.42. 


Jean  (Gigi)  Pritzker 
S2.7 


Hotels,  investments.  Chicago.  45 


Karen  Pritzker 

$2.7  mc*  

Hotels,  investments.  New  Haven,  Conn.  49. 


Linda  Pritzker 

S2.7UUON 


Hotels,  investments.  St  Ignatius,  Mont  53. 


moo.  Sold  minority  stake  in  Hyatt  to  private 
equity  firm  Madrone  Capital  (owned  by  the 
Walton  heirs)  and  Goldman  Sachs  for  $1  bil- 
lion in  August 


John  MacMillan 

S2.8e_-. 


Inheritance.  Hillsboro  Beach,  Fla.  79. 


John  Pritzker 

Victor  Fung 

S2.6 

S2.9e_:. 

Hotels,  investments.  San  Francisco.  54. 

U  &  Fung.  Hong  Kong.  61. 

SLI&FUNG, 

Nicholas  Pritzker 

S2.3 


Hotels,  investments.  Chicago.  63. 


GRANDCHHDREX  OF  .VN. 


(sales:  S7  bdbon)  and  hotel  chain  Hyatt  (735 
hotels  worldwide).  Kan  to  pass  control  of  em- 
pire to  fay's  son  Tom.  cousin  Nick  and  niece 
ftmwcoilansedm  2fJ01;femarafireedto  sofe 


err.: 

?  vr 


,  Matthew  and  LieseL  Set 

ynastk:  carve-up  supposed 
4  years,  w3  likely  indude 
tbs  ofboth  Yr-sz  and  Nfar- 


vear.  Grar.craLr.er  ! 
bution  outfit  Li  &  Fu 
nszhou,  China;  sok 


1970s.  Mac 


Cargill  MacMillan  Jr. 
S2.8  . 


Inheritance.  Wayzata,  Minn  80. 


Whitney  MacMillan 

S2.8b^uqh  

Inheritance.  Minneapolis,  Minn.  78. 


Marion  MacMillan  Pictet 

S2.8b>uon  

Inheritance.  Hamilton,  Bermuda.  75. 


Pauline  MacMillan  Keinath 

S2.8b-x*  

Inheritance.  St  Louis,  75. 


HEIRS  TO  GIANT  GRAIN-TRADING  CONCERN 
Cargill  Company  founded  by  William  and 
Samud  Cargill,  sons  of  Scottish  sea  captain, 
as  grain  storage  house  in  Iowa  after  Civil 
War.  Wills  son-in-law-  John  MacMillan  took 
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control  1909.  Whitney:  last  family  member 
to  serve  as  chief  executive,  stepped  down 
1995.  Family  owns  90%  of  company, 
employees  the  rest.  Sales:  $88  billion. 
World's  largest  producer  of  plastics  made 
from  renewable  resources  (corn).  Combined 
fertilizer  division  with  another  firm,  took 
public  as  Mosaic  2004;  shares  up  130%  past 
1 2  months.  Brother  W.  Duncan  MacMillan 
died  earlier  this  year. 

Roger  S.  Penske 

$2.7  BILLION 

Cars.  Birmingham,  Mich.  70. 

Divorced,  remarried;  5  children 

ATTENDED  LEHIGH  U;  WORKED  FOR  Alu- 
minum company  Alcoa.  Bought  Chevy  deal- 
ership. Started  Penske  Corp.  1969;  distributor 
for  GM's  Detroit  Diesel.  Expanded  into  truck 
leasing  1970s,  diesel  engines  1988.  Acquired, 
became  chief  executive  of  second-largest  U.S. 
auto  dealer  United  Auto  Group  1999.  Com- 
pany renamed  Penske  Auto  Group  in  July.  Cur- 
rendy  controls  more  than  300  retail  auto  deal- 
erships and  26  collision  repair  centers. 

Mary  Alice  Malone 

$2.5  BILLION 

Inheritance.  Coatesville,  Pa.  57. 

Divorced,  2  children 


Bennett  Dorrance 

$2.4  BILLION 

Inheritance.  Paradise  Valley,  Ariz.  58. 

Married,  2  children 


Charlotte  Weber 

$1.4  BILLION 


Inheritance.  Ocala,  Fla.  64. 

Divorced,  3  children 


COUSINS.  GRANDCHILDREN  OF  JOHN  T. 
Dorrance,  inventor  of  condensed  soup 
process.  Passed  on  Campbell  Soup  business 
to  son,  3  daughters.  Third  generation  still 
owns  about  haJf  the  company;  all  on  board 
but  not  involved  in  day-to-day  manage- 
ment. Last  October  Campbell  agreed  to  sell 


healthier  foods  to  schools;  now  offers  low- 
calorie,  low-sodium  soups.  Also  pledged  to 
stop  advertising  to  children  products  that  do 
not  meet  nutritional  standards.  Interests 
include  horses  (Malone,  Weber),  ancient 
Chinese  art  (Weber)  and  real  estate. 

Robert  Rich  Jr. 

$2.5  BILLION 


Nondairy  creamer.  Islamorada,  Fla.  66. 

Twice  divorced,  remarried;  4  children 


David  Rich 

$1.5  BILLION 


Nondairy  creamer.  Jackson,  Miss.  62. 

Married,  6  children 

FATHER,  ROBERT  SR.,  FOUNDED  RICH 
Products  after  WWII  with  invention  of 
world's  first  frozen  soy  whipped  topping. 
Diversified  into  nondairy  coffee  creamer, 
frozen  breads,  cookies,  cakes.  Robert  Jr.  stud- 
ied at  Williams  College,  M.B.A.  from  U.  of 
Rochester.  Became  president  of  company 
1978;  now  chairman.  Inherited  60%  of  pri- 
vately held  company  when  dad  died  2006. 
Spent  much  of  past  few  years  buying  up  com- 
petitors; now  investing  internally.  Built  new 
facilities  in  Mexico,  England,  Brazil,  South 
Africa  this  year.  Sales:  $2.6  billion.  Sports 
fanatic  tried  out  for  1964  U.S.  Olympic  hockey 
team;  owns  Triple-A  Buffalo  Bisons.  Penned  2 
books  on  fishing.  David  owns  40%;  proud 
Mississippian  does  not  work  for  company. 


Frederick  Smith 

$2.4  BILLION 


FedEx.  Memphis.  63. 

Divorced,  remarried;  10  children 

YALE  ECONOMICS  STUDENT  WROTE  SENIOR 


thesis  on  what  would  become  Federal 
Express.  Tome  focused  on  improving 
overnight  delivery  services  using  integrated 
network  of  planes  and  trucks.  Marine  in 
Vietnam,  then  worked  as  crop-dusting  pilot. 
Bought  small  stake  in  Arkansas  aviation 
firm.  With  venture  capital  and  family 
money  launched  Federal  Express  1973. 
FedEx  revenues  exceeded  $35  billion  last 
year;  6.5  million  items  delivered  daily. 

Charles  Butt  &  family 

$2.3  BILLION 

Supermarkets.  San  Antonio,  Tex.  69. 

Single 

THIRD-GENERATION  GROCER'S  CENTRAL 
Market  stores  shun  big  brands  like  Coca- 
Cola  and  General  Mills  in  favor  of  organic 
foods,  wine  and  cheese,  in-store  cafes. 
Exporting  gourmet  sensibilities  to  Mexico's 
burgeoning  middle  class.  Grocery  chain 
founded  1905  by  grandmother  to  support 
ailing  husband,  3  children  out  of  small  house 
in  Kerrville,  Tex.  Today  more  than  300  stores 
in  Texas  and  Mexico.  Sales  exceed  $13  bil- 
lion; lOth-largest  privately  held  company  in 
U.S.  by  sales.  Donates  5%  of  pretax  earnings 
to  charitable  causes.  Bulking  up  nongrocery 
unit  to  compete  with  Wal-Mart  Super- 
centers;  in  October  introduced  program 
allowing  customers  to  purchase  any  of  500 
generic  drugs  for  $5.  Sister,  Eleanor,  involved 
with  children's  charities.  Two  nephews  now 
in  charge:  Howard  III  runs  Mexico  opera- 
tions, Stephen  leads  Central  Market.  Brother 
Howard  runs  family  foundation. 

William  Barron  Hilton 

$2.3  BILLION 

Hotels,  casinos.  Los  Angeles.  79. 

Widowed,  8  children 

SON  OF  HOTEL  MAGNATE  CONRAD  HILTON 
(d.  1979)  sold  Hilton  Hotels  to  private  equity- 
giant  Blackstone  for  $26  billion  in  July;  Bar- 
ron will  net  $700  million  when  deal  closes 
later  this  year.  Initially  resisted  family  busi- 
ness after  father  offered  him  management 
job  paying  $160  a  month.  Stint  in  Navy  as 
photographer  WWII;  came  home  to  work 
for  dad.  Rose  from  elevator  operator  to  pres- 
ident; became  chairman  1979.  Tenacious 
heir:  father  left  bulk  of  estate  to  a  charitable 
foundation;  Barron  waged  lengthy  legal  bat- 
tle for  his  cut  of  fortune,  won  1989.  Also 
owns  stake  in  Harrah's  Entertainment;  will 
reap  $300  million  when  company  completes 
$27.8  billion  sale  to  private  equity  firms 
Apollo  Management  and  TPG.  Airman  flies 
gliders  at  his  750,000-acre  Nevada  ranch. 
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J.  Willard  Marriott  Jr. 

$2.2  BILLION 

Hotels.  Potomac  Md.  75. 

Married,  4  children 


Richard  Marriott 

$2.1  BILLION 

Hotels.  Potomac,  Md.  68. 

Married,  4  children 

SONS  OF  J.W.  MARRIOTT  SR.  (D.  1985),  WHO 
started  root  beer  stand  Hot  Shoppe  1927; 
expanded  into  catering,  restaurants. 
Opened  first  hotel,  Twin  Bridges,  1957. 
Brothers  parted  ways  in  1993  amid  bond- 
holder protest;  Richard  controls  hotel  own- 
ership operation  Host  Hotels  &  Resorts,  Bill 
heads  franchise  and  property  management 
outfit  Marriott  International.  Created  joint 
venture  with  chic  hotelier  Ian  Schrager  to 
develop  line  of  hip  boutique  Marriotts;  plan- 
ning kid-friendly  hotels  with  Nickelodeon. 
Bill  pecks  out  weekly  blog  with  thoughts  on 
leadership,  BBQ  sauce  recipes. 

Nancy  Walton  Laurie 

S2.2  BILLION 

Wal-Mart.  Columbia,  Mo.  56. 

Married,  1  child 

FATHER,  JAMES  (BUD)  WALTON,  AND  HIS 
brother  Sam  ran  handful  of  small  5-and-10 
stores  in  Arkansas  and  Missouri.  Brothers 
built  first  Wal-Mart  1962.  Nancy  inherited 
large  stake  after  Buds  death  1995.  Sold  pro 
hockey's  St.  Louis  Blues  last  year.  Recently 
purchased  a  Missouri  bank.  Founder  of 
New  York  City's  Cedar  Lake  Ensemble  bal- 
let troupe. 

Jess  Jackson 


S2.2 


BILLION 


Jackson  Family  Wines.  Healdsburg,  Calif.  77. 

Divorced,  remarried;  5  children 

STUDIED  LAW  AT  UC,  BERKELEY.  BOUGHT 
80-acre  pear  and  walnut  orchard  in  Cali- 
fornia, converted  into  first  vineyard.  Built 
Kendall-Jackson  into  populist  wine  con- 
cern. Today  Jackson  Fam  nes  produces 
5.2  million  cases  on  1 4,<         inted  acres. 


Sales:  $520  million.  Has  spent  S250  million 
building  Thoroughbred  breeding  operation; 
owns  3  Kentucky  farms.  Also  30%  stake  in 
Preakness  winner  Curlin. 

Imogene  Powers  Johnson 

S.C.  Johnson.  Racine,  Wis.  77. 

Widowed,  4  children 

S.  Curtis  Johnson  

S.C.  Johnson.  Racine,  Wis.  52. 

Married,  4  children 

Helen  Johnson-Liepold  

S.C.  Johnson.  Racine,  Wis.  50. 

Married,  3  children 

H.  Fisk  Johnson  

S.C.  Johnson.  Racine,  Wis.  49. 

Divorced,  1  child 

Winnie  Johnson-Marquart 

S.C.  Johnson.  Virginia  Beach,  Va.  48. 

Married,  4  children 

$11  BILLION  family  fortune 


WIDOW  AND  CHILDREN  OF  SAMUEL  CURTIS 


Johnson  (d.  2004),  great-grandson  of  salesman 
who  founded  floor  wax  company  1886.  Sam 
took  helm  1966;  business  expanded  to  clean- 
ing supplies  (Pledge,  VVindex),  bug  spray  (Off 
Raid).  Estimated  sales:  S7  billion.  Environ- 
mentalist Sam  sent  kids  to  alma  mater,  Cor- 
nell, before  joining  family  business.  Fisk  S.C 
Johnson  chairman  has  Ph.D.  in  physics 
M.B.A.;  working  in  Kenya,  India  to  establish 
sustainable,  community-based  businesses 
Curt  runs  industrial  cleaning  supplies  outfil 
JohnsonDiversey.  Helen:  heads  camping  anc 
military  provisions  manufacturer  Johnson  Out- 
doors, Johnson  Financial  Group.  Winnie:  lead* 
family  foundation. 

S.  Daniel  Abraham 


S2.1 


BILLION 


Slim-Fast.  Palm  Beach,  Fla.  83. 

Married,  6  children 


SLIM-FAST  KINGPIN  RAISED  IN  LONG 
Beach,  N.Y.  Joined  Army  at  18;  fought  ir 
Italy,  France  and  Germany  during  Worlc 
War  EL  Lesson:  "War  should  be  outlawed.' 
Introduced  Slim-Fast  nutritional  supple- 
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merits  1976.  Made  fat  fortune  helping  others 
get  thin;  sold  to  Unilever  in  2000  for  S2.3 
billion.  Recently  embroiled  in  real  estate, 
banking  scandals  involving  friend  Israeli 
Prime  Minister  Ehud  Olmert;  denies  any 
wrongdoing.  Involved  in  Middle  East  diplo- 
macy since  1988.  "Democracy  is  a  hell  of  a 
lot  more  than  elections."  Donates  heavily  to 
Democrats,  Mayo  Clinic,  Jewish  causes. 


Clayton  Lee  Mathile 

S2.1  BILLION 


lams.  Dayton,  Ohio.  66. 

Married,  5  children 


CAMPBELL  SOUP  ACCOUNTANT  TOOK 
general  manager  post  at  5-employee  pet 
food  firm  lams  1970.  Became  president, 
chief  executive  a  decade  later;  bought  com- 
pany 1982.  Expanded  market  share  with 
premium  puppy  chow;  focused  on  nutrition, 
high-end  breeders.  Sold  out  to  Proctor  & 
Gamble  in  1999  for  $2.3  billion.  Wife  runs 
Mathile  Family  Foundation.  Also  supports 
entrepreneurship  through  Dayton  business 
center  Aileron,  single  mothers  through  Day- 
ton-area program  The  Glen.  Donated  S10  mil- 
lion to  Ohio  Northern  University  2006. 


James  Leprino 

S2.1  BILLION 


Cheese.  Denver.  69. 

Married,  2  children 


FATHER,  MIKE  SR.,  IMMIGRATED  TO  AMER- 
ica  1914,  settled  in  Colorado.  Spun  home- 
made mozzarella  and  ricotta  for  local 
customers  1950s.  Son  Jim  joined  family- 
business  at  18,  transformed  mom-and- 
pop  outfit  into  world's  largest  producer 
of  mozzarella.  Today  Leprino  Foods  can 
churn  through  30  million  pounds  of  milk 
each  day  across  1 1  plants  in  the  U.S., 
Europe.  Estimated  sales:  S2.3  billion. 
Biggest  customers  include  Domino's  Pizza, 
Papa  John's,  Pizza  Hut.  Also  sells  to  Nestle 
for  Hot  Pockets,  Stouffer's  microwave  piz- 
zas. Loves  the  leftovers:  market  for  com- 
pany's excess  whey  and  lactose  swelling  in 
Asia;  by-products  key  ingredients  in  infant 
formula,  soup  mixes. 


Phillip  Ruffin 

S2.1  BILLION 


Casinos.  Wichita,  Kans  72. 

Divorced,  3  children 


DROPPED  OUT  OF  COLLEGE  TO  FLIP  BURG- 
ers.  Saved  money,  invested  in  oil,  real 
estate.  Bought  New  Frontier  Hotel  and 
Casino,  41  acres  of  land  on  Las  Vegas  Strip 
for  S165  million  in  1998.  Sold  34  acres  for 
SI. 2  billion  to  Elad  Group  (owners  of 
Manhattan's  Plaza  Hotel)  in  June;  deal  the 
most  expensive  land  sale  in  Sin  City  his- 
tory. Kept  7  acres  for  condos.  Partnered 
with  Donald  Trump  (see)  to  build  64-story[ 
Trump  International  Hotel  &  Tower;  duo 
split  S500  million.  Plans  to  build  a  second 
tower.  In  August  voters  rejected  a  Kansas 
bill  that  would  have  allowed  him  to  install 
slot  machines  at  his  Wichita  Greyhound 
Park.  Winner  of  The  Forbes  400  poker 
game  (see  story,  p.  62);  donated  $125,000 
pot  to  American  Diabetes  Association. 

William  Wrigley  Jr. 

S2.1  BILUON 

Chewing  gum.  Lake  Forest  III.  43. 

Divorced,  remarried;  3  children 

GREAT  GRANDFATHER  (D.  1932)  MOVED 
from  Philadelphia  to  Chicago  to  sell  soap; 
offered  baking  powder  as  incentive.  Began 
offering  chewing  gum  instead  of  baking 
powder.  Founded  Wrigley  Company  1891; 
introduced  first  spearmint  chewables 
2  years  later.  Sent  stick  of  gum  to  every 
person  in  U.S.  phone  book  1915.  Fourth- 
generation  Wrigley  now  runs  the  opera- 
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"2,500,000  prints  with  no  breakdowns. 
We've  never  seen  reliability  like  this/7 


—  Buyers  Laboratory  Inc. 


YOURMFP 


KYOCERA  KM-8030 


fhen  are  you  going  to  make  your  move? 


ERTD1CATE  OF  RELIABILITY 

2,SOO,000  PRINTS 

8uyers  Laboratory  Inc 


We  Don't  Just  Claim  Reliabilty,  We  Prove  It! 

Everyone  claims  to  be  reliable.  But  only  a  real-world  test 
proves  it.  That's  why  Kyocera  asked  the  independent 
authority  of  Buyers  Laboratory  Inc.®  to  put  the  Kyocera 
KM-8030  through  a  demanding  test:  20,000  pages  per  day, 
printing  and  copying,  over  a  wide  range  of  sizes,  settings, 
i  modes,  with  only  scheduled  preventive  maintenance. 

;  results?  2,500,000  prints  -  0  breakdowns.  BLI  has  never  seen  anything  like  it, 
ifirming  that  the  KM-8030,  "gave  a  reliability  performance  that  was  virtually  flawless  -  a 
ly  impressive  feat."  The  award-winning  reliability  of  Kyocera  printers,  copiers  and  MFP's. 
;it  our  website  to  find  a  dealer  near  you:  www.kyoceramita.com 


The  New  Value  Frontier 

:S  !<y  DCERa 


I  based  on  an  independent,  (ommissioned  study  of  extented-term  reliability  administered  by  8LI  The  test  simulated  actual  office  conditions  and  work  documents. 

1  KYOCERA  MITA  CORPORATION.  KYOCERA  MITA  AMERICA,  INC.  "Peoole  Fnendlv.'The  New  Value  FrontierTthe  Kvocera  "smile" and  the  Kwcera  looo  are  trademarks  of  Kvocera. 
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tion.  Sales:  S4.7  billion.  Stock  up  25%  over 
past  12  months. 


Bernard  Marcus 

$2  nix* 

Home  Depot  Atlanta.  78. 

COFOUNDED  HOME  LMPROMLMENT  EMPO- 
rium  Home  Depot  with  Arthur  Blank  (see) 
in  1978  after  being  fired  from  now-defunct 
Hand)"  Dan.  Took  public  3  years  later.  New 
concept  in  home  improvement  appealed  to 
pro  contractors,  do-it-yourselfers  alike. 
Active  philanthropist  hung  up  his  toolbelt 
2002;  donated  S250  million  in  2001  to  fund 
world's  largest  aquarium,  in  Adanta. 

B.  Thomas  Golisano 

S2;_k» 


Paychex.  Mendon,  N.Y.  65. 


PAYROLL  REP  FOUND  NICHE  SUPPLYING 
financial  services  to  small  businesses.  Cre- 
ated Paychex  1971  with  S3,000  and  a  credit 
card;  expanded  via  franchising,  joint  ven- 
tures. Took  public  1983.  Left  day-to-day 
operations  2004;  remains  chairman. 
Cofounder  of  the  Independence  Party  of 
New  York;  spent  S90  million  of  his  own  cash 
on  3  failed  gubernatorial  campaigns;  claims 
he  no  longer  has  political  aspirations. 
Recently  moved  into  a  new  mansion  on  his 
38-acre  estate  in  Mendon,  N.Y.  Donated 
S750.000  to  Veterans  Outreach  Center  in 
honor  of  brother  Charles,  who  died  in 
Korean  War.  Owner  of  pro  hockeys  Buffalo 
Sabres;  divorced  third  wife,  Heather,  earlier 
this  year.  "Yes,  I'm  single." 

Frederik  Meijer  &  family 

S2  BILK*   

Grocery  stores.  Grand  Rapids,  Mich.  87. 


FATHER,  HENDRiK.  EMIGRATED  FROM 
the  Netherlands  190":  settled  in  Michigan. 
Worked  as  barber  until  Depression 
reduced  clientele.  Opened  Meijer  Grocerv 
1934  with  son  Freder  •  ;m  prices  low. 
Duo  launched  Meijer  7  res  in  1962. 


Store  believed  to  be  one  of  first  to  offer 
"one-stop  shopping";  sold  food,  general 
merchandise  under  same  roof.  Wal-Mart 
opened  same  year.  Penny-pinching  Fred- 
erik took  helm  following  father's  death  in 
1963.  Today  Meijer  operates  181  stores 
across  5  states.  Son  Doug  is  cochairman; 
son  Hendrik  Jr.  is  chief  executive. 

Albert  Ueltschi 

$1.9iuon 

FlightSafety  International.  Vero  Beach,  Fla. 

90.  Widowed.  4  children 

SEVENTH  CHILD  OF  KENTUCKY  DAIRY 
farmers  opened  hamburger  stand  to  fund 
flying  lessons  after  hearing  radio  broadcast 
of  Lindbergh's  1927  transatlantic  flight. 
Dropped  out  of  U.  of  Kentucky  to  follow 
passion;  flew  Pan  Am  planes  for  10  years. 
Founded  pilot  training  academy  Flight- 
Safety  International  1951.  Took  public 
1968;  sold  to  Warren  Buffett's  Berkshire 
Hathaway  1996.  Nanogenarian  still  drives 
himself  to  work  each  morning.  Chairs 
Orbis  International:  nonprofit  group  fights 
blindness  in  developing  countries,  uses 
DC- 10  plane  as  mobile  ophthalmological 
teaching  and  surgery  lab.  Shuns  traveling 
like  a  billionaire. 

Jon  Huntsman 

S1  .9  l  _jOH 

Chemicals.  Salt  Lake  City.  70. 

WHARTON  GRAD  MADE  PLASTIC  EGG 
cartons  during  1960s  before  buying  a 
styrene  plant  1970.  Turned  Huntsman 
Corp.  from  fast-food  container  supplier 
into  nation's  largest  private  chemical  com- 
pany via  acquisitions.  Rising  oil  prices 
squeezed  profits;  forced  to  give  up  49%  of 
firm  to  settle  debts  with  creditors.  Took 
public  2004;  personally  netted  S275  million. 
Devout  Mormon  used  proceeds  to  buy  land 
in  Idaho,  Utah;  donated  rest  to  cancer 
research.  Sold  company  to  Leon  Black's 
(see)  private  equity  group  Apollo  Manage- 
ment in  July  for  SI 0.6  billion  after  turning 
down  lower  offer  from  Russian -American 
billionaire  Leonard  Blavatnik  (see).  Son 
Peter  expanding  Huntsman  into  Asia;  son 
Jon  Jr.  governor  of  Utah. 

William  E.  (Chip)  Connor  II 
S1.8 

Exports.  Hcng  Kong.  57. 


WWII;  founded  logistics  outfit  William  E. 
Connor  &  Associates  in  Tokyo  1949.  "Chip" 
took  reins  1980s,  moved  operations  toi 
Hong  Kong.  Manages  entire  supply  chain, 
from  factory-  production  to  selling  floor  on 
distribution  center;  helps  merchants  elim- 
inate trading  companies,  brokers,  other 
middlemen.  Primarily  focused  on  apparel  I 
and  home  products.  Customers  include* 
Nordstrom,  Williams-Sonoma,  Saks. 
Neiman  Marcus. 

David  Green 


Hobby  Lobby.  Oklahoma  City.  65. 

Married.  3  children 

SON  OF  POOR  PREACHER  WORKED  AT 
local  5-and-10  store  in  high  school.  Later 
spent  days  managing  TG&Y  discount 
store,  nights  making  wooden  frames  in 
garage  with  wife.  Opened  first  Hobby 
Lobby  store  with  S600  loan  1970.  Sales 
now  SI. 8  billion.  Highly  religious:  keeps 
stores  closed  on  Sundays,  plays  contem- 
porary Christian  music  in  background. 
Last  year  donated  SI  1  milhon  electronics! 
plant  to  the  late  Jem-  Falwell;  Liberty  U. 
founder  converted  building  into  new  lawi 
school  and  church.  Has  delivered  morel 
than  300  milhon  copies  of  gospel  to  chil-l 
dren  in  100  countries  through  the  Book  of 
Hope  ministry. 

Dean  White 

S1 .7  E  -  ON 

Billboards,  hotels.  Crown  Point  Ind.  84. 


FATHER  SERVED  LN  THE  PACIFIC  DURING 


WORKAHOLIC  SIGN  SELLER  DROPPED  Ol 
of  U.  of  Nebraska  to  join  Merchant  Marinej 
Academy  Served  in  South  Pacific  during| 
WWII.  Took  over  family's  Whiteco  Indus- 
tries 1946.  Expanded  5-person  operation! 
into  vast  billboard  and  real  estate  empire. 
Sold  billboard  division  to  Chancellors 
Media  Corp.  for  S960  milhon  1998.  With 
partners  sold  off  100  hotels  to  billionaire^ 
media  mogul  Robert  Johnson  for  SI. 7  bil- 
lion last  summer.  Owns  more  than  6001 
billboards  in  China;  considers  Shanghai 
"the  place  to  be."  Also  owns  apartment 
communities  from  Denver  to  Danbury. 
Conn.  Airplane  junkie  recendy  purchased 
a  Falcon  7X  jet 

Louis  Gonda 

S1.7MUJOM 

International  Lease  Finance.  Beverly  Hills.  59. 
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Beijing  e-TOWll-Top-ranked 
Industrial  New  City 

e-TOWn  focuses  on  your  needs,  so  you  can  focus  on  your  business! 
Go  to  e-TOWll,  worry  less  and  accomplish  more! 

Beijing  Economic-Technological  Development  Area(BDA)  is  the  only  state  level  economic  and  technological  development  area  in  Beijing 
Municipality  and  it  enjoys  dual  policy  preferences  given  to  both  state  level  economic  and  technological  development  areas 

and  state  level  high-tech  industrial  parks. 
When  so  many  well-known  brands,  such  as  Nokia.  Mercedes-Benz,  Daimlerchrysler,  GE.  Bayer,  Corning,  Panasonic,  Bosch  Rexroth,  Sanyo, 
Coca  Cola,  Kimberly-Clark,  Schneider,  Aventis,  Mitsubishi,  ABB,  LG,  DHL,  3M,  Cummins,  Tetra  Pak,  Kraft,  Lotte,  etc.  gather 
in  BDA  located  in  Beijing  e-Town,  e-Town's  attractiveness  for  investment  is  almosi  self-evident. 
Why  don't  you  make  the  heart  of  China  the  heart  of  your  business 
and  profit  from  e-Town's  world-class  infrastructure  and  world-class  service? 


+86  10  6788  1 209  /  6788  1 749  /  6788  01 84 
www.bda.gov.cn 
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Leslie  Gonda 

$1  .4  BILLION 


International  Lease  Finance.  Beverly  Hills,  87. 

Married,  3  children 

LESLIE  SURVIVED  LABOR  CAMP  DURING 
Holocaust;  wife,  Susan,  escaped  Auschwitz. 
Fled  Hungary  for  Switzerland  1945;  moved 
to  Venezuela  1947,  California  1963.  With 
son  Louis  and  friend  Steven  Udvar-Hazy 
(see),  started  International  Lease  Finance 
1973;  acquired,  rented  airplanes.  Public 
1983;  sold  to  American  International  Group 
7  years  later  for  stock.  Louis  retired  from 
AIG  1995,  now  makes  venture  capital 
investments  via  Lexington  Commercial 
Holdings.  Duo  said  to  have  donated  roughly 
$250  million  to  various  Israeli  universities, 
UCLA,  Georgetown,  Mayo  Clinic. 

Michael  Krasny 

$1  .7  BILLION 

CDW  Corp.  Highland  Park,  I 

Married,  1  child 


,54. 


SON  OF  AUTO  DEALER  QUIT  JOB  TO  SELL 
used  computers  after  placing  $3  ad  in 
Chicago  Tribune  to  sell  old  PC.  Reaped  $300 
profit  on  2nd  sale.  Saw  potential  in  discount 
computer  sales,  founded  Computer  Discount 
Warehouse  1984.  Skilled  negotiator  brought 
used-car  sales  tactics  to  computer  industry 
by  offering  salespeople  high  incentives. 
Retired  2001;  today  CDW  Corp.  sells  $7  bil- 
lion of  computer  gear.  Company  sold  to  pri- 
vate equity  firm  Madison  Dearborn  Partners 
for  $7.3  billion  in  August;  deal  will  close  later 
this  year.  In  June  donated  more  than  $350 
million  in  CDW  shares  to  charity. 


Peter  Buck 

$1  .6  BILLION 


Subway.  Danbury,  Conn.  76. 

Widowed,  1  child 


Fred  DeLuca 
$1.6 


BILLION 


Subway.  Fort  Lauderdale,  Fla.  59. 

Married,  1  child 

FORMER  SCIENTIST  BUCK  FRONTED  FAM- 


ily  friend  DeLuca  $1,000  to  open  Pete's 
Super  Submarines  1965.  Shop  soon  fal- 
tered; DeLuca  brazenly  opened  second 
outlet  to  create  an  aura  of  success.  Today 
there  are  28,198  Subway  shops  in  86  coun- 
tries; much  of  company's  success  can  be 
attributed  to  infamous  Jared  commercials 
claiming  formerly  obese  airline  worker  lost 
245  pounds  eating  only  Subway  sand- 
wiches. Last  year  franchisees  launched 
class  suit  against  DeLuca  alleging  he  uses 
marketing  budget  to  drive  up  total  sales  at 
expense  of  franchisee  profits.  Reportedly 
building  "Destiny":  the  biosustainable  city 
in  South  Florida  will  have  a  sustainable 
energy  source  and  room  for  150,000 
people. 


Thomas  Friedkin 

$1  .6  BILLION 


Gulf  States  Toyota.  Houston.  72. 

Married,  4  children 

PILOT  FOR  FATHER'S  PACIFIC  SOUTHWEST 
Airlines  1960s.  Then  moved  into  cars; 
bought  Toyota  distributor  1968.  Today 
Gulf  States  Toyota  is  main  engine  behind 
supersecret  Friedkin  Cos.;  delivers  vehi- 
cles, parts  to  dealers  in  Texas  and  4  other 
Gulf  states.  Sales  believed  to  exceed  $4  bil- 
lion. Former  Hollywood  stunt  pilot  hunts 
big  game  on  his  Tanzanian  reserve; 
supports  antipoaching  and  community 
development  efforts  through  his  Friedkin 
Conservation  Fund. 
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Increased  efficiencies 
and  decreased  risks  across 

ABN  AMRO's  4500  branches 
in  53  countries.That's 

certainty 


A  business  with  millions  of  customers  globally,  called  for  an  innovative  and  holistic  approach  to 
increase  its  client  satisfaction,  with  decreased  time  to  market  and  reduced  costs  world  over. To 
achieve  this,  ABN  AMRO  needed  a  comprehensive  IT  solution  that  would  increase  efficiencies  and 
minimise  risks  in  its  daily  operations.  An  IT  solution  not  just  for  the  immediate  time  frame  but  for 
the  future  as  well.  As  one  of  the  world's  fastest  growing  technology  and  business  solutions 
providers, Tata  Consultancy  Services  (TCS)  helped  ABN  AMRO  make  a  seamless  transition  to  a  new 
system  by  leveraging  a  methodology  developed  by  TCS'  Innovation  Labs.  Ensuring  that  ABN 
AMRO  was  a  step  ahead  in  reassuring  its  customers  of  a  higher  and  better  level  of  service.  And  of 
course,  enabling  ABN  AMRO  to  experience  certainty. 

TATA  CONSULTANCY  SERVICES 

Experience  certainty. 

IT  Services  ■  Business  Solutions  ■  Outsourcing 


To  learn  how  your  business  can  experience  certainty,  visit  www.tcs.com 
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Christopher  (Kit)  Goldsbury 

$1  .5  BILLION 

Salsa.  San  Antonio,  Tex.  64. 

Divorced,  remarried;  1  child 


STUDIED  POLITICAL  SCIENCE  AT  TRINITY 
U.  Married  Linda  Pace,  daughter  of  Pace 
salsa  founder  David  Pace,  son  of  jellymaker 
from  Louisiana  who  invented  own  hot  and 
spicy  salsa— "Syrup  of  the  Southwest" — after 
WWII.  "Kit"  started  out  cutting  vegetables  in 
production  line,  found  calling  in  sales 
department.  Became  president  1977;  with 
wife  bought  company  from  family.  Pur- 
chased her  half  for  $95  million  after  she  sued 
for  divorce  1991.  Sold  entire  outfit  to  Camp- 
bell Soup  for  $1.1  billion  1996.  Now  runs 
private  equity  firm  Silver  Ventures.  Sent 
fatigued  employee  on  1 ,000-mile  drive  from 
San  Antonio  to  Aspen,  Colo,  in  2005;  man 
fell  asleep  at  wheel,  crashed,  eventually  died 
from  injuries.  Goldsbury  was  sued  for 
negligence,  wrongful  death;  quickly  settled. 


Joseph  Jamail 

$1  .5  BILLION 

Lawsuits.  Houston.  81. 

Widowed,  3  children 

GROCER'S  SON  CHOSE  THE  LAW  OVER  FAM- 
ily  business.  Studied  English  and  history  at 
U.  of  Texas;  stayed  for  law  school.  Joined 
Harris  County,  Tex.  prosecutor's  office 
1954;  district  attorney  was  soon  impeached 
for  "running  a  string  of  whorehouses."  Rep- 
utation for  smarts,  sharp  tongue  brought 
lucrative  offers  from  private  sector.  Formed 
own  firm  instead,  made  name  trying  per- 
sonal injury  cases.  Nervous  corporations 
paid  him  vast  sums  to  switch  sides.  Hit  gold 
mine  representing  Pennzoil  against  Texaco 
1987;  the  $1 1  billion  judgment  for  Pennzoil 
netted  him  an  estimated  $345  million  fee. 
Faithful  alum  says  he  has  donated  $100  mil- 
lion to  UT,  sponsored  3,500  scholarships. 
Spends  evenings  reading  Twain,  eating 
shrimp.  "I'm  still  drinking." 

Peter  Sperling 

$1 .5  BILLION 

Apollo  Group.  Phoenix.  47. 

Married,  2  children 
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John  Sperling 

$1  .4  BILLION 

Apollo  Group.  Phoenix.  86. 

Twice  divorced,  1  child 

AFTER  BOSSES  AT  SAN  JOSE  STATE  U. 
turned  down  proposal  for  his  adult  edu- 
cation program,  John,  humanities 
professor  with  Ph.D.  from  Cambridge,  left 
to  start  for-profit  University  of  Phoenix 
1976.  Took  public  as  Apollo  Group  1994; 
today  one  of  nation's  largest  private 
university  systems.  More  than  300,000 
students  working  to  complete  over  100 
programs  for  associate's,  bachelor's, 
master's  degrees  in  classroom  or  online. 
Son,  Peter,  serves  as  senior  vice  president. 
Sales:  $2.4  billion.  Profits  dwindling; 
shares  still  up  60%  since  November.  John 
closed  pet-cloning  business:  "Not  com- 
mercially viable." 


Dennis  Albaugh  <©> 

$1  .5  BILLION 

Pesticides.  Marco  Island,  Fla.  58. 

Married,  2  children 

THE  PRINCE  OF  PESTICIDES.  IOWA  FARM- 
boy  shunned  family  business  when  older 
brother  took  over  for  parents;  earned  2- 
year  agriculture  business  degree  from  Des 
Moines  Area  Community  College.  Spent 
7  years  selling  fertilizer,  seeds  for  local  co- 
op; then  salesman  for  Thompson  Hayward 
Chemical.  Founded  Albaugh  Inc.  1979. 
Mortgaged  home  to  buy  a  truck  and  weed 
killer  to  sell  to  a  customer  in  South 
Dakota.  Truck  sprang  a  leak;  entire  sup- 
ply vanished  by  end  of  trip.  Rented  new 
truck,  chemicals  with  credit;  broke  even. 


Barely  turned  profit  throughout  1980s. 
Began  selling  glyphosate,  the  main 
ingredient  in  Monsanto's  Roundup  herbi- 
cide, in  2001,  soon  after  chemical  went 
off-patent  in  U.S.  Bought  factory  in| 
Argentina  to  manufacture  the  chemical, 
gained  edge  over  competition.  Revenues 
are  now  $800  million.  Operating  margins 
are  at  15%.  Expanding  operation  into 
Brazil.  Developing  1,000  acres  of  farmland 
in  hometown  of  Ankeny,  Iowa. 


Leandro  Rizzuto 

$1  .4  BILLION 

Conair.  Sheridan,  Wyo.  69. 

Divorced,  4  children 

FOUNDED  CONAIR  WITH  PARENTS  1959 
using  $100  investment  and  hot-air  hair 
rollers  invention  after  dropping  out  of  col- 
lege. Experienced  rapid  growth  after 
perfecting  pistol-shaped  hair  drier.  Took 
company  public  in  1972;  then  took  private 
13  years  later.  Acquired  kitchen  appliance 
manufacturer  Cuisinart  in  1989.  Products 
include  Sciinci  hair  accessories,  Interplak 
electric  toothbrushes,  Rusk  salon  products. 
Opened  lavish  Cuisinart  Resort  and  Spa 
in  Anguilla  in  2001.  Pleaded  guilty  to  tax 
evasion  charges  in  2002. 


Kenny  A.  Troutt 

$1 .3  BILLION 

Excel  Communications.  Dallas.  59. 

Divorced,  remarried;  3  children 

BARTENDER'S  SON  RAISED  IN  ILLINOIS 
housing  projects;  sold  life  insurance, 
worked  construction  jobs  to  pay  for  stud- 
ies at  Southern  Illinois  U.  Founded  long- 
distance and  telecom  provider  Excel 
Communications  1988,  took  public  8  years 
later  with  $1.4  billion  in  sales.  Sold  to  Tele- 
globe for  $3.5  billion  in  1998  (later  sold  to 
VarTec,  which  went  bankrupt  in  2004). 
Reinvested  in  stocks,  bonds,  horses;  co- 
owns  WinStar  Farm  in  Kentucky.  State-of- 
the-art  breeding  and  training  grounds 
home  to  Horse  of  the  Year  candidate  Any 
Given  Saturday.  Devout  Christian 
sponsors  sons'  nationally  competitive 
basketball  teams;  provides  jerseys,  equip- 
ment, rides  on  his  private  jet  to  tourna- 
ments. Coordinated  basketball  game 
between  son's  5th  grade  team  and  jockeys 
raised  money  for  an  injured  jockey. 

S.  Truett  Cathy 

$1  .3  BILLION 

See  page  210. 


GOOD 

Audi 


Truth: 


Behind  every  status  symbol  and 
luxury  badge  is  a  good  product. 


Truth: 


Good  is  the  enemy  of  great.. 


TEN  YEARS  AGO  T.  DENNY  SANFORD,  71,  SPRANG  FOR 
a  Falcon  Jet  to  avoid  waiting  at  airports.  During  the 
first  flight  Sanford,  who  was  in  the  process  of 
amassing  a  S2.8  billion  credit  card  fortune,  asked  the 
pilot  to  detour  and  cut  a  circle  over  his  old  blue-col- 
lar neighborhood  in  St.  Paul,  Minn.  A  fellow  passenger,  Dana 
Dykhouse,  who  runs  Sanfords  bank  in  South  Dakota,  noticed 
that  his  boss  had  gotten  quiet  while  staring  out  the  window  at 
the  blocks  where  he  had  grown  up.  The  mogul  was  a  bit 
choked  up. 

It  was  a  rare  departure  from  Sanford's  usual  no-nonsense 
demeanor,  self-described  as  "highly  rational."  "Very  plainly, 
very  succinctly,  I  look  at  life  as  an  investor,"  he  says.  "What 
|  will  give  me  or  my  community  the  best  return?"  This  just- 
|  the-facts  approach  served  him  well  in  building  his  successful 
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Dying 
Broke 

Where's  the  glory  in  creating  a 
charitable  foundation  that's  still  around 
in  a  century?  Denny  Sanford  wants  his 

billions  to  help  sick  and  troubled 
children — right  now.  By  David  Whelan 


You  know  how 
to  make  money. 

But  do  you 
know  how  to 
give  it  away? 


Writing  a  check  is  not  the  only  way  to 
support  your  favorite  charities.  A  Giving 
Account®  at  the  Fidelity1  Charitable  Gift 
FundSM  may  make  it  possible  to  give  more, 
save  more  on  your  taxes,  and  extend  your 
generosity  over  a  longer  period  of  time. 


A  dynamic  approach  to  charitable  giving: 


Make  a 
tax  deductible 

charitable 
contribution  by 

12/31/07 


Donated 
assets  are 
invested  and  may 
grow  tax-free 


Recommend 

grants  to 
support  your 
favorite  charities 
at  any  time 


Call  a  Planned  Giving  Specialist  at 

1-800-262-6714 

CharitableGift.org 


FIDELITY' 

CHARITABLE 
GIFT  fund- 


The  Fidelity'  Charitable  Gift  FundSM  ("Gift  Fund")  is  an  independent  public  charity  with  a  donor-advised  fund  program.  Various  Fidelity  companies  provide 
nondiscretionary  investment  management  and  administrative  services  to  the  Gift  Fund.  Charitable  Gift  Fund'M  and  the  Charitable  Gift  Fund  logo  are  service 
marks,  and  Giving  Account'  is  a  registered  service  mark,  of  the  Trustees  of  the  Fidelity  Investments''  Charitable  Gift  Fund.  Fidelity  and  FideHty  Investments  are 
registered  service  marks  of  FMR  Corp.,  used  by  the  Gift  Fund  under  license. 
472729 
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business  career,  Sanford  says.  He's  now  applying  it  to 
philanthropy. 

He  cuts  checks  directly  from  his  bank  account  for  needy 
organizations.  No  bureaucratic  foundations  or  grantmaking 
committees  for  him.  Proposals  come  in,  his  longtime  assistant 
Cobyann  Berglund  reads  them  and  either  throw  s  them  in  the 
trash  or  passes  them  on.  (The  least  meritorious  come  from 
prison  inmates  and  long-lost  relatives.)  His  money,  he's  decided, 
will  be  targeted  to  help  children.  "They  don't  have  voices,"  he 
says.  "Give  them  the  right  values.  Give  them  the  love  they  need. 
And  give  them  the  health  that  they  so  desperately  need." 

And  don't  leave  money  to  a  foundation  that  will  perpetuate 
itself.  "I  w  ant  to  die  broke,"  says  Sanford.  Biomedical  entrepre- 
neur Alfred  Mann,  Ebay  founder  Pierre  Omidyar  and  Home 
Depot's  Bernard  Marcus  talk  the  same  way.  Their  wills 
dictate  that  any  remaining  money  be  disbursed  by  a  deadline — 
"sunset  philanthropy,"  as  it  is  called. 

"Denny  is  the  kind  of  hard-nosed  guy  who  says,  T  don't 
w  ant  to  create  a  permanent  foundation  staff  doing  things  I 
don't  approve  of  because  it  fits  their  cultural  values,' "  says 
Newt  Gingrich,  w  ho  gives  Sanford  advice  on  health  care.  "The 
Ford  Foundation  is  the  example  of  the  worst  thing  that  could 
happen,"  says  Sanford. 

So  far  Sanford  has  given  or  pledged  S500  million  to 
children's  organizations.  And  he  expects  that  the  rest  of  his 


wealth  will  follow— a  sum  that  could  double  or  triple  before  he 
shifts  completely  from  running  his  companies  to  full-time 
philanthropy.  His  two  sons  have  already  inherited  small  pieces 
of  what's  become  a  big  business,  so  he  feels  no  further 
obligation  to  them.  He  also  does  not  want  to  burden  them  with 
giving  away  his  money. 

Sanford  was  born  in  St.  Paul,  Minn.  His  father  ran  a  whole- 
sale garment  business.  When  he  was  4,  he  lost  his  mother.  At  8 
he  started  working  even'  afternoon  and  weekend,  stocking  his 
father's  shelves.  The  summer  after  graduating  from  high  school 
he  was  arrested  during  a  drunken  brawl.  That  earned  him  a  90- 
day  sentence  in  juvenile  detention.  A  judge  let  him  out  on  day 
36,  after  he  agreed  to  enroll  at  the  University  of  Minnesota. 

At  age  20  Sanford  lost  his  father,  as  welL  Graduation  in  1958 
led  to  a  sales  job  with  Armstrong  Cork.  After  a  year  he  started  his 
own  firm,  Contech,  representing  manufacturers  of  construction 
materials.  Contech  went  public  in  1972.  Ten  years  later,  with  350 
employees  and  S35  million  in  sales,  Milwaukee  conglomerate 
Rexnord  bought  it  for  S28  million.  Sanford's  take  was  S20  million. 

Then  45,  with  two  kids  in  college,  Sanford  tried  to  relax.  He 
moved  with  his  wife  to  Clearwater,  Fla.  He  lowered  his  golf 
handicap  to  five  and  contemplated  qualifying  for  the  Senior  PGA 
tour.  "That  turned  out  to  be  a  joke,"  Sanford  says,  though  he 
sometimes  plays  in  up  to  four  golf  tournaments  a  w  eek. 

Soon  divorced  and  back  in  Minnesota,  Sanford  dabbled  in 
venture  capital.  In  1986  he  helped  out  a  friend  who  w  as  going 
through  a  divorce  and  needed  to  unload  a  ten -branch  bank  in 
Sioux  Falls,  S.D.  for  S5  million.  Sanford  bought  it  and  renamed  it 
First  Premier.  Since  then  it's  added  five  branches  but  remains 


Denny  Sanford's  money 


new  hospital  in  Sioux  Falls 
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USINESS  GROWS  IN  ARKANSAS.  When  LM  Glasfiber  considered  where  to  place  their  newest  blade 
nt,  Arkansas'  central  location  was  a  natural  choice.  In  the  last  three  months  alone,  Arkansas  has  celebrated  nine 
lificant  business  announcements  or  expansions  in  our  great  state.  That's  on  top  of  being  home  to  five  Fortune  500 
npanies:  Tyson,  Alltel,  Dillard's,  Murphy  Oil,  and  the  top  Fortune  500  company,  Wal-Mart.  Newly-elected  Governor,  Mike 
=be,  and  his  economic  development  chief,  Maria  Haley,  have  the  Arkansas  team  of  seasoned  decision  makers  poised  to 
pond  to  your  business  inquiries  in  24  hours.  And  to  do  what  it  takes  to  prove  to  you  that  AHfCAIV<SA3 
ansas  is  on  the  move.  Call  1-800-Arkansas  or  visit  arkansasedc.com  to  find  out  more.  A  natural  for  business 
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sleepy.  The  real  action  came  from  its  credit  card  company. 

In  1981  South  Dakota  weakened  its  anti-usury  laws  in  order 
to  attract  Citibank's  credit  card  division  away  from  Delaware.  In 
1989  Sanford  looked  for  growth  by  recruiting  a  young  executive, 
Miles  Beacom,  from  Citi.  Together  they  spent  six  years  testing 
various  ideas.  The  best  they  came  up  with  was  offering  cards  to 
people  with  terrible  credit — and  monitoring  them  carefully  to 
avoid  delinquencies. 

First  Premier  now  has  3  million  active  cardholders.  Its  cards 
are  to  be  avoided  if  possible — they  have  10%  to  20°o  interest 
rates  but  cost  SI 75  in  fees  to  get  a  card  with  a  SI, 000  limit.  The 
typical  customer  stays  only  18  months  before  graduating  to 
something  better.  "We  provide  a  lifeline  for  credit-impaired 
people,"  Sanford  says. 

The  company  operates  out  of  a  one-story  brick  office  build- 
ing across  from  a  Land  O'  Lakes  factor)'  in  Sioux  Falls.  With  only 
S900  million  in  balances  out  at  any  moment,  the  business  is  risky 
but  very  profitable.  This  year  it  will  write  off  S400  million  in 
delinquencies;  Beacom  says  the  subprime  mortgage  mess  is  so 
far  a  nonissue.  Last  year  it  had  S3 10  million  in  pretax  profits, 
from  about  S800  million  in  total  revenue,  three-quarters  of 

Sanford  is  coy  about  when 
he  might  cash  out  the 
credit  card  company. 

which  came  from  fees,  including  onerous  late-payment  and 
delinquency  fees,  in  addition  to  the  initial  charges. 

There  are  no  outside  investors,  but  Sanford  has  given  four 
percentage  points  of  the  business  to  each  of  his  two  sons — one's 
a  ship  captain,  the  other  a  physical  therapist.  If  he  had  sold  the 
company  to  Citibank  or  Capital  One,  it  would  be  worth  S2  bil- 
lion to  S3  billion  by  our  estimates. 

Despite  the  jet,  Sanford's  tastes  tend  toward  the  modest.  He's 
never  patronized  an  art  museum  or  the  symphony  nor  tended  a 
vineyard  in  France.  He  prefers  to  dine  on  fast  food  and  drove  a 
beat-up  Dodge  Caravan  for  years  before  his  embarrassed  under- 
lings persuaded  him  to  buy  an  Audi. 

As  well,  he's  a  fun  boss.  Beacom  says  he  and  other  execs  have 
many  of  their  meetings  in  Phoenix  at  Sanford's  winter  home, 
where  the  boss  cooks  them  breakfast  in  his  underwear.  After  a 
day  of  budgeting  they  ride  bikes.  At  night  they  either  play  cards 
or  go  out  drinking  and  dancing.  "We  don't  dance  with  each 
other,"  Sanford  clarifies.  On  his  golf  shoes  he's  inscribed  a  nick- 
name: Wolt— for  "World's  Oldest  Living  Teenager."  Sanford  is  a 
downhill  skier.  Before  he  left  Minnesota  he  raced  sailboats  on 
Lake  Minnetonka.  A  second.,  shorter  marriage,  protected  by  a 
prenup,  ended  in  2002. 

Sanford's  first  big  gift  was  S  2  nilhon  to  the  Children's  Home 
Societv  of  South  Dakota,  in  199S.  Since  then  he  has  added 


another  S15  million,  allowing  the  organization  to  build  an 
endowment  and  more  buildings  and  programs  for  troubled  kids 
in  South  Dakota. 

In  2002  Sanford  had  a  clarifying  experience.  He  pledged 
S35  million*  toward  a  $125  million  football  stadium  for  the  Uni- 
versity of  Minnesota's  Golden  Gophers.  (His  "kids  first"  philos- 
ophy hadn't  fully  crystallized.)  The  gift  turned  out  to  be  a  bust 
after  the  university  more  than  doubled  the  cost  of  the  stadium 
and  refused  to  give  him  naming  rights  unless  he  coughed  up 
more.  Sanford,  fuming,  withdrew  the  gift.  His  conclusion:  a\oid 
big  bureaucratic  institutions  when  it  comes  to  charity. 

That  fiasco  got  a  lot  of  attention  in  Sioux  Falls.  "I  was  cring- 
ing," says  Kelby  Krabbenhoft,  the  head  of  a  hospital  system  then 
called  Sioux  \  alley  Health.  Krabbenhoft,  an  energetic  former 
college  basketball  star,  persuaded  Sanford  to  give  S16  million  to 
a  children's  hospital  that  Sioux  Valley  was  building— the  first 
new  children's  hospital  in  the  U.S.  in  a  decade.  Sanford  got  his 
name  on  the  hospital.  The  new  building  will  have  60  beds  and 
look  like  a  Disney  castle.  Sanford  then  tunneled  S 1 5  million 
through  Sioux  Valley  Health  to  the  nearby  Mayo  Clinic  to  set  up 
a  partnership  around  pediatric  research.  Krabbenhoft  also 
helped  Sanford  place  S20  million  uith  the  University  of  South 
Dakota  Medical  School,  which  also  took  the  Sanford  name. 

In  February  Sanford  pledged  S400  million  to  Sioux  \  alle\ 
Health,  which  promptly  changed  its  name  to  Sanford  Health. 
Krabbenhoft  says  the  money  will  be  used  to  transform  his 
hospital  system  into  a  Mayo  Clinic-like  medical  destination 
for  pediatrics.  The  money  will  fund  a  research  project  to  solve 
a  previously  intractable  problem— along  the  lines  of  the  Salk 
polio  vaccine.  The  problem  has  not  yet  been  identified,  but 
early  bets  are  that  it  will  focus  on  autism.  The  new  children's 
hospital  helped  induce  Dr.  Eugene  Hoyme,  an  expert  on  fetal 
alcohol  syndrome,  to  leave  Stanford  to  take  on  the  tough  task 
of  building  the  pediatrics  department  from  scratch. 

The  rest  of  the  money  will  go  to  help  Sanford  Health  build  a 
futuristic  campus,  to  fund  other  pediatric  research  endeavors  and 
to  seed  Sanford  primary  care  pediatric  clinics,  which  will  be  situ- 
ated around  the  country  and  maybe  the  world  Denny  Sanford 
says  he  hopes  to  turn  Sanford  Health  into  a  brand,  like  Mayo,  and 
to  attract  other  donors  who  will  build  the  "Joe  &  Cathy  Smith 
campus  of  Sanford  Health"  in  places  like  Phoenix  or  Orlando. 

Sanford  is  coy  about  when  he  might  cash  out  the  credit  card 
company  and  what  will  happen  to  the  rest  of  his  fortune.  He 
recendy  established  a  foundation — which  he  is  quick  to  say  has 
no  staff  and  will  simply  receive  his  money  if  anything  happens  tc 
him  before  he  can  donate  it.  He's  begun  to  dabble  outside  South 
Dakota,  spending  a  da\-  with  Yankees  manager  Joe  Torre,  who 
has  a  charity  that  focuses  on  abused  kids.  He  gave  S7  million 
recently  to  Hole  in  the  Wall  camps  for  seriously  ill  children: 
which  were  started  by  Paul  Newman  in  1988. 

In  speeches  Sanford  likes  to  share  the  gimmick)-  slogan: 
"Aspire  to  inspire  before  you  expire."  But  even  if  he  does  expire 
prematurely,  his  desire  to  die  broke  will  be  fulfilled  through  his 
will,  says  his  attorney  David  Knudson.  "It's  a  huge  burden  to 
place  on  someone  else,"  Sanford  says.  "I  like  to  think  I  have 
enough  years  left  to  spend  all  this  money"  F 


236      FORBES      OCTOBER  8  I 


SHARP 


Is  your  MFP  a  portal  for  identity  theft? 


The  MX-Series  with  Sharp's  Data  Security  Kit. 

These  color  MFPs  help  prevent  sensitive  information  from  falling  into  the  wrong  hands  by 
providing  multiple  layers  of  advanced  security.  Combining  encryption,  overwrite  and  controlled 
network  access,  Sharp  provides  a  comprehensive  security  suite.  With  that  level  of  superior 
protection,  it's  no  wonder  Sharp  won  BERTLV'Best  Security  Solutions  Suite  for  a  full  MFP  Range" 
in  2007  and  BLI's  "Pick  of  the  Year"  in  2006  for  the  MX-FRX  Data  Security  Kit.  The  MX-Series  is 
more  than  a  multifunction  product.  It's  a  multifunction  portal.  So  why  are  you  still  working  with 
a  limited  MFP?  Visit  sharpusa.com/security 
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PHILANTHROPY 


Cutting  Big  Checks 

YOU  CAN  MEASURE  WEALTH  BY  SOMEONE'S  WAD — OR  BY  GDP.)  \\  e  suspect  giving  by  the  rich  may  increase  in  future  years  asi 

what  he  does  with  his  money.  Here  we  show  how  much  more  donors  practice  "sunset  philanthropy" — giving  away  all  or  most 

bigger  some  billionaires'  net  worths  would  be  if  their  of  their  money  before  they  die.  Even  withcwt  subscribing  to  that  goal, 

donations  (in  2007  dollars)  were  induded  The  billionaires  donors  are  using  deadlines  to  a\T»d  creating  perpetual  foundations, 

below  were  picked  for  their  generosity  or  lack  thereof  Topping  the  Warren  Buffett  and  Bill  Gates  have  said  that  the  money  in  the  Gates) 

list  in  terms  of  percentage  of  wealth  given  away  is  Gordon  Moore.  Foundation,  including  Buffetts  contribution,  will  be  disbursed  50  yeara 

l  By  wav  of  comparison,  the  nations  aggregate  gning  comes  to  2%  of  after  the  last  death  of  Buffett  or  Melinda  or  Bill  Gates.        — D.Mj 
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Selfless 


These  Forbes  400  members  didn't  drop  off  because  their  businesses  went  bust  They  gave  too  much  away. 


CURRENT  GAVE 
NET  WORTH  AWAY 

TOTAL 

LAST 
ON  LIST 

James  Stowers  Jr. 

S800MBJJON  S12MUJON 

S2  e  _  :•■ 

2003 

American  Century  mutual  fund  I 

xjss  sold  part  of  company,  put  proceeds  in  charitable  trust  for  cancer  research. 

Thomas  Monaghan 

600  ■  _                    600  v  on 

1.2bb_uon 

1999 

Domino's  Pizza  founder  foondec 

i  Ave  Maria  University  in  Florida.  Generous  supporter  of  conservative  Catholic  ca 

uses. 

Richard  Goldman 

350mujon                 650mujon  - 

1  E   Z'. 

2001 

Levi  Strauss  heir  by  .marriage.  He 

mr  doles  out  annual  environmental  prize  from  San  Francisco  foundation. 

Herbert  Sandler 
Marion  Sandler 

500  ./_=•.  550._on 
650mluon  650v_on 

1.2  e  _  :  •. 

1.3  5  _SJON 

2005 
2005 

After  Wachovia  bouc-t  out  tbei 

r  bank.  Golden  West,  couple  put  much  of  proceeds  in  medical  research  foundati 

on. 

Bernard  Osher 

200miuon  830mujon 

ImuoN 

2005 

Osher,  Marion  Sandler's  brother. 

r-_"t  ~  i  Golden  West  windfall  into  his  foundation,  which  supports  mostly  educal 

Source:  Forbes. 
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A  SPECIAL  ADVERTISING  SECTION  PRODUCED  IN  PARTNERSHIP  WITH 


Workforce 

MANAGEMENT 


HUMAN  CAPITAL  MANAGEMENT: 
What  the  C-Suite  Needs  to  Know  About  Recruitment  and  Staffing 


Employment  Branding: 
More  Than  a  Catchphrase 


By  Patrick  J.  Kiger 


phrase  "building  an  employment  brand" 
has  come  into  vogue  in  recent  years. 

to  aid  successful  recruiting  efforts,  experts  say  compa- 
ies  must  do  more  than  redesign  their  logo  or  trot  out  a 
tchy  new  slogan.  HR  executives  who  want  to  create  an 
ive  employment  brand  should  first  take  an  unflinching 
look  at  their  corporate  culture,  and  then  remedy  any 
comings  that  hinder  recruitment  and  retention  efforts. 


Only  then  should  they  move  on  to  identify  the  positive  attributes  that 
might  attract  new  hires  and  keep  existing  employees  at  the  company.  Once 
they're  distilled  those  strengths  into  a  clear,  focused  message,  a  systematic 
marketing  effort  —  online  and  elsewhere  —  can  begin  in  earnest. 

An  employment  brand  isn't  the  same  as  a  consumer  brand,  says  Peter 
Weddle,  a  Connecticut-based  author  and  consultant  who  publishes 
Weddle.com,  a  newsletter  about  online  recruiting. 

"When  you  or  I  are  shopping  for  a  new  TV  set,  we  know  what  it's  like 
to  watch  TV,  so  we  can  go  into  the  store  and  actually  compare  the  screen 
clarity  of  different  models,"  Weddle  says.  "But  we  have  no  idea  what  it's 
like  to  work  for  IBM  or  General  Electric.  A  good  employment  brand  is 
an  expectation,  an  image  that  acts  like  a  magnet  and  pulls  people  into  the 
recruiting  process."  ( Continued  on  page  4) 
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COKT 

SEAMLESS  SUPPORT  FOR 
EMPLOYEE  TRANSITIONS 


A  new  vice  president  comes  into  town  on  Monday. 

On  Thursday,  a  project  team  heads  to  Tulsa  for  six  months.  Twenty  interns  will  rotate  through 
headquarters  next  semester.  Two  departments  are  consolidating  and  moving  across  town  in  a  month. 
Staff  is  ready  and  waiting  to  move  into  the  new  sales  office  in  Singapore.  When  there's  human  capital 
in  flux,  human  resources  and  facilities  management  departments  can  be  stretched  thin. 


A  welcome  solution  can  be  found  in  a  36-year-old  company 
that  counts  more  than  400  major  companies  among  its  customers. 
CORT,  a  Berkshire  Hathaway  company,  is  a  leader  in  seamless 
support  for  companies  and  individuals  in  transition. 

"Every  business  has  ebb  and  flow,"  says  CORT  President  Jeff 
Pederson.  "It  can  be  a  real  challenge  to  keep  people  productive 
during  any  kind  of  transition.  Instead  of  pulling  your  staff  away 
from  their  main  responsibilities,  going  through  a  costly  learning 
curve  when  they  run  into  unfamiliar  situations,  it  makes  busi- 
ness sense  to  shift  the  burden  to  outside  experts.  Successfully 
managed  transitions  can  contribute  to  employee  satisfaction 
and  retention." 

Some  people  may  be  familiar  with  CORT  s  furniture  rental 
business,  which  ofters  the  world's  largest  inventory  of  commercial 
and  residential  rental  furnishings.  "We  are  still  the  company  to 
call  when  you  need  a  new  office  space  furnished  and  set  up  in  48 
hours,"  says  Pederson.  "Our  furniture  rental  services  can  help  any 
business  keep  a  portion  of  its  capital  assets  flexible.  But  we've  seen 
that  there's  a  real  need  to  take  care  of  the  people  side  of  transition, 
and  so  we've  expanded  to  serve  business  customers  as  a  single-source 
manager  of  rental  relocation  services." 

CORT  now  covers  the  entire  rental  relocation  continuum  for 
businesses  and  employees.  It  offers  hotel  reservations,  car  rental. 


short-  and  long-term  rental  apartments  and  homes,  furnitu 
for  home  and  office,  location  tours,  family  orientations  ai 
settling-in  services. 

"The  old  relocation  model  was  built  around  the  needs  of  a  typi« 
executive  with  a  family,"  Pederson  notes.  "It  involved  the  transpo 
of  household  goods  and  a  real  estate  transaction  at  both  ends,  ajj 
that's  not  what  we  do.  Todav.  more  relocations  involve  rentine.  be 


CORTs  renter<entric  services  are  delivered 
through  www.cort.com,  with  automated  apai 
search  tools  for  employees  and  account 


ors  for  co 


short-term  for  project  assignments  or  permanently  as  an  alternati 
to  purchasing  a  home.  In  addition,  when  companies  are  competi 
for  Gen  X  or  Echo  Boomer  workers,  they  need  to  offer  a  diftere 
set  or  relocation  services.  When  these  workers  relocate,  they  wa 
to  remain  mobile,  and  are  more  likely  to  be  renters.  So  we  si 
the  logic  in  developing  additional  services  geared  specifically  I 
renters'  needs." 

CORT  can  serve  as  a  single  point  of  contact  for  compan 
moving  people  locallv.  nationally  or  internationally.  "When  • 
say,  'Wherever  you  re  heading,  we'll  be  there,  that  promise  corr 
with  a  real  bricks-and-mortar  business  in  53  U.S.  markets  aJ 
global  partnerships  in  over  50  countries,"  says  Pederson.  "Th« 
a  strategic  advantage  for  any  organization  looking  for  suppi 
throughout  a  transition. 


"Wh 


erever 


you  re  heading,  CORT 


will  be  there. 


Wherever  your  company  and 
your  employees  are  heading, 
across  town,  the  country  or 
around  the  world,  we'll  be  there. 
We'll  be  there  with  all  the 
necessary  things  that  make  your 
transition  smooth,  effective  and 
efficient. 

Everything  from  online  apartment 
locating,  touring  services,  hotel 


reservations  and  car  rentals,  to 
the  world's  largest  inventory  of 
rental  furnishings  for  offices  and 
residences. 

CORT  helps  you  stay  flexible 
and  productive  in  the  constantly 
changing  environment  of  today's 
business.  And  we  do  it  seamlessly, 
with  single-point  accountability, 
with  our  hundreds  of  local 


delivery  and  customer  service 
capabilities  all  across  the  US 
and  in  over  50  countries  around 
the  globe. 

If  you're  reading  Forbes,  chances 
are  where  you're  heading  is  up. 
Fast.  And  CORT  can  help  you  get 
there.  As  our  boss  Warren  Buffett 
says,  "We'll  be  there." 

CORT 

Wherever  you're  heading, 
we'll  be  there. 

A  Berkshire  Hathaway  Company 


Visit  us  at  CORT.com  or  call  CORTIine  at  1-888-360-CORT  (1-888-360-2678)  CORT.com 


ADVERTISEMENT  4 

(Continued  from  page  I) 

If  an  employment  brand  is  going  to  be  effective,  it's  crucial  that 
reality  confirm  that  expectation  —  in  the  way  that  the  corporate 
culture  treats  both  potential  new  hires  and  existing  employees.  "If 
there's  a  disconnection  between  the  image  and  the  reality,  the 
brand  actually  can  work  against  a  company,"  Weddle  says. 
"Disillusionment  and  mistrust  are  the  result." 

Richard  Wahlquist,  president  and  chief  executive  of  the  Alexandria, 
Va. -based  American  Staffing  Association,  agrees.  "When  building  a 
brand,  you  have  to  start  with  substance,"  Wahlquist  says.  "That  means 
a  strong,  clearly  defined  set  of  principles." 

The  first  step  in  successful  branding  is  for  a  company  to  evaluate  its 
existing  brand,  other  experts  say. 

"You  may  not  know  what  it  is,  but  you  have  a  brand  already,  because 
you  have  a  relationship  with  your  employees,"  says  Mark  Hornung,  a 
San  Francisco-based  senior  vice  president  and  employer  brand  expert 
for  the  Bernard  Hodes  Group,  an  integrated  talent  solutions  firm. 

Hornung  recommends  hiring  an  outside  consultant  to  conduct  focus 
groups  and  surveys  —  not  only  with  current  employees,  but  also  with 
former  ones.  Exit  interviews  are  particularly  valuable,  says  Hornung. 

"You  have  to  get  past  the  pat.  polite  answers  and  find  out  the  real 
reasons  why  people  didn't  stay  —  whether  it  was  being  passed  over  for 
a  promotion  or  having  a  bad  supervisor.  You  report  these  in  the  aggre- 
gate, and  pretty  soon,  you  begin  to  get  a  sense  of  what  the  problems 
may  be  with  your  brand,"  explains  Hornung. 

Whether  the  shortcoming  is  inadequate  compensation  or  poor 
internal  communication,  the  company  needs  to  address  the  problems 
before  it  can  go  on  to  the  next  stage  of  rebranding,  says  Hornung. 

The  next  step,  according  to  Weddle,  is  to  identify  and  survey  exist- 
ing "A"  level  performers:  those  people  you  want  to  continue  to  attract 
and  retain. 

"You  want  to  find  out  what  about  the  organization  brought  them 
here,  and  what  it  is  that  keeps  them  here,"  Weddle  says.  "You  want  to 
get  some  consensus  among  the  top  performers  and  then  distill  it  into 
two  or  three  attributes  that  you  can  market." 

John  Sullivan,  a  business  professor  at  San  Francisco  State  University, 
says  companies  should  look  beyond  perceived  "brand  pillars"  such  as 
benefits,  pay  and  job  security. 


"Unfortunately,  these  are  not  among  the  key  factors  that  attract  o 
performers,"  says  Sullivan.  "Top  performers  and  innovators  are  m 
more  performance-oriented,  so  they  are  more  interested  in  pay  for 
formance,  differentiation  in  treatment  and  recognition,  and 
opportunity  to  do  the  best  work  of  their  life." 

Sullivan  advises  that  companies  study  competitors'  employmei 
brands  as  well  as  their  own,  and  develop  a  strategy  that  highlights  tl 
differences.  "Do  a  side-by-side  comparison  of  their  programs,  ar| 
identify  areas  where  you  are  clearly  superior,"  says  Sullivan. 

Once  a  company  establishes  its  brand  message,  experts  say  it's  crit 
cal  to  promote  the  brand  in  a  relentless,  methodical  fashion.  Weddl 
suggests  turning  again  to  the  company's  top  performers  for  insights. 

"Find  out  what  trade  publications  they  read,  what  professional  cor 
ferences  they  go  to,  where  they  hang  out  on  the  Web,"  Weddle  say 
"T  hat's  where  you  have  to  be." 


If  an  employment  brand  is  going  to  be  effective,  it's 
crucial  that  reality  confirm  that  expectation  —  in  the 
way  that  the  corporate  culture  treats  both  potential 
new  hires  and  existing  employees. 


Good  job  candidates  can  be  found  in  unlikely  places,  Weddle  sa; 
He  cites  the  example  of  Cisco,  which  advertised  on  wine  festival  W< 
sites  after  the  company  discovered  that  top  IT  people  often  went 
those  pages. 

Hornung  suggests  relying  upon  a  synergy  of  promotional  too 
ranging  from  newspaper  display  ads  to  banner  ads  online  that  sho' 
the  address  of  the  company's  recruiting  Web  site.  The  latter  by  its 
can  be  a  powerful  branding  tool  —  if  it  is  well  designed. 

"These  days,  nine  times  out  of  ten,  the  Web  site  is  the  first  point  a 
contact  with  potential  employees,"  Hornung  says.  "You  want  to  stai 
that  relationship  on  the  right  foot.  Make  sure  it's  easy  for  people  to  fin* 
what  they're  looking  for.  Don't  put  up  barriers,  such  as  questionnaire 
that  they  have  to  fill  out,  that  are  going  to  alienate  them.  Make  sure  tha 
as  people  apply,  you  respond  to  them  with  a  personalized  message 

Sullivan  suggests  creating  alumni  clubs  of  ex-employees  and  retired 
as  another  way  to  promote  a  recruiting  brand. 


UNDERSTANDING  THE  CRITICAL  NEED  FOR 
EMPLOYEE  RENTAL  RELOCATION  SOLUTIONS 

Relocating  to  a  new  job  in  a  new  location  brings  stress  along  with  excitement  —  both  for  the  relocating  employee  and 
the  human  resource  person  in  charge! 

Today,  renters  make  up  more  than  half  of  employees  permanently  relocating  and  more  than  90%  of  those  who 
are  temporarily  assigned  to  new  locations. 

As  a  result,  companies  must  take  a  comprehensive  view  of  their  relocation  programs,  striking  a  balance 
between  policies  that  attract  and  retain  the  best  employees  and  cost-containment  approaches  that  keep  programs 
within  budget. 

CORT  can  help  you  achieve  that  balance.  From  online  apartment  location  and  touring  services  to  hotel  and  car 
reservations  and  utility  connections,  we  can  help  make  transitions  seamlessly  efficient  —  for  the  employee,  the 
HR  professional  and  management. 

We  pride  ourselves  on  single-point  accountability,  with  hundreds  of  local  delivery  and  customer  service  capabilities 
across  the  US  and  in  over  50  countries  worldwide. 

Call  1-888-360-CORT  today  or  visit  C0RT.com,  and  let  us  go  to  work  for  you. 


Paul  Amolc 
Chairman  and  Chie 
Executive  Office 
COR" 


CORT 

Wherever  you're  heading. 

we'll  be  there 
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Owning  a  professional  sports  team  can  be  a  frustrating  endeavor. 
Coaches  are  cocky,  players  are  pricey  and  fans  are  fleeting.  But  for  these 
sultans  of  sport,  the  thrill  of  chasing  victory  is  worth  the  investment. 


Micky  Arison 

$5.8  BILLION 


Carnival  Cruises.  Bal  Harbour,  Fla.  58. 

Married,  2  children 

SMOOTH  SAILING  FOR  THE  ADMIRAL  OF 
worlds  largest  cruise  ship  operator;  shares  of 
Carnival  Cruises  up  20%  since  last  summer. 
Now  commands  82  ships  across  10  brands 
including  Carnival,  Princess,  Holland 
America;  shuttles  7  million  buffet-loving 
passengers  around  the  world  each  year.  Sales 
approaching  $12  billion.  Katrina  helped 
hamper  business  in  2005:  storm  left  2  ocean 
liners  without  a  home  after  access  to  New 
Orleans  was  cut  off;  hurricane  fears  caused 
fall  and  winter  Caribbean  bookings  to  dry 
up.  Extended  port  contract  with  New 
Orleans  through  2008  in  July.  Owns  pro 
basketball's  Miami  Heat. 

William  Davidson 


$4.5 


BILLION 


Glass.  Bloomf  ield  Hills,  Mich.  84. 

Divorced,  remarried;  2  children 

ATTORNEY  LEFT  LAW  IN  1957  TO  JOIN 


uncle's  glass  manufacturing  business.  Public 
1968,  bought  it  back  via  leveraged  buyout  17 
years  later.  Today  Guardian  Industries  is  one 
of  the  largest  industrial  glass  makers  in  the 
world.  Sales:  $5  billion.  Constructing  a  $260 
million  float  glass  plant  in  Ryazan,  Russia. 
Sports  enthusiast  owns  pro  basketball's 
Detroit  Pistons,  WNBA's  Detroit  Shock, 
hockey's  Tampa  Bay  Lightning.  Funded  U. 
of  Michigan's  William  Davidson  Institute; 
nonprofit  group  researches  emerging  mar- 
ket companies. 

Charles  Dolan  &  family 

$3.2  BILLION 

Cablevision.  Oyster  Bay,  N.Y.  80. 

Married,  6  children 

CABLE  PIONEER  FOUNDED  NETWORK  THAT 
became  Home  Box  Office;  traded  channel 
with  the  old  Time  Inc.  for  a  cable  company 
with  1,500  Long  Island  customers  1973.  Bet 
became  Cablevision.  Public  1986;  stock  up 
415%  since  2002.  Today  serves  3  million 
customers;  sales  nearly  $6  billion.  Trying  to 
go  private:  company  board  rejected  family's 
initial  $8.9  billion  bid  in  January,  approved 


$10.6  billion  offer  5  months  later.  Sharehold- 
ers want  more:  some  investors  think  price 
still  too  low.  Other  assets  include  Radio  City 
Music  Hall,  Madison  Square  Garden,  pro 
basketball's  New  York  Knicks,  hockey's  New 
York  Rangers. 

Carl  Pohlad 

$3.1  BILLION 

Banking.  Minneapolis.  92. 

Widowed,  3  children 

FORMER  USED-CAR  SALESMAN  BOUGHT 
Marquette  Bank  in  1955,  sold  to  Wells  Fargo 
for  $1  billion  in  2001.  Today  his  shares  are 
worth  $1.3  billion.  Other  investments: 
PepsiCo,  U.S.  Bancorp,  Marquette  Financial. 
Owner  of  Minnesota  Twins  persuaded  state 
legislature  to  put  up  money  for  new  outdoor 
stadium  in  Twin  Cities  last  year;  $520  mil- 
lion ballpark  slated  to  open  in  2010.  Son 
James  runs  Twins  Sports.  Son  Robert  is  chief 
executive  of  Pepsi  America.  Son  Bill  owns 
movie  production  outfit  River  Road  Enter- 
tainment; recent  flicks  include  Brokeback 
Mountain,  Fur. 
Continued  on  page  246 
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Michael  Heisley  $1.3  billion 

Manufacturing.  Jupiter  Island,  Fla.  70.  Married,  5  children 

COMPUTER  SALESMAN-TURNED-ENTREPRENEUR  SOLD  HOUSE  FOR  $150,000,  BORROWED  AN- 
other  $10  million  to  buy  sewer-and-drain  company  Conco.  Today  holding  company  Heico  op- 
erates 40  companies  with  combined  sales  of  $2.5  billion;  funnels  cash  straight  into  next  buyout, 
usually  near-bankrupt  Rust  Belt  manufacturers.  "My  goal  is  to  keep  profits  down  and  cash  flow 
up."  Tried  to  sell  pro  basketball's  Memphis  Grizzlies  to  group  led  by  former  players  Brian  Davis 
and  Christian  Laettner;  deal  soured  after  group  failed  to  produce  cash  needed  to  buy  the  team. 
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Internet  audio  and  video  portal 
Broadcast.com  with  Indiana  University 
buddy  Todd  Wagner  (see).  Sold  to  Yahoo  in 
1999  tor  S5.7  billion.  Used  proceeds  to  buy 
pro  basketball's  Dallas  Mavericks  from  Ross  i 
Perot  (see)  in  2000  for  S2S5  million;  team 
has  been  to  playoffs  every  season  since. 
Famous  for  courtside  antics;  has  accumu- 
lated $13  million  in  fines  for  mouthing  off 
to  NBA  referees.  Vying  to  buy  pro  baseballs 
Chicago  Cubs  from  Tribune  Co.  Building 
media  empire:  owns  film  production,  dis- 
tribution, theater  firms.  Spends  spare  time 
writing  blog.  Will  soon  compete  on  ABC's 
Dancing  with  the  Stars. 


Malcolm  Glazer  &  family 

S2.5  BUJON 

Sports  teams,  real  estate.  Palm  Beach,  Fla. 

79L  Married.  6  cMdren 

at  15  after  father  passed  away,  expanded  into 
shopping  malls,  sports  teams.  Best  assets:  pro 
footballs  Tampa  Bay  Buccaneers,  soccer  be- 
hemoth Manchester  United,  7  million  square 
feet  of  retail  space.  Man  Us  operating  income 
has  doubled  to  $175  million  in  2  years.  Sons 
manage  family  assets. 
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Melvin  Simon 

S2.9BHK3N 

Real  estate  Indianapolis  80 

Divorced,  remarried;  5  chSdrer 


Herbert  Simon 

S1.5BHJON  

Real  estate.  Indianapolis.  72. 

BROTHERS.  MEL  LEFT  NATIVE  BROOKLYN 
for  Midwest,  ended  up  in  Army.  Sold  ency- 
clopedias, spent  time  as  a  leasing  agent. 
With  younger  brother,  Herb,  made  fortune 
covering  the  country  with  shopping  malls. 
Duo  runs  Simon  Property  Group;  REIT 
owns  or  operates  nearly  260  million  square 
feet  of  leasable  space  at  380  properties  in 
North  America,  Europe  and  Asia.  Market 


cap;  $50  billion.  Also  own  pro  basketball's 
Indiana  Pacers.  With  wife,  donated  $50  mil- 
lion to  Indiana  IX  to  create  Melvin  and  Bren 
Simon  Cancer  Center.  Herb  married  for- 
mer Miss  Universe  Porn  tip  Nakhirunkanok 
in  2002. 

Glen  Taylor 

$2.7BHK)N  

Printing.  Mankato,  Minn.  66. 


MINNESOTA  FARM  BOY  PAID  W  AY  THROUGH 
college  working  at  a  print  shop;  persuaded 
owner  to  sell  for  S2  million  over  10  years. 
Paid  off  debt  early,  built  Taylor  Corp.  on 
imitations,  stationery,  books.  Chairman; 
sold  portion  to  daughter  earlier  this  year. 
Runs  budding  agribusiness  on  his  Iowa  and 
Minnesota  farmland:  chickens,  liquefied 
eggs.  Former  Republican  state  senator  owns 
pro  basketballs  Minnesota  Timberwohes. 


Mark  Cuban 

S2.6amoN  

Broadcast.com.  Dallas.  49. 


FORMER  BARTENDER  LAUNCHED  EARLY 


2i6  FORBES 


Yes,  there's  an  insurance  company  that's  as  responsible  as  you  are. 
For  more  information  on  insuring  your  business,  go  to  libertymutual.com/business. 

Responsibility.  What's  your  policy' 


Liberty 
Mutual 


KERS  COMP  COMMERCIAL  AUTO  PROPERTY  GENERAL  LIABILITY  UMBRELLA  -  GROUP  BENEFITS 

7  Liberty  Mutual  Group. 
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H.  Wayne  Huizenga 

S2.5  BILLION 

Investments.  Fort  Lauderdale,  Fla.  69. 

Divorced,  remarried;  4  children 

GREW  L  P  LN  ILLINOIS  AND  FLORIDA;  FATHER 
a  residential  housing  contractor.  Skipped  col- 
lege to  join  Army.  Bought  used  garbage  truck 
in  1962;  discovered  the  power  of  repeat  cus- 
tomers. Turned  small  trash -hauling  operation 
into  waste-management  titan  WMX  Quit 
1984.  Bought  stake  in  19-store  video  rental 
chain  Blockbuster  1987;  expanded,  sold  to 


Viacom  7  years  later  for  S8.4  billion.  Invested 
some  of  the  proceeds  in  resorts;  sold  stake  in 
Extended  Stay  America  to  Stephen  Schwarz- 
mans  (see)  Blackstone  Group  2004  for  SI 85 
million.  Owner  of  pro  football's  Miami  Dol- 
phins hosted  Super  Bowl  XLI  in  February. 

Ann  Walton  Kroenke 

S2.5  BILUON 

Wal-Mart.  Columbia,  Mo.  58. 

Mamed,  2  children 


:.  Stanley  Kroenke 

S2.2  BILUON 

Real  estate,  sports.  Columbia,  Mo.  60. 


HUSBAND  AND  WIFE.  ANN  INHERITED 
chunk  of  Wal-Mart  stock  from  father  James 
(Bud)  Walton  (d.  1995),  who  cofounded 
retail  giant  with  brother  Sam  1962.  Stanley 


made  fortune  developing  commercial  andj 
retail  properties.  High  school  sports  star 
owner  of  pro  hockey's  Colorado  Avalanche, 
basketball's  Denver  Nuggets.  Also  stakes  inj 
football's  St.  Louis  Rams,  English  soccer) 
squad  Arsenal;  5  ranches  across  Montana* 
W  yoming,  California,  Canada. 

MichaeMlitch 

S1.6  BILUON 

Little  Caesars  Pizza.  Detroit.  78. 


PLAYED  SHORTSTOP  FOR  PRO  BASEBALL's| 
Detroit  Tigers  farm  team.  Opened  first  Lit-i 
tie  Caesars  pizza  joint  in  1959  after  injury* 
ended  career;  40  stores  by  1967.  Based  fran- 
chise on  Ray  Kroc's  McDonald's:  cheap 
ingredients,  fast  service,  drive-up  windows* 
Business  lagged  early  1990s;  ditched  frozeni 
cheese,  refurbished  stores.  Today  sales 
exceed  SI. 5  billion.  Bought  Tigers  franchise) 
in  1992;  team  played  in  World  Series  lasfl 
fall.  Also  owns  pro  hockey's  Detroit  Red 
Wings.  Wife,  Marian,  owns  Detroit's 
MotorCity  casino. 


Norma  Lerner 

S1  .6  3'LUON 

Inheritance.  Cleveland.  71. 


Nancy  Lerner 

S1  .6  BILUON 

Inheritance.  Cleveland.  47. 

Z  .z'  ^z  E  "~  z'z~~  ' 


Randolph  Lerner 

S1.6  BILUON 

Inheritance.  Cleveland.  45. 


WIDOW  AND  CHILDREN  OF  AL  LERNEH 
(d.  2002),  who  made  billions  in  credit  cards 
via  MBNA,  brought  professional  football 
back  to  Cleveland-  Sold  to  Bank  of  America) 
in  2005  for  S35  billion  in  cash  and  stock 
Family's  shares  of  BofA  now  worth  S2.6  bil- 
lion. Randy:  active  Cleveland  Browns  ownei 
bought  Birmingham,  England  soccer  club) 
Aston  Villa  for  SI 20  million  last  September) 

Arthur  Blank 
S1.5 

Home  Depot.  Atlanta.  65. 

HERO  OF  HARDWARE  COFOUNDED  HOMl 
Depot  1978;  do-it-yourself  giant  fired  chie} 
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e's  about  to  get  a  flat  tire, 
e's  not  about  to  stop. 


dgestone  Run-Flat  tires  let  you  drive.up  to  50  miles 
50  mph  after  a  flat  so  you  can  avoid  the  potential 
riger  of  changing  tires  along  a  busy  highway. 

details,  please  visit  our  website. 


forced  to  allow 
e  vehicle's  weight 
following  loss  of  air. 


lassion  for  the  very  best  in  technology,  quality  and  service  is 
e  heart  of  our  commitment  to  you  wherever  you  are  in  the  world, 
jestone  wants  to  inspire  and  move  you. 


ItMDGESTOIIE 

PASSION  for  EXCELLENCE 


n.  bridgestonetire.com 

n.  runflat-system.com/enqlish 


BRIDGESTONE  CORPORATION 
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executive  Robert  Nardelli  in  January  amid 
concerns  over  stagnant  stock  price.  Started 
chain  with  partner  Bernard  Marcus  (see) 
after  getting  fired  from  now  defunct  Handy 
Dan  Improvement  Center.  Handed  out  dol- 
lar bills  in  the  parking  lot  of  first  store  to 
lure  customers.  Took  public  3  years  later. 
Retired  2001.  Sales:  S91  billion.  Owner  of 
pro  football's  .Atlanta  Falcons  forced  to  jug- 
gle off-the-field  distractions  this  summer; 
quarterback  Michael  \Tck  pleaded  guilty  to 
dogfighting  charges  in  August. 

Jeremy  Jacobs 

S1  .5  5IUJON 

Delaware  North.  East  Aurora,  N.Y.  67. 

FATHER,  LOUIS,  STARTED  HAWKING 
peanuts  and  popcorn  at  sports  events  1915; 
grew  into  massive  sports  concessions  busi- 


ness. Jeremy  took  over  upon  father's  death 
1968,  transformed  Delaware  North  into 
global  player  in  food  and  hospitality.  Sales: 
S2.1  billion  in  2006.  Owns  pro  hockey's 
Boston  Bruins;  became  NHL  chairman  in 
June.  .Also  stake  in  lucrative  New  England 
Sports  Network;  regional  channel  supplies 
Red  Sox  games  to  Boston  and  beyond.  Pro- 
vides hospitality  services  to  London's  Wem- 
bley Stadium;  venue  will  host  first  NFL 
game  outside  North  America  this  month. 
Recendy  lost  bid  to  operate  New  York  race 
tracks.  Donated  SI  million  to  cancer 
research  last  year. 

0.  Bruton  Smith 
S1.5 

Speedway  Motorsports.  Charlotte,  N.C.  80. 

STOCK  CAR  MAYEX  ATTENDED  FIRST  ALTO 
race  at  age  8;  promoted  events  on  dirt  track 
in  Midland,  N.C.  as  a  teen.  Opened  Char- 
lotte Motor  Speedway  1960.  Founded 
Speedway  Motorsports,  took  public  1995. 
Now  controls  6  Nascar  racetracks,  stake 
worth  SI  billion.  Still  works  out  of  a  modest 
sales  office  on  the  showroom  floor  of  one  of 
his  175  car  dealerships;  uses  a  fleet  of  4  jets 
to  watch  races  across  the  globe.  In  March 


expressed  interest  in  buying  National  Hot 
Rod  .Association;  NHRA  insisted  it  wasn't 
for  sale,  then  sold  pro  drag  racing  series  to 
an  investment  firm  2  months  later.  Ridicu- 
lous compensation:  Speedway  granted 
Smith  a  SI. 5  million  bonus  in  part  fori 
repaying  the  millions  of  dollars  in  loans  he 
owed  the  company. 

Jerral  Jones 

S1.5b.luon  

Dallas  Cowboys.  Dallas.  64. 

Married,  3  children 

CAPTAINED  1964  COTTON  BO\VL-WINNTNG 
University  of  .Arkansas  Razorbacks  football 
team.  Earned  M.B.A.,  joined  father's  insur- 
ance firm  Moved  to  energy:  struck  gas  in  first 
13  wells  drilled  1970s.  Bought  pro  footballs 
Dallas  Cowboys  in  1989  for  SI 50  million; 
team  worth  SI. 2  billion  today.  Parted  ways) 
with  head  coach  Bill  Parcells  last  year.  Latest  I 
obsession:  Cowboys  Stadium  .Air-conditioned, 
1 00,000- seat  venue  originally  slated  to  be  built 
for  S650  million;  total  cost  will  now  exceed  I 
SI  billion.  Covered  overrun  by  selling  S300  mil- 
lion in  real  estate.  Retractable  roof  will  keepi 
iconic  hole  design,  presumably  so  God  can  I 
still  watch  his  favorite  team.  .Also  invested  in  | 
poultry,  cattle. 
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JACK  NICKLAUS'  WORLD 
BIRDIE  -  GOOD 
AGLE  -  BETTER 


CitationShares 


BEST 


Jack  Nicklaus  is  used  to  playing  a  smart  game, 


on  the  course  and  off.  His  golf  course  design 
business  is  recognized  as  the  world  leader,  and 
he  commands  the  highest  level  of  excellence.  So 
it's  no  surprise  that  when  it  came  to  fractional 
jet  ownership,  he  chose  CitationShares.  Our 
Citelines  program  is  simply  a  superior  way  to  fly. 
Transparent  pricing.  The  industry's  best  pilots. 
And  service  that's  second  to  none. 

CITATIONSHARES.  IT  RAISES  MY  GAME. 


C£  CitationShares 


THE  FORBES  400 

HIGH 

SCORERS 


Robert  McNair 

$1  .5  BILLION 

Energy,  sports.  Houston.  70. 

Married,  4  children 

SOLD  COGEN  TECHNOLOGIES,  THEN  THE 
nation's  largest  privately  held  power  com- 
pany, to  Enron  for  SI. 5  billion  in  cash  and 
stock  in  1999;  sold  all  of  his  shares  before 
energy  giant's  bankruptcy  in  2001.  Owns 
pro  football's  Houston  Texans,  majority 
stake  in  Stonerside  Stables,  home  of  the 
Kentucky  Derby.  Sold  106-acre  spread  in 
Saratoga  Springs,  N.Y.  for  S 19  million. 

James  France 


$1.5 


BILLION 


Auto  racing.  Daytona  Beach,  Fla.  62. 

Married,  3  children 

SURVIVING  SON  OF  WILLIAM  H.G.  FRANCE 


(d.  1992),  visionary  who  consolidated  stock 
car  leagues.  Brother  Bill  Jr.  died  earlier  this 
year.  Duo  inherited  Daytona  speedway  (race 
tracks)  and  Nascar  (racing  circuit)  from 
dad.  Bill  Jr.  took  over  1 972,  brought  Nascar 
to  mainstream,  licensed  TV  rights  for  bil- 
lions. Son  Brian  now  at  the  wheel.  James 
runs  International  Speedway;  publicly 
traded  company  owns,  operates  1 3  tracks  iru 
U.S.  Family  working  to  entice  an  interna- 
tional audience  as  race  attendance  and  TV 
ratings  dwindle  at  home. 

Robert  Kraft 

$1  .4  BILLION 

New  England  Patriots.  Brookline,  Mass.  66. 

Married,  4  children 

"BOB"  STUDIED  AT  COLUMBIA  U.,  THEN 
Harvard  Business  School.  Joined  packing 
firm  Rand-Whitney  after  marrying  Myra 
Hiatt,  daughter  of  founder.  Bought  compam 
1970s;  founded  wood  and  paper  trader 
International  Forest  Products  later  in  1972. 
Today  Kraft  Group  includes  investments  in 
real  estate,  private  equity,  New  England  Rev- 
olution soccer  team.  Bought  troubled  New 
England  Patriots  football  franchise  in  1994 


BE  LOCKED 
AND  LOADED. 

$^99_$q99 


Per  Stock  and  Options  Trade 
for  Active  Traders  . 
75<t  per  options  contract 


E  Hraordinary 


E  {-TRADE 


getpoweretrade.com  |  (800)  731-5226 


For  details  and  important  information  about  Power  E*TRADE.  please  visit  getpoweretrade.com. 

To  qualify  for  Power  E*TRADE  and  the  Power  E*TRADE  Pro  trading  platform  you  must  place  at  least  30  stock  or  options  trades  per  quarter.  To  qualify  for  $6.99  commissions 
stock  and  options  and  a  750  fee  per  options  contract,  you  must  execute  500  or  more  stock  or  options  trades  per  month.  To  qualify  for  $9.99  commissions  for  stock  and  options  and  a ' 
fee  per  options  contract,  you  must  execute  10-49  stock  or  options  trades  per  month  or  maintain  a  $50,000  balance  in  combined  E*TRADE  Securities  and  E*TRADE  Bank  accounts 
continue  receiving  these  commission  rates  ano  access  to  trading  platforms,  you  must  requalify  by  the  end  of  the  following  calendar  quarter. 
Securities  products  and  services  are  offered  by  E*TRADE  Securities  LLC.  Member  NASD/SIPC. 

System  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

©  2007  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


KICK  SOME 
ASSETS. 


5.05 

APY 

Complete  Savings  Account 

No  minimums.  No  account  fees. 
No  gimmicks. 


E  ttraordinary 


E  frTRADE 


etrade.com/offers  |  (877)  929-2434 


jal  Percentage  Yield  is  effective  8/29/07  and  is  subject  to  change.  A  $1  minimum  deposit  is  required  to  open  a  new  account.  Withdrawal  limits  apply.  Online  statements  required, 
king  products  and  services  are  offered  by  E*TRADE  Bank,  a  Federal  savings  bank,  Member  FDIC,  or  its  subsidiaries.  Bank  deposits  are  FDIC  insured  to  at  least  $100,000. 
007  E'TRADE  FINANCIAL  Corp.  All  rights  reserved. 


FDIC 


r  then  record  SI 72  million.  Team  now 
)rth  SI. 2  billion.  Won  Super  Bowls  in 
'02,  2003,  2005.  Opening  S500  million, 
3-million-square-foot  Patriot  Place  on 
id  adjacent  to  Gillette  Stadium;  shops, 
itel,  office  space. 

iomas  Hicks 

1  .3  BILLION 

orts  teams,  real  estate.  Dallas.  61. 

/orced,  remarried;  6  children 

!RMER  LEVERAGED  BUYOUT  TITAN  RE- 
rns  to  The  Forbes  400  after  a  2-year  hia- 
s.  Son  of  radio  station  entrepreneur  spent 
rly  years  spinning  records.  Then  U.  of 
iuthern  California  business  school.  First 
lyout  1977:  Atlas  Architectural  Metals  for 

million,  sold  6  years  later  for  S 16  million, 
ade  fortune  in  soda:  bought  Dr  Pepper, 
ven-Up  for  $45  million,  flipped  2  years 
:er  for  S700  million.  Acquired  radio  sta- 
>ns;  sold  to  Clear  Channel  for  SI 7.1  billion 

cash,  stock  and  assumed  debt.  Badly 
irned  during  dot-com  bust.  Bought  pro 
seball's  Texas  Rangers  from  group  includ- 
g  George  W.  Bush  1998.  Famously  signed 
lex  Rodriguez  to  10-year,  $252  million 


contract,  traded  to  New  York  Yankees  2 
years  later;  team  still  paying  some  of  third 
baseman's  salary.  Also  owns  pro  hockey's 
Dallas  Stars.  With  partner,  bought  Liverpool 
soccer  squad  for  $900  million  in  February; 
investing  SI  billion  to  develop  various  Dal- 
las real  estate  projects. 

Stephen  Bisciotti 

$1  .3  BILLION 

Outsourcing,  football.  Millersville,  Md.  47. 

Married,  2  children 

MARYLAND  NATIVE'S  FATHER  DIED  YOUNG; 
raised  by  football-fanatic  mother.  Spent  high 
school  summers  mowing  lawns,  babysitting, 
pumping  gas.  Graduated  from  Salisbury 
State.  Started  Aerotek  with  S3.500  and  fur- 
niture purchased  from  Goodwill;  company 
provided  engineers  to  aerospace  industry. 
Today  owns  large  chunk  of  Allegis  Group, 
nation's  third-largest  staffing  firm.  Places 
workers  in  aviation,  mining,  banking,  con- 
struction jobs.  Estimated  sales:  $5  billion. 
Cigar  aficionado  bought  majority  stake  in 
pro  football's  Baltimore  Ravens  2004.  Media 
shy:  "I  wouldn't  mind  being  the  least-known 
owner  in  the  NFL." 


$1  .3  BILLION 


See  page  244. 


George  M.  Steinbrenner  Iff 

$1  .3  BILLION 

New  York  Yankees.  Tampa,  Fla.  77. 

Married,  4  children 


"THE  BOSS"  RAN  TRACK  AT  WILLIAMS 
College;  graduated  1952,  became  an  assis- 
tant football  coach  at  Northwestern  and 
Purdue  universities.  Joined  father's  Cleve- 
land firm  Kinsman  Marine  Transit  in  1957. 
Bought  out  dad  1963;  company  later  became 
American  Ship  Building.  Invested  in  Broad- 
way plays,  then  baseball.  Purchased  New 
York  Yankees  from  CBS  for  $10  million  in 
1973;  franchise  now  worth  $1.2  billion.  The 
most  controversial,  meddlesome  owner  in 
sports  changed  ball  club's  manager  20  times 
in  his  first  23  seasons;  has  won  6  World 
Series  titles.  Footing  most  of  the  bill  for  new 
$800  million  Yankee  Stadium  in  the  Bronx. 
Best  asset:  YES  Network.  Regional  cable 
channel  rumored  to  be  mulling  public  offer- 
ing; could  fetch  more  than  S3  billion. 
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Puerto  Rico's 


Knowledge  Economy  Beckon! 

  V  Written  by  Leila  Zog 

During  the  past  40  years,  Puerto  Rico  has  demonstrated  its  supremacy 
a  manufacturing  center.  Today,  this  Caribbean  island  is  emerging  as  a  pr 
ferred  destination  for  knowledge-based  and  service-oriented  companie 


A  Pro-Business  Climate 

A study  by  Ernst  &  Young 
found  that  the  services 
industry,  which  includes 
accounting,  banking,  legal 
services,  insurance,  med- 
ical and  healthcare  services  and 
tourism,  is  one  of  Puerto  Rico's  fastest 
growing  economic  sectors. 

The  island's  pro-business  climate  is 
certainly  one  reason  for  this  note- 
worthy growth.  Puerto  Rico  offers  the 
lowest  effective  corporate  tax  rate  in 
the  U.S.  Both  established  and  start-up 
companies  can  take  advantage  of  a 
unique  combination  of  tax  credits  and 
financial  incentives,  and  venture  cap- 
ital initiatives  are  available  to  qualify- 
ing companies. 

This  island  of  nearly  4  million  peo- 
ple holds  U.S.  Commonwealth  status, 
thereby  offering  knowledge-based 
and  service  companies  economic  and 
political  security  with  the  advantages 
of  an  offshore  investment  location. 


A  U.S. -based  company  can  operate  in 
Puerto  Rico  as  a  Controlled  Foreign 
Corporation  (CFO  and  enjoy  the  ben- 
efits and  high  returns  that  a  CFC 
investment  model  offers. 

Investment  Incentives 

The  government  of  Puerto  Rico  spon- 
sors a  host  of  investment  incentives. 
The  Puerto  Rico  Tax  Incentives  Act 
of  1998  offers  a  wide  range  of 
benefits,  including  tax  credits  for 
local  workforce  training  and  research 
and  development  investment.  In 
general,  eligible  businesses  include 
companies  new  to  the  island  and 
established  companies  that  plan  to 
expand  operations  by  more  than  25%. 

Tourism-related  enterprises  in  par- 
ticular may  benefit  from  the  various 
tax  exemptions  created  under  the 
Tourism  Development  Act  of  1993. 
These  include  granting  all  qualified 
businesses  on  the  main  island  of 
Puerto  Rico  up  to  90%  exemption 


from  income  tax  for  ten  years  and 
to  100%  exemption  from  all  proper 
sales  and  excise  taxes.  All  new  fac 
ties  including  hotels,  condo-hote 
paradores  (country  inns)  and  tin 
share  facilities  qualify  for  thi 
exemptions.  During  the  next  fjj 
years,  more  than  S2  billion  in  pre 
are  expected  to  be  in  the  islands  h- 
pitality  investment  pipeline. 


he  Commonwealth's  tax  incen- 
:s  may  be  particularly  appealing 
projects  related  to  investment 
king  and  other  financial  services; 
tral  or  regional  corporate  head- 
irters  engaged  in  accounting, 
ince,  tax,  auditing,  marketing, 
ineering,  quality  control,  human 
mrces,  communications,  electronic 
i  processing  or  other  management 
'ices  to  affiliated  entities;  advertis- 
and  public  relations;  economic, 
■ntific,  managerial  and  auditing 
suiting  services;  electronic  data 
cessing  centers;  and  dental,  pho- 
raphic  and  optical  and  ophthal- 
logic  laboratories, 
mong  the  public  financing  options 
service  businesses  are  loans  from 
Government  Development  Bank, 
ch  considers  projects  that  promote 
development,  revitalization  and 
ansion  of  economic  opportunities 
'uerto  Rico;  and  municipal  bond 
ncing  via  the  Puerto  Rico  Authority 
'inancing  for  Industrial,  Tourism, 
icational,  Medical  and  Environmen- 
C.ontrol  Facilities  (AFICA). 


A  Reliable,  Modern 
Infrastructure 

Puerto  Rico's  state-of-the-art  airport 
and  seaport  facilities,  combined  with 
the  fact  that  air  travelers  can  reach 
major  North  American  and  Latin 
American  cities  in  a  few  hours,  makes 
business  travel  to  and  from  the  island 
easy.  It's  also  a  great  convenience  that 
U.S.  citizens  can  visit  Puerto  Rico  with- 
out a  passport,  and  that  both  Spanish 
and  English  are  the  official  languages. 

Communication  is  straightforward 
as  an  island-wide,  high-volume  fiber- 
optic network  allows  for  rapid  trans- 
mission of  data.  Long-distance  voice, 
data  and  video  services,  as  well  as  800 
and  888  numbers,  are  offered  by  sev- 
eral major  providers.  Wireless  service 
is  also  widely  available. 

An  Outstanding 
Quality  of  Life  " 

With  its  perfect  year-round  weather, 
Puerto  Rico  provides  a  comfortable 
lifestyle.  Housing  is  abundant  and 
property  taxes  are  low.  And  the 
supermarket  chains,  malls,  upscale 
retailers  and  restaurants  common  on 
the  U.S.  mainland  can  also  be  found 
in  Puerto  Rico. 

World-class  facilities  for  water 
sports,  golf  and  tennis,  as  well  as  for 
professional  baseball  —  some  home  to 
major-league  stars  —  are  readily  avail- 
able. Relocated  employees  will  find 
comforts  and  quality  of  life  compara- 
ble to  those  of  the  continental  U.S. 


Approximately  40%  of  the  Com- 
monwealth's overall  budget  is 
earmarked  for  education.  The 
result  is  that  the  island's  literacy  rate  is 
90%,  and  56%  of  its  college-age  popu- 
lation attends  institutions  of  higher 
learning.  According  to  the  World  Bank, 
Puerto  Rico  ranks  sixth  in  the  world  in 
higher-education  enrollment. 

More  than  23,000  higher-education 
degrees  are  awarded  each  year, 
including  more  than  9,000  in  science 
and  engineering  disciplines,  accord- 
ing to  the  Puerto  Rico  Industrial 
Development  Company.  As  a  matter 
of  fact,  Puerto  Rico  ranks  ninth  in  the 
U.S.  for  engineering  degrees  granted. 

For  more  information,  please  visit: 
www.CoToPuertoRico.com/forbes. 


Tourism  Expands  as 
Visitors  Explore  Beyond 
The  Shore 

It's  easy  to  understand  why  Puerto 
Rico  attracts  more  than  $3  billion 
annually  in  tourism  dollars.  It  is  easy 
to  reach,  has  excellent  air  and  sea 
transportation  facilities,  offers  more 
than  13,000  endorsed  hotel  rooms, 
requires  no  passport  to  visit,  uses  U.S. 
currency  and  has  both  Spanish  and 
English  as  official  languages. 

Its  beautiful  beaches  are  renowned 
worldwide  and  attract  water-sports 
enthusiasts  year-round.  But  Puerto 
Rico's  appeal  to  the  nontraditional 
tourist  is  also  growing.  Nature  and 
adventure  tourists  revel  in  the 
breathtaking  beauty  of  El  Yunque, 
one  of  the  world\  most  spectacular 
rainforests  and  home  to  more  than 


240  species  of  tropical  trees,  exotic 
flowers  and  wildlife. 

Puerto  Rico's  Rio  Camuy  Cave  Park 
is  one  the  world's  three  most  massive 
and  dramatic  cave  systems,  complete 
with  an  underground  river  thundering 
through  it.  The  island's  bioluminescent 
bays,  home  to  large  colonies  of  dinofla- 
gellates  that  glow  like  fireflies,  are 
must-see  landmarks  for  ecotourists. 

The  island's  vibrant  culture,  a  mix 
of  its  Native  American,  Spanish  and 
African  roots,  can  be  discovered  by 
visiting  museums,  churches  and  his- 
torical sites  such  as  the  San  Felipe 
del  Morro  and  San  Cristobal  Forts, 
both  located  in  San  Juan,  and  the 
Hacienda  Buena  Vista  in  the  south- 
ern region  of  the  island,  recently 
renamed  Porta  Caribe.  The  thriving 
local  art  scene  can  be  experienced  by 


visiting  such  locales  as  the  financ 
district's  Botello  Art  Gallery,  a  bea 
tifully  restored  colonial  mansion  tr 
was  the  former  home  of  Puer 
Rican  artist  Angel  Botello. 

•Whether  you  enjoy  a  round  of  g 
on  one  of  the  island's  25  courses 
17  of  which  are  championship  lc 
—  dine  at  an  eatery  in  the  hip  m 
district  of  SoFo  (south  of  Fortale 
Street),  indulge  in  a  luxurious  beat 
treatment  at  one  of  the  island's  fr 
star  spas  or  try  your  luck  in  a  lo« 
casino,  you  will  find  much  to  expk 
bevond  the  shore  in  Puerto  Rico. 


PUERTO  RICO  TOURISM  INVESTMENT  CONFERENCE 
December  4-5,  200 

Puerto  Rico  Convention  Center,  San  Juan,  P.R. 


To  Register  Visit:  GoToPuertoRico.com/forbes 
Or  For  More  Information  Call:  1.787.641.0980 
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THE  FORBES  400 


MONEY 

M  AVF.NS 

Ego-driven  corporate  raiders,  secretive  hedge  fund  managers,  shrewd 
private  equity  investors.  No  matter  how  volatile  the  market,  these 
dealmakers  all  know  how  to  make  a  buck. 


Carl  Icahn 

$14.5  BILLION 

Ronald  0.  Perelman 

$10  BILLION 

Edward  C.  Johnson  III 

$10  BILLION 

Leveraged  buyouts.  New  York  City.  71 . 

Divorced,  remarried;  2  children 

Leveraged  buyouts.  New  York  City.  64. 

4  times  divorced,  6  children 

Fidelity.  Boston.  77. 

Married,  3  children 

GREW  UP  NYC'S  QUEENS.  STUDIED  PHILOS- 
ophy  at  Princeton.  Went  to  Wall  Street  with 
$4,000  in  poker  winnings.  Gained  reputation 
for  buying  into  troubled  companies,  forcing 
management  to  improve,  restructure,  buy  back 
stock;  scores  in  1980s  with  Texaco,  USX.  Once 
considered  the  worlds  most  dangerous  share- 
holder activist;  now  having  trouble  effecting 
vast  management  changes.  Requested  Time 
Warner  buy  back  stock,  split  company  into  4 
individual  parts  2005;  media  firm  repurchased 
$20  billion  in  shares  but  never  split.  Failed  to 
land  board  seat  with  cell  phone  producer  Mo- 
torola in  May;  initially  demanded  company 
chief  Ed  Zander  buy  back  shares,  now  push- 
ing for  cost  cuts,  reorganization.  Sold  private 
hedge  fund  outfit  to  American  Real  Estate 
Partners;  owns  90%  stake  in  the  publicly 
traded  holding  company  that  controls  casinos, 
real  estate,  home  fashion.  Reason:  power.  Re- 
naming company  Icahn  Enterprises;  shares  up 
140%  over  past  12  month.v 
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WHARTON  GRAD  LEFT  FATHER'S  BUYOUT 
business  in  his  30s;  bought  $1.9  million 
stake  in  jewelry  distributor  Cohen-Hatfield 
1978.  Sold  jewelry  operation  to  Sam  Walton 
7  years  later.  Purchased  licorice  maker 
MacAndrews  &  Forbes,  used  as  a  holding 
company  for  buyouts.  Bought  cosmetics 
company  Revlon  1985;  stake  once  worth  bil- 
lions is  valued  at  less  than  $350  million 
today.  Sold  Golden  State  Bancorp  with  Ger- 
ald Ford  (see)  to  Citigroup  in  2002  for  $6  bil- 
lion. Sold  camping  gear  outfit  Coleman  to 
Sunbeam  1998;  took  Morgan  Stanley  to 
court  7  years  later  after  learning  the  invest- 
ment bank  had  not  informed  him  that  Sun- 
beam's financial  statements  were  cooked. 
Won  jury  trial;  appeals  court  overturned  the 
ruling  earlier  this  year.  Betting  on  biotech: 
Siga  Technologies  looking  for  ways  to  battle 
bioterrorism;  TransTech  Pharma  trying  to 
cure  Alzheimer's.  Owns  75  acres  of  prime 
East  Hampton,  N.Y.  real  estate. 

WITH  FAMILY,  CONTROLS  FIDELITY  IN 
vestments,  America's  largest  mutual  fun< 
company.  Assets  under  management:  $1.. 
trillion.  Father,  Edward  II,  founded  Fidelif 
Management  &  Research  Co.  1946;  phe 
nomenal  stock  picker.  "Ned"  joined  firn 
as  an  analyst  1957,  president  15  years  later 
Created  mutual  funds  for  almost  ever 
investment  strategy  to  increase  marke 
share.  Renowned  for  frugality,  reduce" 
ownership  for  estate  planning  1995;  fam 
ily  owns  49%. 

George  Soros 

$8.8  BILLION 

Hedge  funds.  Westchester,  N.Y.  77. 

Twice  divorced,  5  children 

BORN  IN  BUDAPEST,  FAMILY  SURVIVE1 
Nazi  occupation  of  Hungary.  Londo 
School  of  Economics;  founded  fame 
Continued  on  page  262 

he  wheel. 
Penicillin, 
►liced  bread. 
Shares. 
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-iShares  to  request  a  prospectus 
-mation  that  you  should  read  and 
jss  of  principal.  Funds  distributed  by 
ft.  is  a  subsidiary  of  Barclays  Global  Inves 


THE  FORBES  400 


MONEY  MAVENS 

Richard  Rainwater  S3. 5  BILLION 

Investments.  Fort  Worth,  Tex.  63.  Divorced,  remarried;  3  children 

SON  OF  MIDDLE-CLASS  WHOLESALER  STUDIED  AT  STANFORD;  BRIEF  STINT  AT  GOLDMAN  SACHS  BEFORE 
leaving  to  run  Bass  family's  S50  million  portfolio  in  1970,  lost  money  first  2  years.  Acquired  large  stake  in  Dis- 
ney 1984;  went  solo  2  years  later  to  manage  personal  investments.  Cofounded  Columbia  Hospital  Corp.  1987, 
merged  with  Tom  Frists  (see)  Hospital  Corporation  of  America  1994.  Made  billions  betting  on  oil;  claims  to  be 
the  largest  individual  shareholder  of  Chevron,  ConocoPhillips.  Part  owner  of  Pebble  Beach  golf  course. 
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THE  FORBES  400 


MONEY 

MAVENS 


Quantum  Fund  with  "Adventure  Capital- 
ist" Jim  Rogers  1969.  With  Stanley  Druck- 
enmiller  (see),  "broke"  British  pound  in 
1992,  made  $1  billion  profit.  Lost  hundreds 
of  millions  with  ill-timed  investments  in 
former  Soviet  Union  1996.  Locked  out  new 
investors  2000;  much  of  Quantum  Endow- 
ment Fund's  $13  billion  in  assets  are  his. 
Handed  off  day-to-day  operations  to  sons 
Robert  and  Jonathan;  Robert  recently 
stepped  down  as  chief  investment  officer. 
Dedicated  philanthropist  has  given  away 
S3  billion  since  1979  via  his  Open  Society 
Institute  and  other  charitable  groups;  strives 
to  promote  democracy  throughout  the 
globe. 


Stephen  A.  Schwarzman 

$7.8  BILLION 

Blackstone  Group.  New  York  City.  60. 

Divorced,  remarried;  3  children 


Peter  G.  Peterson  CE> 

S2.5  BILLION 

Blackstone  Group.  New  York  City.  81. 

Married,  5  children 


Hamilton  E.  James  <&> 

$1  .5  BILLION 

Blackstone  Group.  New  York  City.  56. 

Married,  3  children 


BLACKSTONE  BILLIONAIRES  TOOK  THEIR  IN- 
vestment  house  public  in  June;  shares  down 
30%  since.  Sold  just  under  10%  stake  to  Chi- 
nese government  weeks  before  the  offering. 
Wall  Street  giant  manages  $90  billion  across 
private  equity,  real  estate,  corporate  debt,  hedge 
fund  operations.  Schwarzman  and  Peterson 
cofounded  Blackstone  Group  1985  with 
$400,000;  since  then  they  have  invested  in  1 12 
companies,  with  a  total  enterprise  value  of 
$200  billion.  Net  profits  in  2006:  $2.3  billion. 
Paid  $39  billion  for  Sam  Zell's  (see)  Equity  Of- 
fice Properties  in  February,  then  agreed  to  buy 
Hilton  Hotels  for  $26  billion  in  July.  Schwarz- 

i   man:  attended  Yale  with  President  George  W. 

|  Bush.  Harvard  M.B.A.  Managing  director  at 
Lehman  Brothers  1 978  at  age  3 1 .  Threw  him- 


self a  60th  birthday  party  at  New  York's  Park 
Avenue  Armory  in  February.  Was  worth 
nearly  $10  billion  immediately  following 
offering  in  June.  Peterson:  studied  at  North- 
western, then  M.B.A.  from  U.  of  Chicago. 
Commerce  Secretary  under  Nixon,  became 
chairman  of  Lehman  Brothers  1973.  Headed 
the  Federal' Reserve  Bank  of  New  York  2000 
to  2004.  Shuns  The  Forbes  400:  "There  are 
plenty  of  people  who  want  to  be  on  the  list.  I 
don't."  Has  earmarked  hundreds  of  millions  to 
charity.  James:  Harvard  M.B.A.  Got  start  in 
mergers  at  Donaldson,  Lufkin  &  Jenrette. 
Mulled  career  in  politics  before  sticking  with 
investments.  "Tony"  arranged  DLJ's  sale  to 
Credit  Suisse  for  $11.5  billion  in  2000,  lured 
to  Blackstone  2  years  later.  Now  president  and 
chief  operating  officer,  Schwarzman's  heir  ap- 
parent. Fly  fisherman  on  boards  of  American 
Ballet  Theatre,  Coldwater  Conservation  Fund. 


Harold  Simmons 

$7.4  BILLION 

Investments.  Dallas.  76. 

Twice  divorced,  remarried;  6  children 

SON  OF  TEXAS  TEACHERS  GRADUATED 
from  U.  of  Texas  1952.  Got  taste  for 
takeover  tactics  as  a  bank  examiner.  Bought 
Dallas  drugstore  in  1961  for  $5,000  cash 
plus  $95,000  loan;  sold  100-store  chain  to 
Eckerd  Corp.  for  $50  million  1973.  Built 
publicly  traded  holding  company  Valhi  with 
hostile  takeovers.  Now  invested  in  titanium 
(Timet,  Kronos),  waste  management 
(Waste  Control  Specialists),  computer  com- 
ponents (CompX  International).  Donated 
$175  million  to  build  cancer  center  at  alma 
mater.  Expected  philanthropic  gifts  to  reach 
$400  million  this  year. 


Eli  Broad 

$7  BILLION 

Investments.  Los  Angeles.  74. 

Married,  2  children 

SON  OF  LITHUANIAN  IMMIGRANTS  BORN 
in  the  Bronx,  raised  in  Detroit.  Bought  first 
patch  of  real  estate  at  age  20.  Cofounded 
Kaufman  &  Broad  with  $25,000  borrowed 
from  his  in-laws;  became  one  of  nation's 
largest  affordable  home  builders,  focusing 
on  homes  for  parents  of  baby  boomers. 
Acquired  Sun  Life  Insurance  (later  renamed 
Sun  America)  in  1971.  Sold  to  AIG  in  1998 
for  $18  billion;  stake  worth  $3.1  billion 
today.  With  Ronald  Burkle  (see),  made 
failed  bid  for  newspaper  company  Tribune 
earlier  this  year.  Remains  interested  in  buy- 
ing L.A.  Times.  Owns  art  collection  worth 
$1  billion.  Favorite  piece:  Jeff  Koons'  "Bal- 


loon Dog."  Philanthropy  focused  on  edu- 
cation reform,  scientific  and  medical 
research.  "American  economic  security  is 
at  risk  without  better  public  education." 


Steven  Cohen 

$6.8  BILLION 

Hedge  funds.  Greenwich,  Conn.  51. 

Divorced,  remarried;  7  children 

WHARTON  GRAD  TRADED  OPTIONS  AT 
Gruntal  8c  Co.  1 978;  netted  $8,000  on  first  day. 
Founded  hedge  fund  SAC  Capital  1992  with 
$25  million  in  assets.  Today  manages  $14  bil- 
lion across  9  funds.  High  fees,  higher  returns: 
charges  3%  of  assets,  35%  of  profits  on  most 
funds;  has  returned  an  average  of  34%  net  of 
fees  each  year  since  1992.  With  Barry  Rosen- 
stein's  (see)  Jana  Partners,  pressuring  online 
brokerage  TD  Ameritrade  to  merge  with  an- 
other firm  to  increase  synergies.  Has  spent  an 
estimated  $600  million  on  works  by  Warhol, 
Picasso,  Pollock  for  large  art  collection.  Also 
owns  Damien  Hirst's  "The  Physical  Impossi- 
bility of  Death  in  the  Mind  of  Someone  Liv- 
ing," featuring  a  shark  carcass  suspended  in 
formaldehyde. 


Charles  Johnson 

BILLION 

Franklin  Resources.  San  Mateo,  Calif.  74. 

Married,  6  children 


Rupert  Johnson 

$5.2  BILLION 

Franklin  Resources.  San  Mateo,  Calif.  66. 

Married 


FATHER,  RUPERT  SR.,  CREATED  MUTUAL 
fund  shop  Franklin  Distributors  1947.  Half- 
brothers  took  reins  1969.  Expanded  via  acqui- 
sition: Templeton  Funds  1992,  Fiduciary  Trust 
2001.  Today  publicly  traded  Franklin  Re 
sources  manages  $620  billion;  shares  up  28°/c 
over  past  12  months.  Charles:  Yale  grad,  for- 
mer Army  lieutenant;  chairman.  Believed  tc 
have  paid  S 1 5  million  for  5,300-square-foot  is- 
land home  off  Palm  Beach.  Rupert:  Washing 
ton  8c  Lee  grad,  former  marine;  vice  chairman 


James  Simons 

$5.5  BILLION 

Hedge  funds.  East  Setauket.  N.Y.  69. 

Divorced,  remarried;  3  children 

— — — — — i^— — mi 

STUDIED  MATH  AT  MTT,  THEN  PH.D.  FROM  UC 

Berkeley.  Deciphered  codes  for  U.S.  Depart 

ment  of  Defense  during  Vietnam;  taught  matl 

at  SUNY  Stonybrook  after  war.  Foundec 

Renaissance  Technologies  1982.  Quantitative 


S6 
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MICHELLE  DIAZ 

CENTER  MANAGER,  FEDEX  KINKO'S 
NEW  YORK,  NEW  YORK 


A  NEW  YORK  MINUTE. 
A  FLYING  TAXI. 
AND  A  SCAVENGER  HUNT. 


hen  a  runaway  taxi  struck  a  FedEx  Kinko's  Office 
d  Print  Center1  in  Manhattan,  that  New  York 
nute  was  1:30  a.m.  Not  exactly  ideal  timing. 

lless  you're  Center  Manager  Michelle  Diaz.  With 
3  front  of  the  store  in  shambles,  Michelle  quickly 
Dved  the  customers'  jobs  to  a  nearby  FedEx  Kinko's 
nation.  She  also  realized  that  the  FedEx  drop  box 
is  buried  under  the  debris  of  the  storefront. 

Jo  warranties  or  representations,  express  or  implied,  are  extended  Service  and  limits  of  liability  are  governed  by  the  terms  and  conditions  in  the  FedEx  Sorvice  Gu 


She  and  a  team  member  pulled  the  box  from  the  rubble 
and  arranged  for  a  special  pickup  of  the  packages. 

Michelle  Diaz  is  one  of  over  275,000  FedEx  team  members 
worldwide  dedicated  to  every  FedEx  experience. 


Kinko's.  aft 


Office  and  Print  Center 
To  see  more  stories  from  around  the  world,  go  to  fedexstories.com 
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hedge  fund  uses  complex  computer  models  to 
analyze  and  trade  securities.  Fees  as  high  as 
5%  of  assets,  44%  of  profits.  Worth  the  price: 
a  $2.5  million  investment  in  his  funds  in  1990 
would  be  worth  $1  billion  today.  Hires  Fh.D.s 
over  M.B.A.s.  Vowed  to  retire  in  2005,  can't 
walk  away.  Raised  $25  billion  for  institutional 
fund  RIEF  last  year;  so  far  performing  below 
expectations.  Raising  cash  for  a  new  futures- 
oriented  fund  that  will  go  live  in  October. 


Henry  Kravis 

$5.5  BILLION 


Leveraged  buyouts.  New  York  City.  63. 

Twice  divorced,  remarried;  2  children 


George  Roberts 

$5.5  BILLION 


Leveraged  buyouts.  New  York  City.  63. 

Married,  3  children 


FIRST  COUSINS  TEAMED  UP  WITH  MENTOR 
and  fellow  Bear  Stearns  colleague  Jerome 
Kohlberg  (see)  to  form  leveraged  buyout  firm 
Kohlberg  Kravis  Roberts  1976.  Winning  strat- 
egy: use  junk  bonds  to  buy  underperforming 
companies,  rework  balance  sheets,  sell  for 
profit.  First  billion-dollar  deal:  Wometco 
1984.  Kohlberg  exited  1987.  Best  known  for 
famed  $25  billion  RJR  Nabisco  buyout  1989. 


Barbarians  at  the  Gate  took  Thomas  Frist's  (see) 
HCA  private  with  Bain  Capital  and  Merrill 
Lynch  Global  Private  Equity  last  year  for  $33 
billion.  With  David  Bonderman  and  James 
Coulters  (see  both)  TPG  and  Goldman  Sachs, 
agreed  to  buy  power  firm  TXU  for  $45  bil- 
lion in  cash  and  assumed  debt  a  few  months 
later;  deal  expected  to  close  later  this  year.  In 
3 1  years  firm  has  invested  in  1 50  companies; 
total  transaction  cost  exceeds  $280  billion.  Net 
profits  last  year:  $1.1  billion.  Last  year  raised 
$5  billion  on  Amsterdam  Stock  Exchange  for 
publicly  traded  limited  partnership  investing 
in  western  Europe.  Filed  to  go  public  earlier 
this  summer. 

Edward  Lampert 

$4.5  BILLION 
See  page  272. 
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"HE  NEW  ASCENT  T 


Forged  from  solid  titanium.  Finished 
in  sapphire  crystal  and  ceramic. 
Vertu  Fortress  technology  for  secure 
data  backup.  Twenty-four  hour 
concierge  service. 


VERTU 

+   19  14  368  0432 
VERTU.COM 


country's  most  renowned  art  collections: 
impressionists,  contemporary,  old  masters. 
Bedford,  N.Y.  estate  features  an  apple 
orchard,  sculpture  garden,  reflecting  pool. 


Ray  Dalio  <© 

S4  BILLION 

Money  management.  Greenwich,  Conn.  58. 

Married,  4  children 

JAZZ  MUSICIAN'S  SON  EXECUTED  FIRST 
trade  at  age  12.  Studied  finance  at  Long 
Island  U.,  went  to  work  in  commodities 
division  of  Merrill  Lynch  1972.  Harvard 
M.B.A.  1973.  Traded  futures  at  brokerage 
CBWL-Hayden  Stone;  left  after  feud  with 
boss.  Founded  money  management  and 
hedge  fund  outfit  Bridgewater  Associates 
1975;  investment  firm  claims  13%  annual 
returns  after  fees.  Assets  under  manage- 
ment: SI 65  billion.  Shuns  public  markets: 
"The  notion  of  selling  hedge  funds  is 
ridiculous."  Young  employees  routinely 
asked  to  critique  upper-level  management. 


Stanley  Druckenmiller 

$3.5  BILLION 

Hedge  funds.  Pittsburgh.  54. 

Married,  3  children 

PENNSYLVANIA  NATIVE  ATTENDED  BOW- 
doin  College;  became  stock  analyst  for  Pitts- 
burgh National  Bank,  started  Duquesne 
Capital  Management  1981.  Became  money 
man  for  George  Soros  (see)  1988;  famously 
I  orchestrated  his  boss'  billion -dollar  raid  on 
the  British  pound  in  1992  with  timely  short 
position.  Believed  to  help  generate  string  of 
30%  returns  for  Soros'  Quantum  Fund.  Duo 
parted  ways  in  2000.  Returned  to  Duquesne 
Capital,  runs  No  Margin  Fund  from  Pitts- 
burgh. Runs  Harlem  Children's  Zone;  non- 
profit provides  educational  services  to 
12,500  children  and  adults. 


Richard  Rainwater 

S3.5  BILLION 
See  page  260. 
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Joan  Tisch 

S4.2  BILLION 

Loews.  New  York  City.  81. 

Widowed,  3  children 


Wilma  Tisch 

$2.6  8ILLION 

Loews.  New  York  City.  80. 

Widowed,  4  children 

WIDOWS  OF  BROOKLYN-BORN  SIBLING  In- 
vestment duo  Preston  and  Laurence  Tisch. 
Brothers  bought  New  Jersey  hotel  in  1 946, 
leased  hotels  in  once  posh  Atlantic  City. 
Later  managed  NYC's  Drake,  Belmont 
Plaza,  Regency.  Took  control  of  Loews  The- 
atres 1959;  varied  interests  now  include 
!  watches  (Bulova),  tobacco  (Lorillard),  oil 
drilling  (Diamond  Offshore),  natural  gas 
pipelines  (Boardwalk).  Contrarian  investor 
"Larry"  known  for  his  bearish  pessimism. 
Widow  Wilma  transferred  large  chunks  of 
stock  to  sons  soon  after  his  death  in  2003. 
"Bob"  served  2-year  term  as  U.S.  Postmaster 
General,  eventually  co-owner  of  pro  foot- 
ball's New  York  Giants.  Company  remains 
under  family  control;  stock  up  250%  since 
2003.  Family  contributions  to  NYU  exceed 
SI 00  million. 


Leon  Black 

$4  BILLION 

Apollo  Management.  New  York  City.  56. 

Married,  4  children 

TYCOON  CASHING  IN  ON  THE  GOLDEN  AGE 
of  private  equity:  sold  18%  stake  in  his 
Apollo  Management  for  SI. 2  billion  to  Cali- 
fornia Public  Employees'  Retirement  Sys- 
tem, Abu  Dhabi  Investment  Authority  in 
July.  Mulling  chance  to  sell  shares  on  a  pri- 
vate Goldman  Sachs  exchange,  extract  more 
cash.  Studied  philosophy,  history  at  Dart- 
mouth. Then  Harvard  M.B.A.  Took  job  at 
Drexel  Burnham  Lambert  1980s;  firm  bank- 
rupt 1990,  created  Apollo  later  that  year. 
Firm  has  raised,  invested  $27  billion  across  6 
private  equity  funds.  Claimed  average 
annual  return:  40%.  Agreed  to  buy  casino 
outfit  Harrahs  Entertainment  for  SI 7.1  bil- 
lion with  Texas  Pacific  Group.  Owns  one  of 


Ronald  Burkle 

$3.5  BILLION 

Supermarkets,  investments.  Los  Angeles.  54. 

Divorced,  3  children 

SON  OF  A  GROCERY  STORE  MANAGER 
spent  childhood  stacking  bread,  chasing 
shopping  carts.  Joined  union  local  as  a  box 
boy  at  age  13.  Tried  college,  returned  home 
to  stock  shelves  at  dad's  Stater  Bros,  store. 
Rose  to  store  manager,  eventually  vice  pres- 
ident of  Stater  Bros.'  parent,  Petrolane.  Tried 
to  purchase  company  via  leveraged  buyout; 
failed,  was  fired.  Severance:  $8,450. 
Founded  investment  company  Yucaipa 
1986;  made  fortune  buying  and  selling 
supermarket  chains  Fred  Meyer,  Jur- 
gensen's,  Ralph's.  Often  buys  distressed 
operations  in  poor  neighborhoods  to  pay 
low  prices,  avoid  bidding  wars.  Worker 
friendly:  uses  union  sources  to  find  hidden 
value  in  possible  takeovers.  Internal  rate  of 
return  from  1985  to  2003:  43%  a  year. 
Today  manages  4  private  equity  funds  with 
S6  billion  invested  across  35  companies. 
Stakes  include  Pathmark  (grocery  stores), 
Allied  Holdings  (trucking),  Sean  John 
(clothing).  Failed  to  buy  Tribune  newspaper 
company  with  fellow  Los  Angeles  billion- 
aire Eli  Broad  (see);  advised  Dow  Jones' 
union  during  company's  negotiations  with 
Rupert  Murdoch  (see)  over  sale  of  Wall 
Street  Journal,  other  assets  to  News  Corp. 
Close  friend  of  Bill  Clinton;  former  presi- 
dent now  a  Yucaipa  adviser,  has  a  bedroom 
at  Burkle's  Beverly  Hills  mansion. 


Dirk  Ziff 

$3.5  BILLION 

Inheritance.  New  York  City.  43. 

Married,  2  children 


Robert  Ziff 

S3. 5  BILLION 

Inheritance.  New  York  City.  41. 

Married,  2  children 


Daniel  Ziff 

S3.5  BILLION 

Inheritance.  New  York  City.  35. 

Single 

FATHER,  WILLIAM  ZIFF  JR.  (D.  2006),  BUILT 
Ziff-Davis  publishing  empire  (PC  Magazine, 
Car  &  Driver,  Boating).  Sold  for  S1.4  billion 
in  1994,  retired  to  Florida.  Brothers  reinvest 
proceeds  via  Ziff  Brothers  Investments: 
hedge  funds,  corporate  debt,  equities.  Fam- 
ily trust  believed  to  now  exceed  $10  billion 
in  assets.  Selling  shares  in  Och-Ziff  hedge 
fund  in  company's  impending  public  offer- 
ing; will  remain  passive  investors,  have  no 
voting  control  over  firm's  operations. 


Bruce  Kovner 

S3. 5  BILLION 

Hedge  funds.  New  York  City.  62. 

Divorced,  remarried;  3  children 

DROPPED  OUT  OF  HARVARD  PH.D.  PRO- 
gram  to  drive  New  York  City  taxi.  Studied 
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You've  got  Small  Caps.  You've  got  Large  Caps.  But 
/hat  about  that  gaping  hole  in  the  middle? 


Some  things  don't  work  without  a  middle.  Bridges.  Movies.  And,  if  you  ask  us,  investment  portfolios.  The  fact 
jyjp^yr'  is,  if  you  don't  have  the  middle  of  the  market  covered,  you're  leaving  yourself  wide  open.  Which  is 

why  there's  the  MidCap  SPDR.    It's  an  ETF  that  gathers  together  the  precise  middle  of  the  market, 
d  then  lets  you  buy,  hold  and  sell  it  just  like  a  stock.  So  stop  treating  the  middle  of  the  market  like  the  middle 
towhere.  Visit  midcapspdr.com  and  fill  that  gap  in  your  portfolio. 


State  Street  Global  Advisors 

Precise  in  a  world  that  isn'V 

Before  investing,  carefully  consider  the  funds'  investment  objectives, 
h.  STATF  STRFFT  "  ^  risks,  charges  and  expenses.  To  obtain  a  prospectus,  which  contains  this 
B  aiiVLLi       vMM.iMx  and  Qther  jmportant  information,  call  1.866.787.2257.  Read  it  carefully. 

i  trade  like  stocks,  are  subject  to  investment  risk,  including  short  selling  and  margin  account  maintenance,  and  will  fluctuate  in  market  value. 

SPDR,"  S&P  MidCap  4001  v  and  MidCap  SPDR™  are  trademarks  of  The  McGraw-Hill  Companies,  Inc.  ("McGraw-Hill")  and  are  used  under  license  from  McGraw-Hill.  Ne  financial 
jet  offered  by  State  Street  Global  Advisors,  a  division  of  State  Street  Bank  and  Trust  Company,  or  its  affiliates  is  sponsored,  endorsed,  sold  or  promoted  by  McGraw-Hill 
S  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 
300112 
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harpsichord  at  Juilliard.  Started  trading  soy- 
beans; turned  $3,000  he  borrowed  on  his  credit 
card  into  $45,000.  Forgot  to  hedge,  lost  half 
the  profits.  Went  to  work  for  Michael  Marcus 
at  Commodities  Corp.  Founded  Caxton  As- 
sociates 1983.  His  Caxton  Clobal  Invest- 
ments hedge  fund  has  returned  25%  annually 
net  of  fees  since.  Assets:  $15  billion.  Chairman 
of  Juilliard  donated  140  original  musical 
scores,  sketches  by  Bach,  Beethoven,  Brahms, 
to  school  last  year.  Created  School  Choice 
Scholarships  Foundation;  nonprofit  pays  high 
school  tuition  for  needy  kids.  Recently  paid 
$70  million  for  a  cluster  of  beachfront  prop- 
erties in  Santa  Barbara,  Calif. 


Ira  Rennert 

$35  BILLION 

Investments.  New  York  City.  73. 

Married,  3  children 

STUDIED  AT  BROOKLYN  COLLEGE  1954,  THEN 
M.B.A.  from  NYU.  Made  fortune  issuing  junk 
bonds  secured  by  metals  companies  he  ac- 
quired; stopped  interest  payments,  companies 
went  bankrupt,  bought  assets  back  for  pen- 
nies on  the  dollar.  Acquired  military  contrac- 
tor AM  General  for  $133  million  1992;  maker 
of  U.S.  Army's  all-terrain  Humvee  vehicles  cre- 


ated luxury- SUV  market  with  2.5-ton  Hum- 
mer. Sold  majority  stake  to  Ronald  Perelmans 
(see)  MacAndrews  &  Forbes  holding  company 
for  $930  million  in  2004.  Built  palatial  com- 
pound in  the  Hamptons;  mansion  believed  to 
be  100,000  square  feet  and  have  30  bedrooms. 
Compound  recently  estimated  to  be  worth 
$185  million. 


Dennis  Washington 

$3.4  BILLION 

Construction,  mining.  Missoula,  Mont.  73. 

Married,  2  children 



WORKED  CONSTRUCTION  JOBS  IN  ALASKA 
before  borrowing  a  bulldozer  on  credit  and 
founding  his  own  company  in  Montana. 
Grew  with  federal  highway  contracts.  Rescued 
bankrupt  Morrison  Knudsen  in  1996.  Reor- 
ganized, renamed  Washington  Group  Inter- 
national in  1998;  lost  in  bankruptcy  after  dis- 
pute over  later  acquisition  from  Raytheon. 
Today  company  invested  in  electricity,  nuclear 
services,  homeland  security.  Personally  owns 
stakes  in  Montana's  regional  railroad;  largest 
tug  and  barge  fleet  in  British  Columbia;  Butte 
copper  mine.  Yachtsman  spends  time  cruis- 
ing on  his  226-foot  yacht,  Attessa;  ship  sports 
a  helipad,  movie  theater,  gym,  two  2,000hp 
diesel  engines. 


Paul  Tudor  Jones  III 

$3.3  BILLION 

Hedge  funds.  Greenwich,  Conn.  53. 

Married,  4  children 

MEMPHIS  NATIVE  STUDIED  ECONOMICS  AT 
U.  of  Virginia.  Early  success  trading  cotton 


on  Wall  Street.  Founded  Tudor  Investment 
Corp.  hedge  fund  1980.  Predicted  1987 
stock  market  crash,  returned  125%  net  of 
fees  that  year.  Assets  now  $20  billion.  Esti- 
mated average  annual  returns  24%;  down 
this  year  amid  summer's  violent  market  tur- 
moil. Hunter,  fisherman  owns  land  in  Zim- 
babwe. Started  New  York  City  poverty-fight- 
ing group  Robin  Hood  Foundation  1988; 
group  raised  $70  million  at  a  single  banquet 
in  May. 


David  Bonderman  <S2> 

$3.3  BILLION 

Texas  Pacific  Group.  Fort  Worth,  Tex.  64. 

Married,  5  children 


James  Coulter  <© 

$2.8  BILLION 

Texas  Pacific  Group.  San  Francisco.  47. 

Married,  3  children 

COFOUNDERS  OF  PRIVATE  EQUITY  BEHE- 
moth  Texas  Pacific  Group.  With  KKR  and 
Goldman  Sachs,  agreed  to  buy  power  com- 
pany TXU  for  $45  billion  in  cash  and 

|  assumed  debt  in  February;  when  completed, 
deal  will  be  the  largest  leveraged  buyout  in 
history.  Duo  managed  money  for  the  Bass 
family;  split  to  start  TPG  1992.  Bought  Con- 
tinental Airlines  for  $66  million;  later  sold 
for  $640  million  profit.  Other  hits:  Burger 
King,  J.  Crew.  Agreed  to  pay  $17.1  billion 
with  Leon  Black's  (see)  Apollo  Management 
for  Harrah's  Entertainment  casino  company 
last  December;  purchase  will  close  later  this 

I   year.  Prefer  complex  deals  others  shy  away 
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For  frequent  flyers: 
Patravi  TravelTec  GMT 
featuring  a  world  first 
in  time  zone  functions. 


3  new  Patravi  TravelTec  GMT  features  multiple  time  zone  functions  unique  in 
!  history  of  watchmaking:  the  third  time  zone  display  can  be  set  either  eastward 
westward  using  the  new  single  push-button  mechanism  for  which  the  patent 
lending.  The  automatic  CFB  1901  chronograph  caliber  also  allows  the  wearer  to 
ick-set  local  time  in  hourly  increments  and  to  set  the  date  backwards  as  well. 
5  new  masterpiece  from  Carl  F.  Bucherer  will  thus  delight  both  frequent  flyers 
A  those  who  appreciate  complex  watch  movements. 


0 

Carl  F.  Bucherer 

FOR  PEOPLE  WHO  DO  NOT  GO  WITH  THE  TIMES. 


vw.carl-f-bucherer.com 


JEWELERS 

Established  1926 


nericana  Manhasset  516-627-7475  •  Greenvale  516-621-8844  •  Glen  Cove  516-671-3154  .  East  Hampton  631-329-3939  .  Southampton  631-287-4499 
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from.  With  affiliates,  firm  manages  $50  bil- 
lion today.  Tinkered  with  idea  of  selling 
stake  in  company  to  outside  investors  this 
spring;  put  on  hold  after  markets  turned 
downward  this  summer.  Duo  are  equal  part- 
ners in  TPG.  Bonderman:  "Bondo"  attended 
U.  of  Washington,  then  Harvard  Law; 
became  a  civil  rights  attorney  for  Depart- 
ment of  Justice.  Later  studied  Islamic  law  in 
Cairo;  speaks  several  languages.  Paid  the 
Rolling  Stones  to  play  his  60th  birthday 
parry  in  Las  Vegas  in  2002.  Coulter:  Studied 
at  Dartmouth,  then  Stanford  M.B.A.  Runs 
firm's  daily  operations,  makes  most  of  firm's 
investment  decisions.  Trustee  at  Stanford 
University. 


Peter  Kellogg 

$3.2  BILLION 

Investments.  Short  Hills,  N.J.  65. 

Married,  3  children  (1  deceased) 

FATHER,  JAMES,  WAS  FORMER  CHAIRMAN 
of  New  York  Stock  Exchange.  Joined  Wall 
Street  specialist  firm  in  1945;  firm  became 
Spear,  Leeds  &  Kellogg.  Peter  joined  as 
director  in  1973,  sold  to  Goldman  Sachs  for 
$6.5  billion  in  2000.  Now  holds  stakes  in 
laser  imaging  (Presstek),  over-the-counter 
meds  (Chattem),  paper  (Mercer  Interna- 
tional). Owns  3,000-acre  hunting  range  in 
New  Jersey. 

Kenneth  Griffin 

$3  BILLION 

Hedge  funds.  Chicago.  38. 

Divorced,  remarried 

STARTED  INVESTING  AS  A  HARVARD  UNDER- 
grad;  read  article  in  FORBES  about  Home 
Shopping  Network,  became  interested  in  the 
stock  market.  Managing  $1  million  of  family's, 
friend's  money  by  senior  year.  Convinced  by 
investor  Frank  Meyer  to  move  to  Chicago; 
founded  Citadel  Investment  Group  1990  with 
Meyers  money.  His  hedge  funds  said  to  have 
averaged  20%  net  of  tees  annually.  Assets  under 
management  exceed  $  1 6  billion.  Wife,  Anne 
Dias,  worked  foi  investing  legend  Julian 
Robertson  (see);  runi  Aragon  Global  hedge 
fund.  Paid  $80  milii  per  Johns  paint- 

ing "False  Start"  last 


Clemmie  Dixon  Spangler  Jr. 

$2.9  BILLION 

Investments.  Charlotte,  N.C.  75. 

Married,  2  children 

BANKING  MAVEN  STUDIED  ECONOMICS  AT 
U.  of  North  Carolina,  then  Harvard  Busi- 
ness School: "Dick"  salvaged  father's  Bank  of 
North  Carolina  before  it  merged  with 
NCNB  in  1982  (now  Bank  of  America). 
Today  owns  32  million  shares  of  BofA  worth 
$1.6  billion.  Other  investments:  National 
Gypsum  (drywall),  CD.  Spangler  Construc- 
tion (real  estate).  Became  UNC  President 
1986,  took  students  to  lunch  to  learn  what 
was  happening  on  campus.  Stepped  down 
1997;  donated  $27  million  to  UNC  to  fund 
various  professorships  in  May.  Repairs 
grandfather  clocks  in  spare  time.  Favorite 
indulgence:  "I  never  hesitate  to  order  choco- 
late milk." 


T.  Denny  Sanford 

.8  BILLION 

Banking,  credit  cards.  Sioux  Falls,  S.D.  71. 

Twice  divorced,  2  children 

ST.  PAUL,  MINN.  NATIVE  TOOK  FIRST  JOB  AT 
age  8  working  in  father's  garment  shop. 
Bought  First  Premier  Bank  in  1986,  later 
founded  credit  card  outfit  Premier 
Bankcard,  early  pioneer  in  subprime  lend- 
ing. Operations  now  controlled  through 
holding  company  United  National  Corp. 
Pretax  profits:  $310  million.  Getting  richer 
despite  attempts  to  "die  broke."  Donated 
$400  million  to  South  Dakota  Sioux  Valley 
Hospitals  &  Health  Services  in  February; 
gift  expected  to  focus  primarily  on  pedi- 
atrics. Friend  Newt  Gingrich  advising  health 
care  contributions.  Gave  another  $70  mil- 
lion to  convert  the  Homestake  gold  mine  in 
South  Dakota's  Black  Hills  into  an  under- 
ground science  and  engineering  laboratory. 
"We  believe  that  this  could  be  one  of  the 
great  science  centers  in  the  world." 


J.  Joseph  Ricketts  &  family 

$2.6  BILLION 

TD  Ameritrade.  Omaha.  66. 

Married,  4  children 

NATIVE  NEBRASKAN  RAN  DISCOUNT  STOCK 
brokerage.  Merged  with  small  online  bro- 
kerage 1995;  transformed  into  Internet  pow- 
erhouse Ameritrade  soon  after.  Took  public 
1997.  Stopped  $6  billion  takeover  bid  by 
rival  E-Trade  in  summer  2005;  bought  TD 
Waterhouse  for  $1.7  billion  a  few  months 
later.  Today  TD  Ameritrade  executes  over 
280,000  transactions  a  day,  managing  6.3 


million  accounts.  Feeling  pressure  from 
high-profile  investors  Steve  Cohen,  Barry 
Rosenstein  (see  both)  to  merge  with  another 
rival.  Son  Pete  ran  for  U.S.  Senate  last  year; 
dumped  personal  $12  million  into  bid. 
Vying  for  baseball's  Chicago  Cubs. 


Michael  Milken 

$2.5  BILLION 

Investments.  Los  Angeles.  61. 

Married,  3  children 

FINANCIAL  GENIUS  JOINED  WHAT  BECAME 
Drexel  Burnham  Lambert  1969.  Developed 
market  for  high-yield  junk  bonds,  fueled 
1980s  leveraged  buyout  mania.  Helped  fund 
cash  kings  of  The  Forbes  400:  Ted  Turner, 
Carl  Icahn,  Ronald  Perelman,  Henry  Kravis. 
Earned  $550  million  in  salary  and  bonus  in 
1986.  Ratted  out  by  fellow  arbitrager  Ivan 
Boesky;  plead  guilty  to  6  counts  of  securities 
fraud  1990.  Paid  $900  million  settlement; 
sentenced  to  10  years  in  prison,  released 
after  22  months.  Still  actively  trades. 
Investor  in  education  outfit  Knowledge  Uni- 
verse; company  sold  stake  earlier  this  year  to 
diversify  ownership.  Spends  majority  of 
time  on  philanthropy.  Charity  started  early: 
rode  bicycle  through  San  Fernando  Valley 
streets  collecting  dimes  and  quarters  for 
American  Cancer  Society  as  a  kid.  Donates 
to  doctors  looking  for  cures  for  prostate  and 
breast  cancers,  melanoma,  Alzheimer's,  dia- 
betes, leukemia,  AIDS. 


David  Gottesman 

$2.5  BILLION 

 -I 

Investments.  Rye,  N.Y.  81. 

Married,  3  children 

HARVARD  BUSINESS  SCHOOL  GRAD 
became  friends  with  Warren  Buffett  (see)  in 
1962.  Early  investor  in  Berkshire  Hathaway: 
today  owns  10,000  shares  worth  $1.2  bil- 
lion. Founded  investment  advisory  firm 
First  Manhattan  1964;  today  assets  exceed 
$14  billion.  Joined  Berkshire  board  of  direc- 
tors in  2003.  Shuns  the  billionaire  lifestyle 
Swimmer,  serves  on  board  of  Americar 
Museum  of  Natural  History  in  New  York 
City. 


Charles  Brandes 

$2.5  BILLION 

Money  management.  San  Diego.  64. 

Married,  2  children 

PITTSBURGH-RAISED  MONEY  MAN  STUD- 
ied  economics  at  Bucknell  before  graduate 
studies  at  San  Diego  State.  Became  discipl« 
Continued  on  page  274 
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making  the  sky  the  best  place  on  earth 


FRANCE  KLM 


www.airfrance.com/us 
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Edward  Lampert 

$4.5  BILLION 


Investments.  Greenwich,  Conn.  45. 

Married,  3  children 

CHAIRMAN  OF  ESL  INVESTMENTS 
kept  busy  during  high  school  read- 
ing corporate  reports,  financial 
textbooks.  Member  of  Skull  & 
Bones  at  Yale;  took  summer  job  at 
Goldman  Sachs.  Snagged  early 
investment  from  Richard  Rainwa- 
ter. Founded  own  firm  1988. 
Pulled  off  one  of  the  greatest  cor- 
porate comebacks  in  history  with 
2005  merger  of  Kmart  and  Sears, 
Roebuck.  Spent  several  hundred 
million  dollars  buying  distressed 
Kmart  bonds;  brought  company 
out  of  bankruptcy,  took  public 
2003.  Shares  rose  40%  between 
July  2006  and  April  of  this  year; 
down  25%  since.  Other  invest- 
ments: AutoZone,  AutoNation. 
Client  roster  includes  fellow  bil- 
lionaires Michael  Dell,  David  Gef- 
fen,  Tisch  family's  Loews  Corp. 
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in  me,  Pete  du  Pont,  and  a  world-class 
ster  of  experts  for  informative 
undtables  and  hard-hitting  panels  on 
ofit  and  politics  while  cruising  the 
bulous  Caribbean. 


s„  .  Antigua 


St.  Maarten  ♦  Grand  Turk  .  Miam 


November  30  -  December  11,  2007 
Panama  Canal 


eceive  a  full-color  conference  brochure  and  to  reserve  your  cabin 
call  800/530-0770  or  visit  www.lnvestmentCruise.com. 
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of  value  investor  Benjamin  Graham. 
Founded  Brandes  Investment  Partners  in 
1974;  today  manages  $125  billion.  Painstak- 
ing due  diligence:  only  invests  in  high- 
intrinsic-value  companies  with  low  stock 
prices,  waits  for  market  to  adjust.  On  boards 
of  Salk  Institute  for  Biological  Studies,  Whit- 
tier  Institute  for  Diabetes. 


William  Conway  Jr.  <2E) 

$2.5  BILLION 

Carlyle  Group.  McLean,  Va.  58. 

Divorced,  remarried;  1  child 


Daniel  D'Aniello  <SS> 

$2.5  BILLION 

Carlyle  Group.  Vienna,  Va.  61 . 

Married,  2  children 


David  Rubenstein  <S> 

$2.5  BILLION 

Carlyle  Group.  Bethesda,  Md.  58. 

Married,  3  children 


LEVERAGED  BUYOUT  TITANS  FOUNDED 
Carlyle  Group  1 987;  used  politically  connected 
advisers — including  former  President  George 
H.W.  Bush  and  former  British  prime  minis- 
ter John  Major — to  buy  defense-oriented 
companies,  turn  them  around,  sell  for  big  prof- 
its. Vilified  in  Michael  Moore's  2004  movie, 
Fahrenheit  9/1 1 ,  for  investing  Bin  Laden  fam- 
ily money;  rehabbing  image  since.  Cut  ties  with 
lightning-rod  advisers;  brought  on  ex-IBM 
chief  Louis  Gerstner,  former  Time  Inc.  editor 
in  chief  Norman  Pearlstine.  Diversified  port- 
folio. Today  firm  manages  $78  billion  across 
55  buyout,  leveraged  finance,  real  estate,  ven- 
ture capital  funds.  Big  deals:  with  partners,  | 
bought  pipeline  outfit  Kinder  Morgan  for  $22 
billion  last  year;  paid  Ford  Motor  $15  billion 
for  rental-car  firm  Hertz  in  2005.  Conway: 
Dartmouth  grad  earned  M.B.A.  at  U.  of 
Chicago.  Took  job  at  First  National  Bank  of 
Chicago,  became  chief  financial  officer  at  MCI. 
Runs  Carlyle's  investment  committee. 
D'Aniello:  Grew  up  in  Butier,  Pa.,  bagged  gro- 
ceries; mom  was  an  insurance  claims  agent. 
Studied  economics  at  Syracuse,  then  Harvard 
M.B.A.  Early  career  included  posts  at  Trans 
World  Airlines,  Pepsi.  Became  executive  at 


Marriott.  Runs  Carlyle's  day-to-day  operations. 
Rubenstein:  Baltimore  native  sold  magazines 
in  high  school.  Studied  political  science  at 
Duke,  then  law  at  U.  of  Chicago.  Became  a 
lawyer;  then  deputy  assistant  to  President 
Carter  for  domestic  policy  1977.  Road  war- 
rior: rumored  to  spend  two-thirds  of  the  year 
traveling  raising  funds.  Vice  chairman  of  New 
York's  Lincoln  Center. 


David  E.  Shaw 

$2.5  BILLION 

Hedge  funds.  New  York.  56. 

Married 

INVESTMENT  GEEK  USES  COMPLEX  ALGO- 
rithms  to  capitalize  on  tiny  anomalies  in  the 
stock  market.  Taught  computer  science  at 
Columbia  U.,  worked  at  Morgan  Stanley 
before  launching  hedge  fund  D.E.  Shaw  & 
Co.  from  an  apartment  above  a  communist 
bookstore.  Assets  have  swelled  from  $28 
million  to  $34  billion  in  20  years.  Recruits 
heavily,  hires  selectively;  only  one  in  500 
applicants  makes  the  cut.  Sold  20%  stake  to 
Lehman  Brothers  in  March.  Delegated  day- 
to-day  operations  to  others  to  focus  on 
medical  research;  D.E.  Shaw  Research  hires 
scientists  in  hopes  of  making  groundbreak- 
ing discoveries  while  reaping  financial 
rewards. 


John  Paulson  <22D 

.5  BILLION 

Hedge  funds.  New  York  City.  51. 

Married,  2  children 

NATIVE  NEW  YORKER  STUDIED  AT  NYU, 
then  Harvard  M.B.A.  Landed  job  at  Odyssey 
Partners,  private  equity  and  hedge  fund  op- 
eration run  by  Leon  Levy  and  Jack  Nash.  Be- 
came managing  director  in  mergers  and  ac- 
quisitions at  Bear  Stearns  before  founding 
Paulson  &  Co.  in  1995.  Tripled  his  hedge 
fund's  assets  to  $21  billion  while  short-sell- 
ing subprime  credit  this  year.  Prediction 
earned  him  more  than  $1.5  billion  before 
taxes.  Predicts  more  carnage  to  come:  says  the 
performance  of  these  pools  will  not  be  decided 
over  the  next  few  months,  more  likely  over 
the  next  few  years. 


Carl  Lindner  &  family 

$2.3  BILLION 

Investments.  Cincinnati,  Ohio.  88. 

Married,  3  children 

DROPPED  OUT  OF  HIGH  SCHOOL  AGE  14, 
delivered  milk  for  family's  dairy  store  during 
Depression;  workday  began  at  4  a.m. 
Siphoned  milk  to  open  ice  cream  shop  with 


2  brothers  and  $1,200  in  1940,  grew  into 
United  Dairy  Farmers  chain.  Left  to  pursue 
own  investments;  today  company  run  by 
brother  Robert,  operates  nearly  200  stores  in 
Ohio,  Kentucky,  Indiana.  Acquired  S&Ls 
1959;  expanded  into  insurance  1971.  With 
sons  owns  33%  stake  in  American  Financial 
Group.  Now  betting  on  alternative  energy; 
owns  Indiana  ethanol  producer  New  Energy 
Corp.  Minority  owner  of  pro  baseball's 
Cincinnati  Reds  spends  spare  time  taking 
long,  brisk  walks  for  exercise. 


Thomas  J.  Barrack 

$2.3  BILLION 

Colony  Capital.  Los  Angeles.  60. 

Divorced,  remarried;  4  children 

SURFER  STUDIED  AT  U.  OF  SOUTHERN 
California,  then  University  of  San  Diego 
Law  School.  Started  as  an  international 
finance  attorney,  moved  on  to  invest  with 
Robert  Bass  (see).  Founded  Colony  Capital 
1991,  bought  up  bad  real  estate  loans  from 
fledgling  S&Ls.  Now  owns  casinos  in 
Atlantic  City,  Gulf  states  and  Europe,  plus 
luxury  hotels  and  apartment  buildings. 
Assets  under  management:  $28  billion.  With 
brothers  Frank  and  Lorenzo  Fertitta  (see 
both),  taking  gambling  outfit  Station  Casi- 
nos private  for  $9  billion.  Also  owns  the 
$3,000-a-night  Costa  Smeralda  resort  in 
Sardinia.  Enjoys  polo. 


Franklin  Otis  Booth  Jr. 

$2.2  BILLION 

Berkshire  Hathaway.  Los  Angeles.  84.  Twice 
'   divorced,  remarried;  6  children 

GREAT-GRANDSON  OF  TIMES  MIRROR 
founder  Harrison  Gray  Otis  enrolled  at  Cal- 
tech  to  study  engineering  at  age  16.  Stanford 
M.B.A.,  then  worked  in  family  business  at  Los 
Angeles  Times  for  20  years.  Joined  Charles 
Munger  (see)  in  small  real  estate  deal;  met  War- 
ren Buffett  (see)  1963.  Invested  $1  million  in 
Berkshire  Hathaway;  today  stake  worth  SI. 9 
billion.  Began  dabbling  in  agriculture  40 
years  ago;  today  owns  a  9,000-acre  orange- 
growing  outfit  in  the  San  Joaquin  Valley.  "Its 
the  best  place  in  the  world  for  growing  navel 
oranges."  Otis  Orchards  includes  2  citrus-pack- 
ing houses,  plus  catde  ranch. 


Tom  Gores 

$2.2  BILLION 

Leveraged  buyouts.  Beverly  Hills,  Calif.  43. 

Married,  3  children 

PARENTS  EMIGRATED  FROM  ISRAEL,  SET- 
tled  in  Flint,  Mich.  Studied  real  estate 
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Who  helps  doctors  see  each 
patient  as  one  of  a  kind? 

We  do.  .  ... 


Innovations  from  Siemens  can  be  found  everywhere.  And  more  advanced  personalized 
healthcare  is  an  innovation  that's  closer  than  you  think.  Our  technology  and  process 
advancements  in  imaging,  laboratory  diagnostics  and  information  technologies  are 
enabling  customized  care  based  on  patients'  individual  needs.  Interventions  can  begin 
earlier  —  before  a  patient  experiences  symptoms  of  disease.  Hospitalization  can  be 
minimized  and  overall  healthcare  costs  reduced.  At  Siemens,  our  innovations  today  are 
working  toward  a  healthier  tomorrow. 


automation  &  control  •  building  technologies  •  energy  &  power  •  financial  services  •  hearing  solutions 

industrial  solutions  •  information  &  communication  •  lighting  ♦  medical  solutions  •  transportation  •  water  technologies 

usa.siemens.com/oneofakind 


SIEMENS 
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finance  at  Michigan  State;  spent  20s  learning 
buyout  business  alongside  older  brother 
Alec  (see)  at  Gores  Technology  Group.  Tom 
split  in  1995  to  form  Platinum  Equity; 
rebuilds  distressed  companies,  flips  for 
profit.  Today  owns,  manages  22  companies 
with  combined  sales  exceeding  $8  billion.  In 
July  agreed  to  buy  Chicago  steel  outfit  Ryer- 
son  for  $2  billion.  Delusions  of  Tinseltown 
grandeur:  invests  in  film  firms  Crescent 
Drive  Pictures,  360  Pictures;  executive  pro- 
ducer of  starlet  Lindsay  Lohan's  latest  flick, 
/  Know  Who  Killed  Me. 

John  Edward  Anderson 

$2.1  BILLION 

Investments.  Bel  Air,  Calif.  90. 

Married,  5  children  (1  deceased) 

SON  OF  A  BARBER  EARNED  CHILDHOOD 
cash  selling  popcorn  in  Minnesota.  Played 
hockey  for  UCLA,  started  out  earning  $14 
a  week  working  nights  at  an  aircraft  factory. 
Then  earned  Harvard  M.B.A.,  Loyola  law 
degree.  Became  a  naval  officer  during 
World  War  II;  studied  for  CPA  exam  in 
spare  time.  Founded  Ace  Beverage  1956 
with  exclusive  rights  to  distribute  Bud- 
weiser  in  parts  of  Los  Angeles.  Today  dis- 
tributes beer  in  L.A.,  Hawaii  (5  islands)  and 
the  Caribbean.  Added  insurance,  auto  deal- 
erships and  real  estate.  Big  supporter  of 
YMCA,  Boy  Scouts  of  America.  Empha- 
sizes saving:  "There  are  7  wonders  of  the 
world,  but  the  eighth  wonder  is  com- 
pounded interest."  Turned  90  in  September, 
attributes  longevity  to  5-mile  walks. 

Ernest  Rady 

$2.1  BILLION 

Banking,  insurance.  San  Diego.  70. 

Married,  3  children 

NATIVE  CANADIAN  FOUNDED  AMERICAN 
Assets  financial  services  and  real  estate  firm 
1966.  Jumped  into  insurance;  rose  to  chair- 
man of  Insurance  Company  of  the  West; 
renamed  Westcorp,  became  holding  com- 
pany for  Western  Financial  Bank  and  WFS 
Financial,  one  of  natii  i'j  I  irgest  auto  finance 
companies.  Bought  by  A  ichovia  for  $3.9  bil- 
lion in  stock  September  2006.  Today  owns 


-  9 

fv 


Henry  Kravis 


35.8  million  shares  worth  $1.7  billion;  stock 
down  13%  in  past  year.  Oversees  consumer 
finance  and  California  banking  divisions. 
Donated  $60  million  to  San  Diego's  Chil- 
dren's Hospital  2006. 


Charles  Munger 

$2  BILLION 


Berkshire  Hathaway.  Los  Angeles.  83. 

Divorced,  remarried;  8  children 

WARREN  BUFFETT'S  (SEE)  INDISPENSABLE 
consigliere.  Son  of  a  lawyer  grew  up  in 
Omaha  reading  medical  journals,  Ben 
Franklin  aphorisms.  Bred  hamsters,  traded 
them  to  other  children.  Studied  math, 


physics  at  U.  of  Michigan,  dropped  out  tc 
join  Army  Air  Corps.  Then  Harvard  Law 
Met  Buffett  at  a  dinner  party  1959;  due 
soon  began  investing  together.  Became  vice 
chairman  of  Berkshire  Hathaway;  owns 
15,000  shares  worth  $1.9  billion.  Obsessec 
with  due  diligence,  patience;  disdains  exces- 
sive executive  pay.  Authored  Poor  Charlie'. 
Almanack  2005;  tome  full  of  "Mungerisms' 
such  as:  "If  you  buy  a  few  great  companies 
you  can  sit  on  your  ass."  Nickname:  "Thi 
Abominable  No-Man."  Says  Buffett:  "If  w« 
ask  Charlie  something  and  he  says  'no,'  thei 
we  put  all  of  our  money  in  it.  If  he  say 
'that's  the  stupidest  thing  I've  ever  heard 
then  we  make  a  more  modest  investment.' 
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Whether  your  dream  involves  seeing  more  of  your  grandkids  or  seeing  more  of  the  world,  the  best  place  to 
tart  is  with  someone  who  believes  in  your  dreams.  That's  why  more  people  come  to  Ameriprise  for  financial 
ilanning  than  any  other  company.*  Our  Dream  >  Plan  >  Track  >®  approach  to  financial  planning  begins  with  your 
Ireams,  not  numbers.  Dream  >  Plan  >  Track  >  is  an  ongoing  process  where,  together,  you  and  an  Ameriprise 
inancial  advisor  will  define  your  dream,  develop  your  plan  and  track  your  progress  —  making  sure  your  dreams 
md  your  plans  are  one  and  the  same.  Get  started  today  at  ameriprise.com/plan  or  call  1-800-Ameriprise  to 
chedule  a  conversation  with  one  of  our  personal  financial  advisors. 


w    To  find  out  more  about  the  red  chair,  go  to  ameriprise.com/redchair. 

Ameriprise  Financial  is  pleased  to  be  using  an  authentic  Eames  DCW  manufactured  by  Herman  Miller,  Courtesy  Eames  Office  LLC,  www.eamesoffice.com,  www.eamesfoundation.org. 

Ameriprise  Financial  cannot  guarantee  future  financial  results.  Financial  planning  services  and  investments  available  through  Ameriprise  Financial  Services,  Inc.,  Member  FINRA  and  SIPC. 
Based  on  the  number  of  financial  planning  clients  annually  disclosed  in  Form  ADV,  Part  1A,  Item  5  available  at  advisorinfo.sec.gov  as  of  December  31,  2006. 
©  2007  Ameriprise  Financial,  Inc.  All  rights  reserved. 
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Thomas  H.  Lee 

$2  BILLION 

investments.  New  York  City.  63. 

Divorced,  remarried;  5  children 

AFFABLE  BUYOUT  MAVEN  PUTTING  THE 
money  men  of  The  Forbes  400  to  work. 
Founded  Blue  Star  hedge  fund  of  funds  in 
1999.  Today  outfit  believed  to  be  one  of  the 
world's  best-performing  fund  of  funds;  said 
to  have  returned  43%  last  year  net  of  fees. 
Harvard  grad  built  fortune  on  inheritance. 
Bought  Snapple  for  $135  million  in  1992, 
sold  2  years  later  for  $1.7  billion  to  Quaker 
Oats.  Rough  spot  last  year:  took  Refco  pub- 
lic via  his  Thomas  H.  Lee  Partners.  Severed 
ties  with  his  buyout  company  after  the  dis- 
covery of  fraud  and  conspiracy  at  the  com- 
modities brokerage.  Now  does  deals  I 
through  Lee  Equity  Partners;  owns  stakes  in 
Dunkin'  Donuts,  Warner  Music. 


J.  Christopher  Flowers 

$2  BILLION 

Investments.  New  York  City.  49. 

Married,  2  children 

I  CHESS-PLAYING  HARVARD  GRAD  GOT  START 
j  as  dealmaker  for  Goldman  Sachs;  named  part- 
ner 1 988.  Founded  J.C.  Flowers  &  Co.  buyout 
shop  decade  later.  With  Ripplewood  Lnvest- 
i  ments  chief  Timothy  Collins,  bought  Long 
Term  Credit  Bank  of  Japan  in  2000.  Renamed 
Shinsei  Bank,  cut  jobs,  fixed  balance  sheet,  i 
Partners  reaped  $2.3  billion  in  2004  public  of- 
fering. This  year  agreed  to  pay  $25  billion  for 
student  loans  firm  Sallie  Mae.  Other  invest- 
ments: NIBC  (Netherlands  bank),  Enstar 
Group  (financial  services). 


David  Tepper 

$2  BILLION 

Hedge  funds.  Chatham,  N.J.  49. 

Married,  3  children 

GREW  UP  IN  PITTSBURGH;  "NEVER  GOT  AN 
A  in  high  school."  Earned  M.B.A.  from 
Carnegie  Mellon.  Ran  junk  bond  desk  at 
Goldman  Sachs,  failed  to  become  a  partner. 
Left  to  start  hedge  fund  Appalcosa  Manage- 
ment in  1992.  Fund  up  150%  in  2003; 
believed  to  have  averaged  30%  returns  net  of 


fees  since  inception.  Today  manages  $7  bil- 
lion. Negotiations  with  bankrupt  auto  parts 
company  Delphi  Corp.  continue;  seeking 
bigger  stake  in  company  in  exchange  for 
advice,  much-needed  cash. 


Joshua  Harris  d3> 

$2  BILLION 

Leveraged  buyouts.  New  York  City.  43. 

Married 


Marc  Rowan  <2S> 

$1 .5  BILLION 

Leveraged  buyouts.  New  York  City.  45. 

Married 

PARTNERS  IN  LEON  BLACK'S  (SEE)  PRIVATE 
equity  company  Apollo  Management.  Both 
studied  at  U.  of  Pennsylvania;  Rowan  stayed 
at  Wharton  for  M.B.A. ,  Harris  moved  on  to 
Harvard  Business  School.  Took  jobs  in 
M&A  department  of  Drexel  Burnham  Lam- 
bert, joined  Black  to  create  Apollo  1990. 
Firm  has  raised  and  invested  $27  billion 
from  6  private  equity  funds.  Claimed  aver- 
age annual  return:  40%.  Harris:  serves  on 
Council  of  Foreign  Affairs,  American  Israel 
Public  Affairs  Committee.  Rowan:  active 
with  National  Jewish  Outreach  Program, 
Youth  Renewal  Fund. 


R.  Allen  Stanford  • 

$2  BILLION 

Financial  services.  U.S.  Virgin  Islands.  57. 

Separated,  6  children 

DISTANT  RELATIVE  OF  STANFORD  UNIVER- 
sity's  founder  grew  up  in  Texas.  Made  first 
fortune  early  1980s  building  houses  in 
Houston.  Expanded  insurance  and  real 
estate  firm  grandfather  started  in  the 
Depression  into  global  financial  services 
provider.  Today  manages  $43  billion.  Invest- 
ing $100  million  in  Caribbean  cricket 
league.  Knighted  by  the  government  of 
Antigua  and  Barbuda  last  November. 

George  L.  Lindemann 
&  family 

$1  .9  BILLION 

Investments.  Palm  Beach,  Fla.  71. 

Married,  3  children 

MANHATTAN-BORN  WHARTON  GRAD 
joined  father's  cosmetics  and  hair  care  prod- 
ucts company  1958.  Eventually  took  over, 
developed  new  contact  lens  design  before 
selling  out  to  Cooper  Labs  for  $60  million  in 
1971.  Created  Vision  Cable;  acquired  New 
Jersey  cable  licenses,  built  230,000  sub- 


scriber base  in  6  states.  Sold  operation  to 
Newhouse  brothers  (see)  for  $220  million 
1982.  Later  built  cell  phone  outfit  Metro 
Mobile,  sold  to  Bell  Atlantic  for  $2.5  billion 
1991.  Now  lords  over  natural  gas  transporter 
Southern  Union;  with  family,  owns  stake 
worth  $525  million.  Current  investment 
strategy:  "I  give  my  money  to  Ron  Baron 
(see)  and  blindly  trust  it  will  go  up  15%  a 
year.  It  usually  does." 


John  Calamos  &  family 

$1.9  BILLION 

Mutual  funds.  Aurora,  III.  67. 

Divorced,  remarried;  2  children 

SON  OF  GREEK  IMMIGRANTS  GREW  UP 

I  above  family's  Chicago  grocery  store.  Devel- 
oped passion  for  stock  market  in  teens  after 
investing  parents'  $5,000  nest  egg.  First  in  fam- 
ily to  graduate  from  college;  joined  Air  Force, 
piloted  0-2  Skymasters  in  Vietnam.  Earned 

j  M.B.A.  from  Illinois  Institute  of  Technology, 
became  early  authority  on  convertible  secu- 

I  dues;  launched  investment  outfit  that  eventu- 
ally became  Calamos  Asset  Management  in 
1977.  Public  2004;  shares  down  45%  since  early 

j  2006.  Calamos  Growth  Fund  currently  lagging 
behind  the  S&P  500.  Assets  under  manage- 
ment: $43  billion.  "Investing  is  a  lot  like  fly- 
ing. You  can't  avoid  risk  But  to  succeed,  you 
must  manage  it."  Keeps  aviation  skills  honed 
flying  his  Marchetti  jets. 


Michael  Price 

$1.8  BILLION 

Investments.  Far  Hills,  N.J.  55. 

Divorced,  remarried;  4  children 

BRUSQUE  MONEY  MANAGER  SOLD  HEINE 
Securities  to  Franklin  Resources  for  $670 
million  and  5-year  employment  contract  in 
1996.  Now  runs  private  MFP  Investors; 
assets  under  management  exceed  SI  billion, 
much  of  it  his  own  money.  Head  of  Rupert 
Murdoch  fan  club:  firm  will  earn  $36  mil- 
lion when  media  tycoon's  buyout  of  Dow 
Jones  is  finalized. 


Sanford  Weill 

$1.8  BILLION 

Citigroup.  New  York  City.  74. 

Married,  2  children 

BANKING  BIG  SHOT  GOT  START  AS  A  RUNNER 
for  Bear  Stearns  1955;  earned  $150  a  month  I 
Cash-strapped  newlywed  lived  at  mother? 
Brooklyn  home  during  the  week  with  wife 
Joan;  finally  moved  out  when  Joan  was  t 
months  pregnant.  Became  president  of  Amer- 
ican Express  1983.  Created  insurance  behe- 
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why  Malaysia 

Is  a  Hot  Spot  for 

Offshore  Outsourcing 

Proven  Value  Beyond  Cost  Reduction 

_  ■  By  Kathleen  Gooisby 


Driving  Transformation 


If    :     -  rh 


haven't  considered  Malaysia,  think  again, 


AT. 


KEARNEY'S  2007  INDEX  of 
the  50  most  attractive  offshoring  locations 
ranks  Malaysia  third  in  the  world,  hot  on 
the  heels  of  India  and  China  in  the  criteria 
of  financial  attractiveness  and  workforce 
skills/availability.  In  the  business  environ- 
ment criteria,  Malaysia  scored  2.0,  higher 
than  the  1.4  of  India  and  China. 

Malaysia's  service  providers  offer  market- 
leading  services.  SnT  Global,  for  example, 
offers  e-Fulfillment,  after-market  services 
and  contact  center  services,  but  it  specializes 
in  lead  logistics  management.  It  manages 
logistics  activities  of  its  clients'  suppliers 
around  the  world,  including  interpreting 
diverse  performance  metrics,  facilitating 
tighter  delivery  schedules,  reducing  costs, 
managing  warranties  and  ensuring  less 
product  damage. 

Chief  Executive  Officer  David  Wong  says 
SnT's  expertise  extends  beyond  its  propri- 
etary supply  chain  software  and  process 
methodology.   "We  focus  on  customer 


relationships  and  act  long-term  to  bring  the 
best  resources  to  clients.  We  are  always  in 
discovery  mode,  seeking  ways  to  raise  the 
bar  to  help  our  clients  grow  their  business." 

Cost  reduction  is  still  a  driver  for  offshore 
outsourcing,  but  savings  through  labor  arbi- 
trage and  process  efficiencies  are  a  given 
today  and  not  the  only  reason  companies 
look  to  Malaysia  for  competitive  advantages. 
Malaysian  providers  are  demonstrating  a 
partnering  approach,  flexibility  and  align- 
ment of  interests  to  enable  clients'  innovation 
and  strategic  growth. 

"Partnering  is  the  backbone  of  our  client 
relationships,"  states  Abdul  Hamid  Sheikh 
Mohamed,  executive  director,  Vsource 
Asia.  "Our  clients  are  typically  in  a  rapid- 
expansion  mode  and  entering  or  growing 
new  markets  in  the  Asia-Pacific  region.  We 
accelerate  their  presence  and  increase 
chances  of  success." 

In  addition  to  contact  management 
solutions,  Vsource  Asia,  named  among  the 
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MALAYSIA 

'i|M.i;»itdJ»ig  Transfo'irutlon 


About 
MSC 
Malaysia 


MSC  Malaysia  is  a  Malaysian  government  initiative  providing  a  test  bed  for  global  ICT.  It 
enabling  environment  facilitates  companies'  harnessing  ICT  and  multimedia  technologies'  fu 
potential  and  attracts  global  ICT  companies  to  develop  and  host  leading-edge  technologie 
in  MSC  Malaysia  Cybercities.  It  is  also  a  growth  environment  for  transforming  Malaysian  IC 
SMEs  into  world-class  companies.  Explore  the  opportunities  of  locating  in  MSC  Malaysia  an 
being  part  of  this  global  network. 
www.msc.com.my 


He  says  EA  Cap  commits  to  risk-based 
pricing  based  on  deliverables  and  achieve- 
ment of  measurable  benefits.  When  a  U.S. 
city  council  engaged  the  firm  to  implement 
an  enterprise  resource  planning  (ERP)  sys- 
tem to  increase  the  city's  responsiveness  to 
citizens,  EA  Cap's  pricing  model  with  a 
partnering  perspective  and  required  client 
sign-offs  where  milestones  were  achieved 
gave  the  client  confidence  of  its  ability  to 
control  outcomes  and  ensure  flexibility. 

"Providing  total  customer  delight"  is  the 
aim  of  SCICOM  (MSC),  Malaysia's  largest 
contact  center  provider.  It  serves  companies 


a  not-for-profit  organization  spearheaded  c 
three  leading  Malaysian  institutions  an 
senior  leaders  from  the  global  servia 
industry.  In  addition  to  innovation  and  be 
practices,  Malaysia  is  a  prime  location  fc 
offshore  outsourcing  services  because  of  ii 
low  telecom  costs,  world-class  talent  poo 
low  attrition,  multilingual  workforce  (speal 
ing  all  Asia-Pacific  and  Mid-East  languag< 
and  dialects),  cosmopolitan  lifestyle  an 
political  stability. 

"Over  the  past  decade,  Malaysia  hi 
been  home  to  many  large  multinationa 
such  as  HSBC,  Dell  and  TRW  for  the 


Such  vibrant  growth  is  in  line  with  the  government's  aspirations 
to  deliver  the  best  for  companies  operating  in  Malaysia  and,  at  the 
same  time,  develop  local  capabilities  to  deliver  globally. 


"Top  10  Best  Performing  Global  Call 
Centre  Providers"  in  2007  by  CMP  Media's 
Global  Services  magazine,  provides  human 
resources  solutions  and  front-end  services 
such  as  direct  sales  of  clients'  products. 

Vsource  assisted  a  client  in  meeting  its 
timeline  in  a  buy-out  situation.  It  provided 
integrated  payroll  solutions  for  6,000 
employees  across  six  countries,  enabling 
completion  of  the  acquisition  and  integra- 
tion within  three  months  instead  of  six, 
achieving  significant  risk  and  cost  reduction. 


Badlisham  Ghazali,  CEO,  MDeC 


Malaysia  is  also  home  to  EA  Consulting 
Asia  Pacific  (EA  Cap),  an  IT  management 
provider  for  leading  companies  and  public- 
sector  entities.  Listed  as  one  of  the  "Top 
100  Global  Most  Innovative  Service 
Providers"  by  Global  Services  magazine, 
EA  Cap  also  places  emphasis  on  a  partner- 
ing mind-set.  Vice  President  Bobby 
Varanasi  explains,  "While  outsourcing 
projects  are  driven  by  customers'  needs  to 
reduce  costs,  improve  quality  or  move 
toward  more  integrated  technologies, 
issues  emanating  from  pace  of  change, 
resource  resistance  toward  more  account- 
able systems,  etc.,  pose  greater  risks.  Such 
risks  are  amplified  it  there's  no  shared  own- 
ership, and  failure  looms  large  despite 
well-planned  engagements." 


in  70  countries  and  in  over  41  languages. 
According  to  Leo  Ariyanayakam,  CEO  and 
group  executive  director,  SCICOM  has  an 
open-book  model,  providing  operational 
and  financial  transparency  to  clients.  Its 
"future-ready"  contact  centers  enable  visi- 
bility of  customer  calls  and  e-mails  in 
Malaysia  and  India  at  the  same  time. 

SCICOM's  change-management  tools 
and  cultural  change  program  are  signifi- 
cant benefits  to  clients  transitioning  work 
to  SCICOM.  There  is  usually  resistance 
when  companies  transition  an  in-house  sit- 
uation or  animosity  when  they  transition 
from  another  service  provider.  "We  have  a 
dedicated  project  management  office  with 
experienced  professionals  who  plug  the 
gaps  to  minimize  disruption  during  transi- 
tion," states  Ariyanayakam.  "This  is  key 
not  only  to  achieving  value  in  terms  of 
quality  and  cost  from  the  outset,  but  also  to 
protect  clients'  brands." 

These  companies  are  part  of  Outsourcing 
Malaysia  (www.outsourcingmalaysia.org.my), 


-Badlisham  Ghazali,  CEO,  MDeC 

shared  services  activities.  It  is  also  hom 
to  many  international  service  provide: 
such  as  IBM,  EDS,  ACS  and  Satyam,  deli 
ering  their  services  globally  froi 
Malaysia,"  says  MDeC  CEO  Badlishai 
Ghazali.  "This  has  contributed  to  tt 
vibrant  growth  in  the  Shared  Services  an 
Outsourcing  (SSO)  sector  in  Malaysia,  an 
naturally  led  to  the  development  c 
Malaysian  companies  aspiring  to  tap  int 
the  global  SSO  pie.  This  is  in  line  with  tb 
government's  aspirations  to  deliver  th 
best  for  companies  operating  in  Malaysi 
and,  at  the  same  time,  develop  local  cap 
bilities  to  deliver  globally." 

Malaysia's  attractiveness  as  a  hub  fc 
global  services  delivery  is  due  in  part  to  tin 
government's  policies  and  incentives  fc 
companies  locating  in  MSC  Malaysia.  Coi 
areas  in  MSC  Malaysia  are  equipped  wit 
high-capacity  global  telecommunicatior 
and  logistics  networks.  More  than  1,80 
multinationals  and  Malaysian  companit 
are  located  in  this  ICT  superpower.  I 


—  MALAYSIA — 

Spearheading  Transformation 


WHY  ARE  YOU  NOT 


one  of  the  many  renowned  companies 
already  thriving 


AT  MSC  MALAYSIA 


The  world  is  increasingly  aware  of  MSC  Malaysia's  potential. 
MSC  Malaysia  is  already  partnering  many  global  ICT  players 
that  see  the  advantage  in  its  unique  value  propositions. 
Competitive  costs,  rewarding  guarantees,  market  access 
and  ICT-enabled  human  capital  -  all  at  the  ready  to  give 
vour  business  the  edge  Vet  -  you're  waiting? 

I've  chosen  to  empower  my  business  with  MSC  Malaysia. 
It's  time  vou  do  too. 


ivm 

Your  one-Hop  super  shop  to  MSC  Malaysia 

MSC  MALAYSIA  CLIENT  CONTACT  CENTRE  (CMC)  •  1-800- 


MSC  Malaysia  -  Giving  you  the  edge  through  ICT 

3-8338  (within  Malaysia)  •  +603  831  5  3000  •  elk -@mdec.com. my  •  www.msc.com.my 
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moth  Travelers  Group  through  acquisitions, 
then  merged  with  Citicorp  in  1998.  Citigroup 
now  one  of  worlds  largest  financial  sendees 
companies.  Remains  chairman  emeritus. 
Committed  $300  million  to  Cornell  U.  in  June, 
chairman  of  Carnegie  Hall  has  managed 
New  York  theaters  endowment  from  S2.3  mil- 
lion in  1991  to  S300  million  today. 

Kenneth  L.  Fisher 

S1.8  BILLION 

Money  management.  Woodside,  Calif.  56. 

Married,  3  children 

FATHER,  PHILIP  (D.  2004j,  RAN  INVESTMENT 
firm,  built  reputation  with  buy-and-hold 
philosophy,  early  tech  investments.  Ken 
went  to  Humboldt  State  U.  to  study  forestry, 


graduated  with  degree  in  economics. 
Worked  for  dad  after  college;  struck  out  on 
own  1973.  Father  of  the  price/sales  ratio. 
Author  (Super  Stocks;  The  Only  Three  Ques- 
tions That  Count),  long-running  FORBES 
columnist  runs  Fisher  Investments.  Assets 
under  management:  S42  billion.  History 
buff;  supports  studies  on  coastal  redwood 
trees.  Owns  SI 00  million  in  California  real 
estate. 

Louis  Moore  Bacon 

$1.7  BILLION 

Hedge  funds.  London.  50. 

Divorced,  remarried;  6  children 

HEDGE  FUND  GURU  GREW  UP  IN  RALEIGH, 
N.C.;  father  worked  in  real  estate.  Studied 
literature  at  Middlebury  College.  Hired  as 
fishing-boat  captain  by  former  NYSE  board 
member  Walter  Frank;  Wall  Street  veteran 
encouraged  him  to  go  to  Columbia  busi- 
ness school.  Founded  Moore  Capital  in 
1 989;  returned  86%  in  first  year  on  savvy 
bet  that  Gulf  war  would  drive  up  oil  prices. 
Assets  under  management:  S13  billion.  Last 
year  returned  16.7%  after  fees  (25%  of  prof- 
its, 3%  of  assets).  Recently  opened  new 


Canadian  office  run  by  refugees  of  Ama-i 
ranth,  the  trading  outfit  bankrupted  by  St 
billion  losing  bet  on  natural  gas  last  fall 
Hunter  stalks  game  on  453-acre  Robin: 
Island  in  Long  Island's  Peconic  Bay.  Tiec 
the  knot  in  February  with  longtime  girl 
friend,  art  consultant  Gabnelle  de  Heinricr 
Sacconaghi. 

Wilbur  Ross  Jr. 

$1  .7  BILLION 

Leveraged  buyouts.  Palm  Beach,  Fla.  69. 

Twice  divorced,  remarried;  2  children 

YALE  GRAD  DREAMED  OF  BEING  A  WRITER 
Lawyer's  son  parked  cars  at  racetrack  ii 
Monmouth,  N.J.  Summer  job  on  Wal 
Street.  Landed  job  at  Rothschild  1976 
cleaned  up  messes  left  by  Drexel  Burnhan 
iunk  bond  financings  as  a  bankruptcy  spe 
cialist.  Founded  WL.  Ross  &  Co.  in  200C 
Made  fortune  investing  in  troubled  stee 
and  coal  companies.  Sold  stake  in  one  o 
his  buyout  firms  to  Amvescap  for  S375  mil 
lion  last  year.  Now  buying  up  auto  part 
companies.  Collects  contemporary  Chines 
and  Vietnamese  art  acquired  during  visit 
to  offshore  factories. 
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ACTIONS 

•creating* 

VALUE 


Our  Companies: 

•  Coca-Cola  FEMSA.  The  world's 
largest  Coca-Cola  bottler,  outside 
the  United  States. 

•  FEMSA  Cerveza.  The  only  brewery 
with  operations  in  Mexico  and 
Brazil,  two  of  the  most  important 
beer  markets  in  Latin  America. 

•  FEMSA  Comercio.  Biggest  and 
fastest-growing  convenience  store 
chain  in  Mexico. 


Over  a  century  building 
a  successful  business 
culture,  centered  on  the 
generation  of  economic 
and  human  value. 


FEMSAUBD 


FEMSV 

Latin  America's  Beverage  Leader 


SOCIALLY 
RESPONSIBLE 
COMPANY 

3  YEARS 


INCLUSIVE 
COMPANY 


FAMILIARLY 
RESPONSIBLE 
COMPANY 


INVESTOR  RELATIONS:  (52.81)  8328.6167  /  investoriafemsa.com.mx 
CORPORATE  COMMUNICATIONS:  JAIME  TOUSSAINT  /  CAROLINA  ALVEAR  (52.81)  8328.6046  /comunlcaclon*femsa.com.mx 


j.fe 


www.femsa.com 
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Robert  Day 

$1.6  BILLION 

Money  management.  Los  Angeles.  63. 

Married,  3  children 

FOUNDED  ASSET  MANAGEMENT  FIRM  TRUST 
Company  of  the  West  1971.  Company  incre- 
mentally acquired  by  French  bank  Societe 
Generale.  Today  owns  3  million  shares.  Also 
550,000  acres  of  Florida  timberland,  stake  in 
1 ,800-acre  golf  resort  in  Cabo  Del  Sol.  Leads 
W.M.  Keck  Foundation. 


Wesley  Edens  <2E> 

51  .6  BILLION 

Fortress  Investment  Group.  New  York  City.  45. 

Married,  4  children 


Michael  Novogratz  CE> 

$1  .5  BILLION 

Fortress  Investment  Group.  New  York  City.  42. 

Married,  4  children 


Peter  Briger  Jr.  CE2> 

51. 5  BILLION 

Fortress  Investment  Group.  New  York  City.  43. 

Married,  4  children 

ALTERNATIVE  ASSET  MANAGERS  BECAME 
billionaires  in  February  with  public  offering 
of  Fortress  Investment  Group.  Former  Lehman 
Brothers  partner  Edens  founded  Fortress  in 


1998  with  Robert  Kauffman  and  Randal  Nar- 
done.  Novogratz  and  Briger  joined  4  years  later. 
Today  firm's  private  equity,  hedge  fund,  real 
estate  operations  manage  S43  billion.  Shares 
down  45%  since  offering,  keeping  Kauffman 
and  Nardone  off  The  Forbes  400.  Group  sold 
minority  interest  to  Japanese  investment  firm 
Nomura  for  $890  million  last  December;  each 
has  also  earned  more  than  S 100  million  in  net 
cash  payouts  since  2005.  Edens:  studied  finance 
at  Oregon  State,  led  private  equity  division  at 
Black  Rock  Financial.  Then  Lehman.  Now 
Fortress  chief  executive;  manages  private 
equity,  publicly  traded  alternative  investment 
businesses.  Novogratz:  Princeton  grad  served 
as  a  helicopter  pilot  in  Army.  Held  posts  at 
Goldman  Sachs  in  Asia,  Latin  America.  Runs 
Fortress  global  funds.  Briger:  studied  at 
Princeton,  Wharton  M.B.A.  Spent  15  years  at 
Goldman,  now  oversees  Fortress'  hybrid 
hedge  fund. 
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THE  CHICAGO  SPIRE 


INSPIRED  BY  NATURE 
IMAGINED  BY  CALATRAVA 


'I  WOULD  LIKE  THIS 
PARTICULAR  SHAPE  TO  BREATHE,  AND  HAVE 
SUBTLE  MOVEMENT.  BREATHING  IS  THE  FIRST 
SIGN  OF  BEING  ALIVE,  AS  THE  BUILDING  IS  ALIVE. 

Santiago  Cakitrava 

THE  CHICAGO  SPIRE  BY 
SANTIAGO  CALATRAVA  IS  A  COLLECTION 
OF  UNIQUE  AND  EXTRAORDINARY 
CONDOMINIUM  RESIDENCES.  THE  MOST 
SIGNIFICANT  DEVELOPMENT  IN  THE  WORLD. 


REGISTER  YOUR  INTEREST  AT 
WWW.THECHICAGOSPIRE.COM 
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Fayez  Sarofim 

$1  .5  BILLION 

Finance.  Houston.  78. 

Twice  divorced,  5  children 

SON  OF  WEALTHY  EGYPTIAN  COTTON 
farmer  earned  Harvard  M.B.A.  before 
founding  Fayez  Sarofim  &  Co.  investment 
bank  1958.  A  buy-and-hold  specialist,  "The 
Sphinx"  made  fortune  on  long-term  invest- 
ments in  Philip  Morris,  Coca-Cola,  Proc- 
ter &  Gamble.  Early  Intel  investor's  blue- 
chip  stock  fund  continues  to  struggle;  assets 
under  management  down  21%  to  $33  bil- 
lion over  past  year.  Son  Christopher,  40, 
now  fathers  heir  apparent.  Sits  on  board  of 
Memorial  Sloan- Kettering  Cancer  Center. 


Joseph  Steinberg  <©> 

$1  .5  BILLION 

Banking,  insurance.  New  York  City.  63. 

Married,  3  children 

PRESS-SHY  VALUE  INVESTOR  MET  PARTNER 
Ian  Gumming  at  Harvard  Business  School. 
Duo  bought  stake  in  bankrupt  holding 
company  early  1970s;  renamed  Leucadia 
National,  took  full  control  1979.  Seeks  hid- 
den value  in  companies  with  depressed 
stock  prices.  Firm  acquired  vacation  prop- 
erty manager  ResortsQuest  International  in 
June  for  $15  million.  Leucadia  shares  up 
69%  over  past  1 2  months.  Chairman  of  real 
estate  developer  HomeFed;  net  margins  last 
year  were  40%.  On  boards  of  Premier 
Entertainment  Biloxi  (movies),  Fortescue 
(Australian  mining). 


Jerome  Kohlberg 

$1  .5  BILLION 

Leveraged  buyouts.  Mount  Kisco,  N.Y.  82. 

Married,  4  children 

HARVARD  M.B.A.  LEFT  BEAR  STEARNS  IN 
1976  to  start  leveraged  buyout  firm  KKR 
I  with  Henry  Kravis  and  George  Roberts  (see 
■  both).  Bought  undervalued  companies 
using  debt,  cleaned  up  balance  sheets,  sold 
for  big  profits.  Left  1987,  missed  out  on 
famed  $25  billion  takeover  bid  for  RJR 
Nabisco.  Founded  Kohlberg  &  Co.  1987. 
Retired  1994;  son  fan*    now  in  charge. 


Robert  Friedland 

$1  .5  BILLION 

Mining.  Singapore.  57. 

Married,  3  children 

CHICAGO  NATIVE  ATTENDED  REED  COLLEGE 
in  Oregon;  studied  Sanskrit,  Buddhism  in 
India  after  graduating.  Returned  home,  dis- 
covered abandoned  gold  mine  on  a  parcel  of 
timberland.  Opened  gold  operations  in  Col- 
orado 1980s,  some  employees  sued  by  EPA 
over  alleged  contamination  of  Alamosa  River. 
Settled  case  in  2000  for  $20.3  million  without 


admitting  wrongdoing;  government  paid  his 
$1.25  million  lawyer  bill.  Found  large  nickel 
deposit  at  Voisey's  Bay,  Nfld.;  made  first  for- 
tune selling  nickel-rich  property  to  Inco  for 
$3.2  billion  1996.  Today  publicly  traded  Ivan- 
hoe  Mines  has  invested  $620  million  to  mine 
in  Mongolia.  Negotiated  agreement  with  the 
Mongolian  government  to  develop  copper  and 
gold  mine  in  July;  awaiting  approval  of  nations 
Parliament.  Sold  10%  stake  of  company  to 
mining  firm  Rio  Tinto  for  $300  million  last 
year.  Prospecting  for  copper,  gold  in  Australia, 
China  and  Kazakhstan. 
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Business  Leader 
of  the  Year. 
An  inspired  choice 


In  Spain,  entrepreneur  Esther  Koplowitz  has  guided 
FCC  to  leadership  in  the  construction,  environmental 
services  and  cement  industries. 

Here  in  New  York,  FCC's  advertising  subsidiary, 
Cemusa,  is  responsible  for  the  stylish  new  street  furniture 
that  is  enhancing  the  city...  and  generating  hundreds  of 
millions  of  dollars  for  the  five  boroughs. 

We  recognize  Mrs  Koplowitz's  contribution  to  our 
local  comfort  and  convenience.  We  also  recognize  FCC's 
global  contribution  to  a  cleaner,  healthier  environment 
through  solid  waste  collection  and  disposal,  street 
cleaning,  public  transport,  water  supply  and  drinking  and 
wastewater  treatment  plants. 


Municipalities  worldwide  depend  on  FCC  for  reliable, 
cost-efficient  infrastructure  and  services.  FCC  is 
committed  to  developing  initiatives  that  benefit  both 
society  and  the  business  community. 

But,  beyond  ensuring  FCC's  commitment  to 
sustainability  and  environmental  issues,  Mrs  Koplowitz 
also  contributes  directly  to  improving  the  lives  of 
those  in  need. 

The  Esther  Koplowitz  Foundation  provides  housing 
and  support  to  the  physically  and  mentally  challenged,  and 
is  a  major  investor  in  medical  research  and  development. 

To  honor  these  achievements  we  have  named 
Esther  Koplowitz  Business  Leader  of  the  Year  2007. 


Op. 

THE  SPAIN  -  U.S.  CHAMBER  OF  COMMERCE 

CAMARA  DE  C0MERCI0  ESPANA-ESTADOS  UNIDOS 
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Gerald  J.  Ford 

$1  .5  BILLION 


Banking.  Dallas.  63. 

Divorced,  remarried;  6  children 


TEXAS  FARM  BOY  BOUGHT  FIRST  BANK  IN 
1975  for  $1.2  million,  later  sold  with  other 
banks  for  $100  million.  Biggest  windfall: 
with  Ronald  Perelman  (see),  sold  California's 
Golden  State  Bancorp  to  Citigroup  for  $6 
billion  in  stock  2002.  Today  owns  Citi  shares 
worth  $1.1  billion.  Looking  for  another 
score  via  Fremont  General;  with  partners, 
investing  $80  million  in  the  California  bank. 
Other  investments  include  AmeriCredit  and 
Triad  Financial  (auto  finance),  McMoran 


Exploration  (oil  and  gas).  Southern 
Methodist  U.  alum  donated  $20  million  in 
1997  to  build  new  football  venue;  SMU 
Mustangs  now  play  at  Ford  Stadium.  Owns 
cattle  ranch  in  New  Mexico,  Hamptons 
mansion.  . 

Thomas  Marsico 

$1  .5  BILLION 

Money  management.  Cherry  Hill  Village, 
Colo.  52.  Married,  3  children 

STAR  MUTUAL  FUND  MANAGER  BUYING 
back  his  Marsico  Capital  Management  6 
years  after  selling  it  to  Bank  of  America  for 
$1.1  billion;  $2.7  billion  deal  will  close  later 
this  year.  Assets  under  management:  $96  bil- 
lion. Started  career  at  Boettcher  &  Co.  1979. 
Moved  to  Janus  1986;  hoped  to  buy  firm,  go 
public.  Bolted  when  plans  faltered  1997; 
launched  Marsico  Capital  later  that  year. 
Avoided  tech  bust  by  selling  dot-com  stocks 
early,  bet  on  companies  with  predictable 
earnings.  Owns  stakes  in  UnitedHealth 
Group,  Wynn  Resorts,  Goldman  Sachs. 


Alec  Gores 

$1  .5  BILLION 

Leveraged  buyouts.  Beverly  Hills,  Calif.  54. 

Twice  divorced,  remarried;  5  children 

ISRAELI  IMMIGRANT  RAISED  IN  FLINT,! 
Mich.  First  job  at  GM.  Founded  Goresl 
Technology  Group  buyout  firm  1987  aften 
selling  computers  out  of  his  father's  base- 
ment. Prefers  to  buy  divisions  of  technol- 
ogy firms.  Opened  to  outside  investors] 
2003.  Today  owns  1 1  companies  through  2 
private  equity  funds,  telecom  outfits  includ- 
ing SER  Solutions,  First  Communications.  ] 
Brother  Tom  (see)  runs  competing  Platinum 
Equity. 

Ronald  Baron  <ZE2> 

$1 .5  BILLION 

Money  management.  New  York  City.  64. 

Married,  2  children 

ARMY  ENGINEER'S  SON  GREW  UP  OUTSIDE] 
Asbury  Park,  N.J.  Studied  chemistry  at] 
Bucknell  U.,  worked  as  patent  examiner 


Thomas  H.  Lee 


Dick  Mount 
Executive  Vice  President 
Associated  Produce  Deal 


"VALUE  SOLD  US." 

"Associated  Produce  Dealers  represents  80  companies  with  over  1,000  union  and  non-union 
associates.  By  working  with  Health  Net  and  their  broad  range  of  plans,  we've  worked  out  an 
excellent  balance  of  costs  and  benefits.  They're  a  true  strategic  partner.  They  help  us  run 
our  business  more  effectively."  To  learn  about  the  full  range  of  health  care  plans,  call  your 
Health  Net  Broker,  or  Health  Net  at  1-800-447-8812,  option  1.  Or  visit  www.healthnet.com. 


4fP 


Health  Net 


A  BETTER  DECISION 


HMO,  EOA,  POS  and  Salud  con  Health  Net  HMO  plans  are  offered  by  Health  Net  of  California,  Inc.  PPO.  Flex  Net  and  Salud  con  Health  Net  PPO  and  EPO  insurance  plans  are  underwritten  by 
Health  Net  Life  Insurance  Company.  Health  Net  of  California,  Inc.  and  Health  Net  Life  Insurance  Company  are  subsidiaries  of  Health  Net.  Inc.  ©  2007  Health  Net  of  California,  Inc.  Health  Net » 

/<:  a  reoistererl  sen/ire  mark  nf  Health  Net  Inr  All  riphts  reserved 


Ultimate  Resort®  Luxury  Destination  Clubs  is  a  private  club  offering  flexible  access  to  a 
growing  portfolio  of  spectacular  residences  in  25  resort  and  metropolitan  locations 
throughout  the  U.S.,  Mexico,  Europe  and  the  Caribbean.  These  beautifully  appointed 
homes  provide  memorable  settings  for  family  vacations,  romantic  getaways  and 
corporate  retreats  and  incentives,  and  all  are  yours  for  the  choosing  when  you  join 
Ultimate  Resort.  It's  the  Ultimate  way  to  bring  family  and  friends  together. 

LUXURY  DESTINATION  CLUB 

Unique  o  ffer  for  American  Express*  Cardmembers! 

join  Ultimate  Resort  using  your  enrolled  American  Express  Card,  and  earn  double 
Membership  Rewards'  points*  for  every  dollar  spent  on  your  club  membership  fee 
and  ar  more  about  this  offer  and  club  membership,  call  a 

Membership  Director  at  877.955.1900  or  visit  UltimateResort.com/metro. 


Ultimate  Resort,  LLC.  is  registeree  w.th  t>;  State  of  Florida  as  a  Seller  of  Travel.  Registration  No.  ST364 1 3.  -Offer  valid  8/1/07  through  1 2/3 1/07.  To  be  eligible  1 
earn  bonus  poincs,  you  mus:  be  enrolled  in  -  p  Membership  Rewards  program  ("Program")  at  the  time  of  purchase.  You  must  charge  your  purchase  on  an  ehgib 
enrolled  American  Express  Card.  Offer  excludes  additioral  nights  and  concierge  services.  Bonus  points  will  be  credited  to  your  Program  account  within  6-8  wee 
after  charges  appear  on  your  b.lling  statement.  Individual  ".erms  and  conditions,  as  well  as  annual  Program  fees,  apply  for  certain  Card  products.  For  more 
information  on  the  Membership  Rewards  program,  visit  americanexpress.com/rewards  or  call  I -800-AXP-EARN.  Bonus  ID-5467. 


ULTIMATE 
RESORT' 


BONUSg 


H 

CO 


A  LOT  OF  BUSINESS  IS  DONE  ON  THE  GOLF  COURSE. 


"MY  BUSINESS  IS  THE  GOLF  COURSE. 
AND  SOUTHWEST  AIRLINES  IS  GOOD  FOR  BUSINESS." 

TeR.i?Y  "B»u.ci-teN 
President  and  Consulting  Agronomist 
CjOif  Agronomy  international 


"MY  COMPANY  is  responsible  for  helping  keep  golf  courses  around  the  country  green  and 
in  tournament  condition,  which  means  I  travel  a  lot.  And  ever  since  I  first  flew  on  Southwest 
in  1979  working  for  the  PGA  TOUR,  I've  been  impressed  by  how  efficient,  easy,  and  fun  it 
is  to  fly  with  them. 

"With  Southwest  I  know  I  can  always  fly  on  short  notice  with  affordable  fares  that  my  clients 
really  appreciate.  I  know  I'll  arrive  and  depart  on  time.  And  I  definitely  know  I'll  always 
enjoy  my  flights,  thanks  to  the  Southwest  team." 

Giving  businessmen  like  Terry  plenty  of  reasons  to  say  such  nice  things  about  us  is  how 
we've  become  The  Official  Airline  of  Business. 


SOUTHWEST.COM 

A  SYMBOL  OF  FREEDOM 


Performance  Track  Members  reduced  their  greenhouse 
gas  emissions  by  97,000  metric  tons 

That  Clears  the  Air. 


Performance  Track  members  are  environmental  leaders  committed  to  making  big  changes  in 
the  way  they  do  business  for  the  sake  of  putting  less  stress  on  the  environment. 
Put  your  facility  on  track— you'll  be  amazed  at  your  performance. 

Visit  us  at:  www.epa.gov/performancetrack/psa.htm 


National 
Environmental 
PerformanceTrack 

U.S.  Environmental  Protection  Agency 


Healthier  employees.  Higher  productivity. 
A  plan  you  can  afford.  No,  you're  not  dreaming. 

Lumenos  consumer-directed  health  plans  are  specially  designed  to  help 
improve  the  health  of  small  business  employees. 

By  combining  preventative  care  with  traditional  coverage  and  health 
savings  accounts  that  members  oversee  themselves,  Lumenos  plans 
offer  employees  a  better  way  to  manage  their  health.  With  features  like 
personal  health  coaches  and  online  tools  that  help  members  save  on 
prescriptions  and  better  understand  treatment.  And  financial  rewards 
for  employees  who  make  an  effort  to  improve  their  health.  Plus,  all 
preventative  care  services  are  covered  100%,  so  employees  are  more 
likely  to  see  their  doctors.  By  encouraging  employees  to  take  a  proactive 
role  in  their  health,  Lumenos  provides  a  higher  quality  of  care,  at  a 
cost  small  business  can  afford. 

Find  out  more  at  bluecrossca.com  or  call  your.  Blue  Cross  agent. 


I  Wcint  to  keep  in  touch 
with  my  friends  and  family 
without  getting  a  call 
from  the  CFO. 


FREE 

HIGH-SPEED 
INTERNET 
& 

FREE 

LONG  DISTANCE 


WHAT'S  YOUR  REQUEST?®  Do  you  want  to  chat  up  old 
friends  and  current  business  associates  or  leisurely  surf  the  web? 
Join  the  Wyndham  ByRequesr"  program  and  enjoy  extras  like  free 
long  distance  and  high-speed  Internet. 

1.800.WYNDHAM  wyndham.com 


WYNDHAM 
HOTELS  AND 
RESORTS 


Wyndham  ByRequesr*  benefits  are  available  at  participating  Wyndham  properties  and  are  subject  to  certain  restrictions.  For  a  complete  list  of  terms  and  conditions,  visit  wyndham.com. 


Take  it  up  a  notch 


BNET 


rhe  go-to  place 

3r  management 


www.bnet.com 


Join  the  go-to  place 
for  management 


On  BNET  you'll  find  free  case 
studies  and  management 
resources  written  by  experts  on 
topics  ranging  from  best 
practices  and  leadership  to 
human  resources  management 


and  interviewing.  BNET.com  provides  managers 
with  tools,  tips  and  techniques  to  better  navigate 
the  world  of  work. 

You  want  to  know  how  to  evaluate  your 
employees,  or  what  a  WIKI  is? 

We  Ve  got  the  guide. 

You'd  like  to  be  better  at  selling  your  ideas 
to  the  executive  team. 

Well  show  you  how. 

You  need  to  figure  out  what  your  CEO  means 
when  he  says.... 

We'll  explain  it. 


W4™fl  BUSINESS 


Brought  to  you  by  CNET  Networks  Business, 
BNET  is  the  go-to  place  if  you're  in  management. 
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while  attending  George  Washington  Univer- 
sity Law  School  at  night.  Left  one  semester 
short  of  graduating  to  pursue  Wall  Street 
career.  Borrowed  $  1 ,600  to  invest  in  nursing 
home  operator  Manor  Care  1 969;  still  owns 
stock.  High  interest  rates,  late  fees  on  loan 
nearly  wiped  out  early  investment  profits. 
Bought  stake  in  Handy  Dan  hardware  stores 
mid-1970s;  sold  stake,  lost  chance  to  buy 
Home  Depot  shares  early  1980s.  Lesson: 
always  invest  for  the  long  term.  Founded 
Baron  Capital  1982;  today  manages  $21  bil- 
lion. Invests  in  companies  expected  to  dou- 
ble in  size  every  5  years.  Recent  winning 
picks:  Wynn  Resorts,  Schwab.  Both  Baron 
Growth  Fund  and  Baron  Partners  Fund 
have  returned  18%  a  year  since  1994.  Hosts 
annual  investors  conference;  drew  3,500 
mutual  fund  investors  to  Metropolitan 
Opera  House  in  Manhattan  last  October. 

Andrew  Beal  <2EJ> 

$1 .5  BILLION 

Banking,  real  estate.  Dallas.  54. 

Married,  6  children 

FIRST  JOB  FIXING  USED  TELEVISION  SETS; 
sold  to  low-income  families.  Bought  New 
Jersey  rental  home  at  age  19.  Founded 
what's  now  Beal  Financial  in  1988  to  buy 
distressed  assets  from  defunct  S&Ls. 
Opened  Beal  Bank  Nevada  2004.  Today 
banks  have  $2  billion  in  shareholders' 
equity,  on  prowl  for  fire-sale  assets. 
Founded  Beal  Aerospace  to  develop  com- 
mercial rockets  late  1990s;  spent  $250  mil- 
lion, folded  operation  citing  excessive  gov- 
ernment competition.  Passion  for  poker: 
has  gone  head  to  head  with  pro  players 
Doyle  Brunson  and  Phil  Ivey  in  some  of  the 
highest-stakes  private  games  ever  played. 
Matches  chronicled  in  2005  book  The  Pro- 
fessor, the  Banker  and  the  Suicide  King. 

Daniel  Och  <S> 

$1.5  BILLION 


Hedge  funds.  New  York.  46. 

Married,  3  children 


WHARTON  GRAD  TOOK  JOB  IN  ARBITRAGE 
at  Goldman  Sachs  1982;  worked  with  Eddie 
Lampert  (see),  billionaire  Richard  Perry.  Left 


QTLANTy 
OCEflm 


to  found  Och-Ziff  hedge  fund  with  $100 
million  initial  investment  from  Ziff  brothers 
(see  all).  Consistent  returns:  16.5%  a  year 
after  fees.  Manages  $29.1  billion  across  5 
funds.  Filed  to  take  company  public  in  July; 
will  receive  stock,  plus  an  additional  $340 
million  payout.  On  board  of  Robin  Hood 
Foundation,  antipoverty  group.  Hedging 
bets:  donated  money  to  4  presidential  can- 
didates (2  Democrats,  2  Republicans). 

John  Arnold  • 

$1  .5  BILLION 

Hedge  funds.  Houston.  33. 

Married 

DALLAS  NATIVE  WAS  RAISED  BY  LAWYER 
dad,  accountant  mom.  Studied  at  Vanderbilt 
U,  graduated  in  3  years.  Became  oil  trader  for 
Enron  1995;  said  to  have  earned  $750  million 


for  company  in  2001.  Energy  outfit  famousl) 
collapsed  a  year  later;  went  into  business  foi 
himself.  Today  runs  hedge  fund  Centauru: 
Energy,  said  to  boast  of  240%  annualizec 
returns  since  2002.  Big  score  last  year  buying 
up  hedge  fund  Amaranth  Advisors'  losing 
positions  in  natural  gas.  Assets  under  man 
agement:  $2  billion.  Youngest  member  o 
The  Forbes  400. 

Israel  Englander 

$1  .5  BILLION 

Hedge  funds.  New  York.  59. 

Married,  3  children 

BRASH  BROOKLYN-RAISED  HEDGE  FUNI 
star  dropped  out  of  NYU's  M.B.A.  progran 
to  work  full-time  on  Wall  Street.  Met  firs 
partner,  Ivan  Boesky  disciple  John  Mul 
heren,  on   floor  of  American  Stocl 
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^change.  Founded  investment  outfit  Jamie 
:curities  1980s;  firm  collapsed  just  before 
ulheren  convicted  of  stock  manipulation, 
reated  Millennium  Partners  1990;  since 
nd  said  to  have  returned  17%  net  of  fees, 
ssets  under  management  now  $11.5  bil- 
)n.  Hates  losses.  Last  year  firm  paid  $180 
illion  settlement  to  SEC  amid  allegations 

illegal  trading  techniques;  employees  cre- 
ed 100  legal  shell  companies  in  order  to 
te-trade  mutual  funds.  "Izzy"  personally 
lid  $30  million.  In  June  ended  dispute 
ith  James  Simons'  (see)  Renaissance  Tech- 
jlogies;  Simons  claimed  2  former  employ - 
s  took  secret  trading  models  to  Millen- 
um.  Firm  paid  an  estimated  $20  million 

settle. 

larc  Lasry  <M> 

1  .5  BILLION 

>dge  funds.  New  York.  48. 

arried,  5  children 

OROCCO  NATIVE  STUDIED  AT  CLARK  U., 
en  NYU  law  school;  clerked  for  a  bank- 
iptcy  judge  in  New  York.  Left  law  to  lead 
mkruptcy  operations  for  Cowen  &  Co., 
anage  money  for  Robert  Bass  (see).  With 


sister  Sonia  Gardner,  founded  distressed 
debt  brokerage  Amroc  Investments  1989. 
Expanded  into  distressed  equities  via 
Avenue  Capital  hedge  fund  6  years  later. 
Today  manages  $18  billion;  annual  return 
15%  net  of  fees.  Sold  15%  stake  of  company 
to  Morgan  Stanley  for  $275  million  last 
year.  Appalled  by  hedge  fund  salaries: 
"What  we  make  is  absolutely  obscene." 
Recently  hired  former  First  Daughter 
Chelsea  Clinton.  Chess,  basketball  player. 

Nelson  Peltz 

$1  .4  BILLION 

Leveraged  buyouts.  Bedford,  N.Y.  65. 

Twice  divorced,  remarried;  10  children 

WHARTON  DROPOUT  HAD  FIRST  SCORE 
with  Triangle  Industries'  acquisition  of 
National  Can  1985;  sold  company  for  $4.2 
billion  1988.  Bought  Snapple  from  Quaker 
Oats  for  $300  million;  sold  company  3  years 
later  to  Cadbury  Schweppes  for  $1.5  billion. 
Known  for  obsession  with  due  diligence, 
efficiency.  Last  year  persuaded  Heinz  to 
spend  $300  million  firming  up  famed 
ketchup  brand;  stock  up  5%  since.  Stepped 
down  as  chief  of  buyout  firm  Triarc  Compa- 


nies in  June;  received  $50  million  in  com- 
pensation, remains  director.  Outbid  for 
Burger  King  by  Texas  Pacific  Group  in  2002. 
Owns  roast  beef  sandwich  chain  Arby's;  try- 
ing to  buy  fast  food  joint  Wendy's. 

James  Dinan  <ffi> 

$1  .4  BILLION 

Hedge  funds.  New  York.  48. 

Married,  3  children 

GREW  UP  MIDDLE  CLASS  IN  WORCESTER, 
Mass.;  studied  economics  at  U.  of  Pennsyl- 
vania, graduated  summa  cum  laude.  Took 
job  at  investment  bank  Donaldson,  Lufkin 
&  Jenrette;  worked  100-hour  weeks.  Har- 
vard M.B.A.  Then  merger  arbitrage  at  Kell- 
ner,  DiLeo  &  Co.;  lost  entire  life  savings  on 
"Black  Monday"  in  1987,  reduced  to  tears. 
Launched  York  Capital  hedge  fund  opera- 
tion in  1991  with  $3.6  million,  mostly  from 
former  DLJ  colleagues.  Scored  big  betting 
on  Sears,  Roebuck  &  Co.  1993.  Today  man- 
ages $12  billion;  has  returned  17%  a  year 
after  fees.  Only  losing  year:  2002.  Tries  to 
stay  humble  despite  fortune:  "I  pretend  it's 
not  real  money  so  I  don't  forget  I'm  just  a 
kid  from  Worcester,  Mass." 


■■■1 


ELEASING 

HE  POTENTI 


A  Weyerhaeuser 


Growing  Ideas" 


Managing  a  resource  as  precious  as  trees  isn't  just 
business — it's  a  social  responsibility.  This  sense 
of  responsibility  also  extends  to  our  workplace, 
where  we've  fostered  an  atmosphere  that 
encourages  people  of  all  backgrounds  to  flourish. 
We're  Weyerhaeuser.  And  we're  committed  not  just 
to  leading  the  way  in  forest  products,  we're  also 
committed  to  realizing  the  potential  in  all  of  our 
employees.  Because  trees  aren't  the  only  things 
we  grow.  We  also  grow  careers. 

To  release  the  potential  in  you,  visit 
wy.com/careers 


Weyerhaeuser  is  an  Equal  Opportunity  Employer,  building  a 
capable,  committed,  diverse  workforce. 


THE  FORBES  400 

MONEY 

MAVENS 


Bruce  Karsh  <S£> 

S1  .4  BILLION 

Money  management.  Los  Angeles.  52. 

Married,  3  children 


Howard  Marks 

S1  .4  BILUON 

Money  management.  Los  Angeles.  61. 

Married,  2  children 

COFOUXDERS  OF  OAKTREE  CAPITAL  MAN- 
agement  sold  16%  of  their  money  manage- 
ment firm  on  a  private  Goldman  Sachs 
exchange  in  May;  raised  SI  billion.  Karsh: 
graduated  from  U  of  Virginia  law  school  1980. 
Served  as  assistant  to  SunAmerica  chairman 
Eli  Broad  (see)  until  1987.  Marks:  Wharton 
grad  got  start  in  investments  with  First  Na- 
tional Citibank  (which  later  became  Citicorp) 
1969;  joined  TCW  1985.  Marks  hired  Karsh 
1987;  pair  founded  Oaktree  Capital  Manage- 
ment 8  years  later.  Assets  under  management: 
$47  billion. 

Julian  Robertson  Jr. 

$1 .3  BILUON 

Money  management.  New  York  City.  75. 

Married,  3  children 

NORTH  CAROLINA  NATIVE  TOOK  (OB  AS 
sales  trainee  at  Kidder,  Peabody  at  age  25. 
Became  chief  of  firm's  money  management 
operation  17  years  later.  Quit  to  form  Tiger 
Management;  firm  became  world's  largest 
hedge  fund  1990s.  Fortune  crushed  after 
suffering  2  years  of  losses  when  tech  bubble 
burst.  Returned  cash  to  investors  in  2000, 
fund  now  manages  his  money  only.  His 
Tiger  Foundation  has  donated  S58  million 
to  fight  New  York  City  poverty.  Owns  vine- 
yards in  New  Zealand. 

William  Gross 

$1  .3  BILUON 

Bonds.  Laguna  Beach,  Calif.  63. 

Divorced,  remarried;  3  children 

WORLD'S  BIGGEST  BOND  TRADER  GOT 
start  gambling.  Arranged  gambling  pools 
while  studying  at  Duke;  spent  a  summer 
working  the  slots  at  Harrahs  in  Lake  Tahoe. 
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Vegas  stint  playing  blackjack  turned  S200 
into  SI 0,000  in  just  4  months.  Vietnam  vet; 
earned  M.B.A.  from  UCLA.  Took  job  as  a 
securities  analyst  at  Pacific  Life.  Discovered 
key  to  making  money  with  bonds:  trade, 
don't  buy  and  hold.  Given  $10  million  port- 
folio to  manage  in  1973;  already  earning  S20 
million  bonuses  by  the  1980s.  Bond  division 
spun  off  to  create  Pimco;  public  offering  in 
1994.  Netted  personal  $400  million  in  2000 
sale  to  German  insurance  goliath  Allianz 
AG  for  $4.7  billion.  Believes  economy  head- 
ing downward,  unsure  of  how  bad  the  dam- 
age will  be:  "You  don't  know  where  the  trou- 
ble is,  or  what  it's  going  to  morph  into." 
Stamp  collector  sold  British  stamp  hoard  for 
S9. 1  million  this  June  to  benefit  Doctors 
Without  Borders. 

Barry  Rosenstein 

S1.3  BILLION 

Hedge  funds.  New  York  City.  48. 

Married,  3  children 

ACCOUNTANT'S  SON  GREW  UP  IN  WEST 
Orange,  N.J.  Studied  at  Lehigh  U.,  then 
Wharton  M.B.A.  Became  an  investment 
banker  at  Merrill  Lynch.  Learned  business 
from  the  best:  hired  by  corporate  raider 
Asher  Edelman,  an  inspiration  for  Wall  Street 
villain  Gordon  Gecko.  First  big  score: 
invested  S7  million  in  junk  car  seller  Copart 
in  1992.  Today  company  worth  S2.7  billion. 
Founded  Jana  Partners  hedge  fund  2001; 
annual  returns  believed  to  be  23%  after  fees. 
Assets  under  management:  $8.5  billion. 

Gerald  Ford 


Teaming  up  with  Steve  Cohen  (see)  in  bid  tc 
force  TD  Ameritrade  to  merge  with  anothei 
brokerage  firm.  Enjoys  yoga. 

Glenn  Dubin  <SS> 

S1  .3  BILLION 


Hedge  funds.  New  York  City.  50. 

Married,  3  children 


Henry  Swieca 

$1  .3  BILUON 

Hedge  funds.  New  York  City.  50. 

Marned,  4  children 

LEADERS  OF  HEDGE  FUND  AND  PRIVATI 
equity  outfit  Highbridge  Capital  grew  u| 
together  in  Washington  Heights,  N.Y  Botl 
studied  at  SUNT  Stonybrook  Dubin  late 
specialized  in  merger  arbitrage  at  brokerage 
E.F  Hutton  &  Co.  Swieca  took  job  at  Merril 
Lynch;  became  one  of  the  first  traders  oi 
New  York  Futures  Exchange.  Duo  foundei 
Dubin  &  Swieca  1984,  renamed  Corbii 
Capital;  created  Highbridge  8  years  latei 
Sold  majority  stake  to  JPMorgan  2004 
Dubin  and  Swieca  still  run  show.  Asset 
under  management:  S37  billion.  Flagship 
fund  up  5%  this  year.  Bought  50%  interest  u 
billionaire  William  Louis  Dreyfus'  merchan 
energy  business  last  year.  Dubin:  married  t< 
a  former  Miss  Sweden.  Founding  boan 
member  of  New  York's  poverty- fightin 
Robin  Hood  Foundation  with  Paul  Tudo 
Jones  (see).  Swieca:  more  reclusive  partne 
donates  to  civic  and  religious  causes. 


[HERE'S  A 
ITARR  SOLUTION. 

Whether  it's  a  construction  project  in  San  Francisco,  a  container  ship  on  the  North  Sea, 
a  petrochemical  plant  in  a  developing  country,  or  a  company  jet  soaring  over  the  Pacific 
coastline,  no  one  can  match  our  ability  to  expertly  assess  complex  risk.  No  one  offers  the 
depth  of  experience  of  our  specialized  teams  of  experts,  or  the  level  of  service  we  bring 
through  close  customer  relationships.  With  more  than  55  years  as  leaders  in  specialized 
risk,  you  can  count  on  the  deeply  knowledgeable  companies  of  Starr  Underwriting 
Agencies,  LLC. 

Starr  Underwriting  Agencies,  LLC 

C.V.  STARR  &  CO  /  STARR  AVIATION  /  STARR  GLOBAL  ACCIDENT  &  HEALTH  /  STARR  MARINE  /  STARR  TECH 


tarrco.com 


Members  of  the  C.V.  Starr  &  Co.,  Inc.  family  of  companies. 


THE  FORBES  400 


ACREAGE 

ACES 


Despite  the  talk  of  a  housing  collapse,  the  real  estate  tycoons  of  The  Forbes  400 
are  as  wealthy  as  ever.  They  got  rich  building  thousands  of  apartments, 
renting  pricey  office  space  and  holding  vast  chunks  of  undeveloped  land. 


Samuel  Zell 

$6  BILLION 

Real  estate,  private  equity.  Chicago.  66. 

Twice  divorced,  remarried;  3  children 

BEARDED  BARON  OF  CHICAGO  REAL  ESTATE 
now  writing  headlines.  Engineered  S8.2  bil- 
lion leveraged  buyout  of  newspaper  giant  Tri- 
bune Co.  in  March;  beat  out  billionaires  Eh 
Broad,  Ron  Burkle,  David  Geffen  (see  all).  Sold 
real  estate  investment  trust  Equity  Office  Prop- 
erties to  Stephen  Schwarzman's  (see)  Blackstone 
Group  for  $39  billion  cash  in  February.  Par- 
ents fled  Poland  for  America  weeks  before  Nazi 
invasion.  With  Robert  Lurie  (d.  1990),  built 
business  buying,  selling  cheap  real  estate.  Still 
owns  large  stakes  in  Equity  Residential  and  Eq- 
uity Lifestyle  REITs.  Other  investments:  low- 
income  housing  projects  in  Egypt,  shopping 
malls  in  Brazil,  office  parks  in  China. 

Paul  Milstein  &  family 

S4.5  BILLION 

Real  estate,  Emigrant  Bancorp. 
New  York  City.  85.  Married,  4  children 

FATHER,  MORRIS,  FOUNDED  CIRCLE  FLOOR 
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Co.  1919,  laid  hardwood  floors  and  carpet- 
ing for  Rockefeller  Center,  Madison  Square 
Garden.  With  brother  Seymour  (d.  2001), 
took  over  business.  Sold  1960s;  built  New 
York  real  estate  empire  with  profits.  Today 
Milstein  Properties  owns  apartment  towers 
from  Battery  Park  City  to  the  Upper  East 
Side,  offices  in  Midtown,  numerous  unde- 
veloped lots  across  Manhattan.  Acquired 
New  York's  oldest  savings  bank,  Emigrant, 
for  $90  million  1986;  assets  now  $14  billion. 
Launched  Internet  banking  arm  2  years  ago; 
today  holds  $9  billion  in  deposits.  Son 
Howard  oversees  real  estate  and  banking 
operations.  Recently  purchased  a  $145  mil- 
lion stake  in  Jack  Nicklaus'  golf  course  and 
equipment  design  company. 

Stephen  Ross 

S4.5  BILLION 

Real  estate.  New  York  City.  67. 

Married,  4  children 

NEPHEW  OF  LATE  FORBES  400  MEMBER 
Max  Fisher  (d.  2005)  founded  real  estate 
outfit  Related  Companies  1972.  Initially 
focused  on  building,  financing  low-income 


housing;  moved  into  riskier  luxury  build- 
ings in  New  York.  Nearly  went  bankrupt 
early  1990s,  recovered;  today  company  has 
developed  more  than  $16  billion  worth  of 
property  across  the  U.S.,  including  Manhat- 
tan's massive  Time  Warner  Center.  Met 
Jorge  Perez  (see);  duo  made  billions  develop- 
ing Florida  condos.  Partnership  continues 
via  Perez's  condo  and  hotel  projects  in  Latin 
America.  Recently  purchased  Virgin  Mega- 
stores  North  America  from  British  billion- 
aire Richard  Branson.  Bidding  for  rights  tc 
run  Aqueduct,  Belmont,  Saratoga  race- 
tracks. Became  chairman  of  powerful  Rea 
Estate  Board  of  New  York  in  January. 

Matthew  Bucksbaum 
&  family 

$3.3  BILLION 

Real  estate.  Chicago.  81. 

Married,  2  children 

GROCER'S  SON  DEVELOPED  FIRST  SHOPPIN" 
center  in  Cedar  Rapids,  Iowa  1954  with  his 
brothers.  Took  General  Management  publi 
in  1970;  real  estate  investment  trust  liqu 
dated  15  years  later  for  100%  profit.  Relc 


ADVERTISING  FEATURE 


PANAMA  INTERNATIONAL  MERCHANDISE  MART 


PIMM 


Reaching  566  million  active 
Latin  American  consumers 
just  got  a  whole  lot  easier. 


Presently,  Latin  American  and  Caribbean  buyers  wishing 
raid  the  complexities  of  overseas  buying  trips  —  high 
costs,  visa  restrictions,  security  delays  and  plain  old  travel 
fatigue  —  can  place  orders  with  manufacturers  in  the  Colon 
Free  Trade  Zone,  which  was  established  by  the  Panama  gov- 
ernment in  1954.  The  3,000  companies  operating  in  the 
Zone  generated  2006  trade  revenues  of  more  than  $14  bil- 
lion (up  18%  from  the  previous  year),  making  it  the  second- 
largest  free  trade  zone  in  the  world. 

Unfortunately,  the  Zone  is  at  maximum  capacity:  Despite 
the  high  demand,  there  are  no  more  exhibition  showrooms 
available.  In  fact,  there  are  2,500  companies  on  a  waiting  list. 


Meeting  the  Demand,  Facilitating  Trade 

Panama,  site  of  the  famous  canal  that  joined  two  oceans  and  created 
a  new  chapter  in  world  commerce,  is  perfectly  situated  at  the 
crossroads  of  Latin  America,  a  566-million-strong,  rapidly  growing 
market  for  the  latest  in  manufactured  goods  from  around  the  world. 


PIMM  ANSWERS  THE  CALL 

So  how  can  the  many  manufacturers,  exporters,  whole- 
salers, distributors  and  sales  agents  from  around  the  world 
access  the  burgeoning  Latin  American  and  Caribbean  mar- 
ket? Set  up  a  permanent  presence  in  the  region  to  establish 
ongoing  relationships  with  buyers?  Have  access  to  the  tax 
advantages  of  a  free-trade  zone  as  well  as  to  a  host  of  expert 
trade-related  services  and  support? 

The  answer  is  the  Panama  International  Merchandise  Mart 
(PIMM),  S.A.,  the  first  international  wholesale  merchandise 
mart  in  Latin  America.  Currently  under  construction  on 
1,300  acres  of  land  near  the  Colon  Free  Trade  Zone,  PIMM, 
at  more  than  double  the  size,  offers  a  whole  lot  more. 

When  completed,  PIMM  will  feature  thirty-two  25,000- 


square-meter  buildings  with  6,800  exhibition  showrooms, 
ten  apartment  buildings,  ten  office  buildings,  four  hotels  and 
a  convention  center.  It  will  be  the  largest  merchandise  mart 
in  the  world. 

Located  in  the  Colon  Province,  PIMM  is  a  tax-exempt 
operation:  There  are  no  import  duties,  sales  tax  or  taxes  on 
profits  for  companies  doing  business  here. 

FOREIGN  TRADING  MADE  EASY 

PIMM  offers  the  best-possible  environment  for  buying  and 
selling  global  goods.  In  addition  to  having  numerous  on-site 
and  tax  advantages,  it  sits  right  at  the  hub  of  the  Americas. 
(Just  one  look  at  Panama  on  a  map  is  enough  to  see  it  is  a 
prime  trading  location.)  Getting  to  and  from  the  country  is 
easy,  with  more  than  80  daily  direct  flights  to  America, 
Europe,  Latin  America  and  the  Caribbean.  Spanish,  the 
national  language,  is  spoken  by  the  vast  majority  of  Latin 
American  buyers,  and  with  the  U.S.  dollar  as  currency,  trans- 
actions are  relatively  uncomplicated. 

With  so  many  advantages,  it's  no  wonder  PIMM  is  gener- 
ating enthusiastic  responses  from  the  marketplace:  To  date, 
100%  of  first-phase  construction  has  already  been  sold  —  six 
months  ahead  of  schedule! 

THE  LATIN  AMERICAN  MARKET: 
566  Million  Consumers 

Population  (in  millions) 

Caribbean  South  America 

39  378 


Total:  566 


Source:  Population  Reference  Bureau,  2006 


PANAMA  INTL.  MERCHANDISE  MART 


Turn  the  page  for  details  on  timelines  and  business  opportunities.  For  more  information  on  leasing  or 
buying  exhibition  space,  please  e-mail  info@PIMM.com  or  call  Oil  507  391  05  05. 


THE  FORBES  400 

ACREAGE 

ACES 


cated  to  Chicago  after  brother  Martin  died 
1995,  renamed  company  General  Growth 
Properties.  Remains  chairman;  son,  John, 
took  reins  1999.  Today  nation's  second- 
largest  REIT  owns  200  million  square  feet 
across  194  malls  and  planned  communities 
in  44  states;  shares  up  17%  in  past  12 
months.  Company  recently  gave  health 
insurance,  higher  wages  to  shopping  center 
janitors. 

Donald  Trump 

$3  BILLION 
See  page  302. 


John  Sobrato  &  family 

$3  BILLION 

Real  estate.  Atherton,  Calif.  68. 

Married,  3  children 

SOLD  HOUSES  AS  A  STUDENT  AT  -SANTA 
Clara  U.  Expanded  into  commercial  real  estate 
1960s.  Built  portfolio  erecting  campuses  for  tech 
titans  Apple  and  Yahoo.  Today  Sobrato  Devel- 
opment owns  and  manages  100  buildings  in 
Silicon  Valley,  8.5  million  square  feet  of  com- 
mercial space,  8,500  residential  units;  another 
400  acres  ready  for  development.  Increased  de- 
mand for  prime  office  space,  rising  rents 
pushing  up  profits  as  tech  companies  expand 
Tax-efficient  philanthropy:  donates  buildings, 
office  parks  to  foundations  to  sell  or  use. 


Richard  LeFrak  &  family 

$3  BILLION 

Real  estate.  New  York  City.  62. 

Married,  2  children 


GRANDFATHER  HARRY  STARTED  DEVELOP- 


ing  New  York  City  real  estate  1901.  Father, 
Sam,  became  paragon  of  mass-market 
home  building:  "I  produced  an  apartment 
every  16  minutes."  Richard  studied  at 
Amherst  College,  joined  family  business 
early  1970s;  became  chairman  after  dad 
died  in  2003.  Now  runs  company  with  2 
sons,  Harrison  and  Jamie.  Portfolio  includes 
5,000  apartments  at  LeFrak  City  in  Queens, 
N.Y.,  7-million-square-foot-commercial, 
residential,  retail  complex  in  Newport,  N.J. 
Expanding  Newport  project;  $10  billion 
"mini-city"  will  soon  include  a  new  office 
tower,  429-room  Westin  hotel  and  4,500 
more  apartments  and  condos.  On  board  of  | 
the  American  Museum  of  Natural  History. 

Theodore  N.  Lerner 

$2.5  BILLION 

Real  estate.  Washington,  D.C.  81. 

Married,  3  children 

BORROWED  $300  FROM  WIFE,  FOUNDEDI 
real  estate  developer  Lerner  Enterprises  inl 


FUJI Fl LM 


Theodore  Lerner,  photographed  by  David  Deal  near  Washington,  D.C. 
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ADVERTISING  FEATURE 


PANAMA  INTERNATIONAL  MERCHANDISE  MART 


PIMM 


Construction  plans  a  year  ahead  of 
schedule  are  almost  unheard  of.  But 
then  again,  PIMM  exceeds  expectations. 

Enthusiastic  Response  Accelerates  Construction 


■■■■  irst-phase  plans  for  the  Panama  International  Merchandise 
I  Mart  (PIMM)  call  for  the  construction  of  800  exhibition 
showrooms  by  2009.  To  date,  100%  of  them  have  been  sold 
—  six  months  ahead  of  schedule.  When  the  entire  complex  is 
completed  in  2012,  PIMM  will  be  the  largest  duty-free  and 
tax-free  wholesale  marketplace  in  Latin  America,  facilitating 
trade  between  thousands  of  manufacturers  from  around  the 
globe  and  wholesale  buyers  for  the  566  million  consumers  in 
South  America,  Central  America  and  the  Caribbean. 

INDOOR  WHOLESALE  UNIVERSE  FACILITATES  TRADE 

Unlike  the  warehouse  and  distribution  centers  of  the  nearby 
Colon  Free  Trade  Zone  in  the  Colon  Province  of  Panama, 
PIMM  is  a  sophisticated  merchandising  complex  where  buyers 
meet  sellers  to  experience  first-hand  the  quality  of  their  manu- 
factured goods.  "Relationships  are  made,  orders  are  placed," 
explains  Founder  and  CEO  Reynald  H.  Katz,"and  just  a  phone 
call  from  a  seller  sends  merchandise  directly  from  its  plant  of 
origin  to  anywhere  in  the  world." 

He  explains,  "We  will  host  merchandise  shows,  trade  events 
and  other  high-profile  activities  throughout  the  year  to  help 
increase  transaction  volume  for  our  international  manufac- 
turing partners.  Buyers  and  wholesalers  doing  business  here 


HOW  IT  WORKS 


A  U.S.,  Asian  or  European  manufacturer  wants  to  export 
a  product  to  the  Latin  American  market,  but  has  no 
physical  presence  or  representation  in  the  region.  The 
manufacturer  contacts  PIMM  to  buy  a  permanent  show- 
room and  immediately  arranges  on-site  living  accommo- 
dations, while  a  PIMM  representative  assists  the  manu- 
facturer with  a  more  permanent  housing  solution.  Once 
established  in  the  new  showroom,  the  manufacturer 
exhibits  and  sells  to  the  Latin  American  importers, 
wholesalers  and  buyers  coming  to  purchase  from  the 
vast  array  of  manufacturers  located  at  PIMM. 


MEETING  DEMAND  &  ACCELERATING  THE  PACE 


will  be  built  in  four  phases,  the  last  of  which  will  be 
completed  in  2012.  Phase  I  is  already  100%  sold  to 
manufacturers  from  Asia  (60%),  Europe  (20%)  and 
America  (20%).  To  meet  this  record-setting  demand, 
PIMM  decided  to  accelerate  Phase  II  by  adding  1,600 
showrooms  immediately  so  that  a  total  of  2,400  show- 
rooms will  be  available  in  2009. 


Phase  1 
2009 

Phase  II 
2010 

Phase  III 
2011 

Phase  IV 
2012 

Totals 

Showrooms 

800 

1,200 

6,800 

Offices 

150 

100 

500 

Apartments 

120 

160 

620 

Hotels  , 

(125  rooms  each) 

1 

4 

will  get  the  opportunity  to  see  goods,  trends  and  fashions  six 
months  ahead  of  the  market." 

GETTING  BUSINESSES  UP  AND  RUNNING 

PIMM  will  offer  a  complete  array  of  services  to  help  com- 
panies enter  the  Latin  market  smoothly  so  they  can  start 
exhibiting,  meeting  buyers  and  selling  as  quickly  as  possible. 
A  legal  team  can  help  incorporate  companies  in  Panama, 
obtain  investor  visas  and  even  open  bank  accounts. Trade  spe- 
cialists can  help  sort  out  international  regulations  and 
requirements.  Other  PIMM  professional  services  can  help 
with  visas,  trade  financing,  customs  clearing,  freight  forward- 
ing and  showroom  setup.  Representatives  can  also  assist  in 
selecting  apartments,  offices  and  schools  for  children  and 
advise  on  how  best  to  buy  or  lease  a  car. 

Everything  at  PIMM  is  designed  for  companies  to  succeed 
in  the  Latin  American  marketplace.  "What's  in  our  cus- 
tomers' best  interest  is  in  our  best  interest,"  sums  up  Katz."If 
they  succeed,  we  succeed."  And  with  PIMM's  outstanding 
facilities  and  services,  no  doubt  they  all  will. 


PANAMA  INTL.  MERCHANDISE  MART 


For  more  information  on  leasing  or  buying  exhibition  space,  please  e-mail  info@PIMM.com  or  call 
Oil  507  391  05  05. 
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1952.  Made  fortune  building  massive  shop- 
ping malls  in  the  suburbs  of  Washington, 
D.C.:  Tysons  Corner  Center,  Tysons  II, 
Wheaton  Plaza,  Landover  Mall,  Dulles  Town 
Center,  White  Flint.  Today  owns  millions  of 
square  feet  of  commercial  and  retail  property, 
thousands  of  apartments.  Focused  on  new 
developments  near  areas  Dulles  airport  and 
Tysons  II.  Going  green:  buying  wind  power 
tax  credits  for  new  projects.  Owns  pro  base- 
balls Washington  Nationals;  runs  franchise 
with  son  and  2  sons-in-law,  spending  mil- 
lions to  develop  teams  farm  system. 


mortimer  Zuckerman 

$2.4b.luon   

Rea!  estate,  media.  New  York  City.  70. 

Divorced,  1  child 

SON  OF  MONTREAL  TOBACCO  AND  CANDY 
wholesaler  studied  at  Harvard,  then  Whar- 


ton M.B.A.  Cofounded  Boston  Properties 
with  Edward  Linde  1970,  took  public  1997. 
Shares  up  400%  since  offering.  Today  port- 
folio includes  135  commercial  buildings: 
offices,  hotels,  retail.  Sold  5  Times  Square 
office  tower  for  $1.3  billion  last  November. 
Also  invested  in  media:  owns  U.S.  News  & 
World  Report,  New  York's  Daily  News.  "I've 
been  a  news  junkie  since  I  was  13  years  old." 
Unrest:  university  presidents  demanding 
changes  to  U.S.  News'  famed  college  rank- 
ings. Memorial  Sloan-Kettering  Cancer 
Center  in  Manhattan  opened  a  new  research 
center  funded  with  $100  million  endow- 
ment from  Zuckerman  in  February.  Fre- 
quent panelist  on  Sunday  morning  chatfest 
The  McLaughlin  Group. 


Edward  Roski  Jr. 

$2.3  BILLION 


Real  estate.  Los  Angeles.  68. 

Married,  3  children 


FORMER  MARINE  COMMANDS  REAL  ESTATE 
empire  via  Majestic  Realty:  owns  more  than 
73  million  square  feet  of  commercial  prop- 
erty from  Los  Angeles  to  Atlanta.  Owns 
stake  in  Staples  Center  arena  with  Philip 
Anschutz  (see);  also  stakes  in  pro  basketball's 
L.A.  Lakers,  hockey's  L.A.  Kings.  Donated 


$23  million  to  alma  mater  USC  last  year  to 
fund  fine  arts  school;  serves  on  board  of 
National  Geographic  Society. 

Neil  Bluhm 

$2.1  BILLION 

Real  estate.  Chicago.  69. 

Divorced,  3  children 

COFOUNDED  COMMERCIAL  REAL  ESTATE 
investment  firm  JMB  Realty  with  U.  of  Illi- 
nois roommate  1970.  Rebuilt  fortune  after 
1990s  real  estate  collapse  via  private  equity 
firm  Walton  Street  Capital.  Today  portfolio 
includes  Chicago's  Four  Seasons  Hotel, 
MGM  Tower  in  Los  Angeles.  Feeling  lucky: 
lost  out  on  bid  for  stake  in  Las  Vegas'  Riviera 
casino  last  December,  won  license  to  build 
riverfront  casino  in  Philadelphia  4  days  later. 
Prodigious  collector  of  contemporary  art 
also  buying  up  industrial  properties  near 
West  Coast  ports. 

Archie  Aidis  (Red)  Emmerson 

$2.1  BILLION 

Timberland,  lumber  mills.  Anderson,  Calif.  78. 

Widowed,  divorced;  3  children 

STARTED  WORKING  AT  AGE  7  TO  HELP  SUP-I 
port  family.  Helped  father,  Curly,  operate  a, 
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PANAMA  INTERNATIONAL  MERCHANDISE  MART 


PIMM 


The  concept,  the  location  and  the  man 
at  the  helm  make  for  a  compelling 
investment  opportunity. 


Backed  by  Worlds  of  Experience 


s 


ince  news  of  the  Panama  International  Merchandise 
Mart  (PIMM)  hit  the  international  business  community, 
the  project  has  generated  a  lot  of  attention  —  from  man- 
ufacturers interested  in  buying  showrooms  to  companies 
wishing  to  establish  strategic  partnerships  to  investors 
looking  for  a  good  place  to  put  their  money.  And  with 
good  reason:  PIMM  is  unprecedented  in  its  size,  scope  and 
ability  to  offer  a  unique,  cost-effective  and  highly  convenient 
transaction  environment. 

Thousands  of  manufacturers  under  one  roof  will  attract  buy- 
ers and  distributors  from  all  over  South  America,  Central 
America  and  the  Caribbean  —  customers  whose  foreign  buy- 
ing trips  have  been  curbed  by  a  variety  of  travel  impediments. 
PIMM  is  a  win-win  concept:  suppliers  reach  a  vast  audience  for 
their  manufactured  goods  from  just  one  showroom  in  one  loca- 
tion; buyers  have  access  to  —  literally  —  a  world  of  goods  on 
one  trip  to  a  country  that  shares  their  language  and  customs. 

THE  MAN  WITH  THE  VISION 

What  kind  of  person 
spearheads  the  building  of  a 
$750  million,  22-million- 
square-foot  wholesale  trad- 
ing complex,  the  largest  of 
its  kind  in  the  world?  A  born 
entrepreneur  and  trade  spe- 
cialist like  Founder  and 
CEO  Reynald  Henry  Katz. 

All  his  life  Katz  has  been 
selling  something  —  and 
doing  so  successfully.  As  a 
teenager  he  sold  handmade 
jewelry,  earning  the  stagger- 


Reynald  Henry  Katz 

Founder  and  CEO 


ing  sum  of  $100,000.  At  19 
he  used  that  money  to  start 
a  cosmetics  company,  which  he  and  his  partner  sold  four 
years  later  for  $8  million.  Since  then  he  has  owned  and  oper- 
ated a  variety  of  successful  cosmetics,  perfume  and  liquor 
manufacturers  around  the  world. 


In  the  late  1990s  Katz  served  as  senior  adviser  for  the 
Chinese  Ministry  of  Internal  Trade.  A  U.S.  citizen,  he  was 
one  of  the  first  foreigners  to  serve  in  this  position.  While 
there,  he  was  the  architect  for  the  high-end  sourcing  and 
retailing  operations  in  the  14  largest  cities  in  China,  and 
spearheaded  the  development  of  128  department  stores 
(each  of  which  occupied  1  million  square  feet),  employing 
more  than  240,000  employees. 

With  his  unique  trade  experience,  manufacturing  and 
marketing  history  and  passion  for  the  merchandise-mart 
concept,  Katz  is  uniquely  qualified  to  make  his  Latin 
American  trading  operation  an  unparalleled  success. 


Bernardo  Gomez 

Vice  President,  Finance 


Miguel  Defreitas 

Vice  President,  Operations 


EXPANSION  PLANS 

Latin  America  is  not  the  only  location  in  PIMM's 
future.  Over  the  next  five  to  ten  years,  Katz  plans  to 
expand  the  concept,  opening  similar  marts  in  Russia,  the 
Middle  East,  China,  India,  Europe  and  South  America. 
"The  proliferation  of  television,  movies  and  the  Internet 
around  the  world  is  fostering  a  continual  demand  for  the 
latest  and  greatest  products,"  says  Katz.  "Even  in  the 
most  unlikely  places."  And  PIMM  intends  to  facilitate 
much  of  that  demand. 


PANAMA  INTL.  MERCHANDISE  MART 


For  more  information  on  leasing  or  buying  exhibition  space,  or  to  explore  investment  opportunities, 
please  e-mail  info@PIMM.com  or  call  Oil  507  391  05  05. 
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small  lumber  mill  1940s.  Took  Sierra  Pacific 
public  1969;  private  again  5  years  later.  Bor- 
rowed $460  million  to  buy  522,000  acres  in 
1988.  Today  company  is  nation's  third- 
largest  private  landowner  with  more  than 
1.8  million  acres  of  timberland,  mostly  in 
California.  Planning  to  turn  some  of  his 
ground  into  residential  developments.  Last 
year  bought  147,000-acre  Hamilton  Tree 
Farm  in  Washington  State  out  of  bank- 
ruptcy. Wears  blue  jeans,  drives  Chevy  pick- 
up. Son  Mark  runs  company's  finances. 

Sheldon  Solow 

$2  BILLION 

Real  estate.  New  York  City.  79. 

Married,  2  children 

BROOKLYN-BORN  SON  OF  A  BRICKLAYER 
made  big  bet  on  9  West  57th  Street,  today 
one  of  New  York  City's  best  commercial 
addresses;  building  is  home  to  several  high 
profile  hedge  funds,  commands  rents  of 
more  than  $200  a  foot.  Also  owns  luxury 
apartments  on  Upper  East  Side.  Still  waiting 
on  approval  to  redevelop  a  parcel  on  Man- 
hattan's East  River  into  4  million  square  feet 
of  residential,  commercial  and  retail  space. 
Avid  art  collector  recently  donated  2  floors 
of  a  New  York  City  townhouse  to  Institute  of 
Fine  Arts  of  New  York  University. 

Alan  Casden 

$2  BILLION 

Real  estate.  Beverly  Hills.  61. 

Twice  divorced,  remarried;  5  children 

STUDIED  ACCOUNTING  AT  U.  OF  SOUTHERN 
California,  practiced  bean  counting  before 
moving  to  real  estate  1975  with  $1,000  sav- 
ings. Built  fortune  on  high-density  inner- 
city  apartment  buildings  in  Los  Angeles. 
Sold  bulk  of  portfolio  to  Aimco  in  2002  for 
$1  billion  in  cash,  stock,  assumed  debt. 
Today  owns  209,000  square  feet  of  office 
space,  3,100  high-end  apartments  in  L.A.; 
partnering  with  Aimco  and  Cerberus  Real 
Estate  in  other  L.A.-area  projects.  Donates 
money  to  alma  mater,  Jewish  causes;  now 
building  an  "American-style"  condo  tower 
in  Tel  Aviv,  Israel.  Personnel  issues:  in 
August  a  Casden  exec  pleaded  guilty  to  tak- 
ing a  bribe,  filing  false  tax  return. 


Jerry  Speyer  <8S> 

$2  BILLION 

Real  estate.  New  York  City.  67. 

Divorced,  remarried;  4  children 

FATHER  FLED  NAZI  GERMANY.  JERRY  STUD- 
ied  German  literature  at  Columbia,  later 
joined  father-in-law  Robert  Tishman's  realty 
firm.  Divorced  the  daughter,  but  Speyer  and 
Tishman  continued  to  work  together;  cre- 
ated Tishman  Speyer  in  1978.  Company 
now  a  global  real  estate  powerhouse:  owns 
New  York's  Chrysler  Building  and  Rocke- 
feller Center,  purchased  Stuyvesant  Town 
and  Peter  Cooper  Village  apartment  and 
retail  complex  for  $5.4  billion  from  MetLife 
last  year.  Family  business:  wife,  Katherine, 
runs  company's  emerging  markets  division; 
recently  announced  it  will  build  a  $2  billion 
town  in  India.  One  of  the  first  American 
developers  to  enter  German  market.  Son 
and  daughter  also  work  for  firm.  Art  col- 
lector elected  chairman  of  the  Museum  of 
Modern  Art  in  May.  Also  chairs  Federal 
Reserve  Bank  of  New  York's  board  of 
directors. 


larry  Macklowe  A 

BILLION 

Real  estate.  New  York  City.  70. 

Married,  2  children 

COLLEGE  DROPOUT  BECAME  A  REAL  ESTATE 
broker  in  1959;  founded  developer  Macklowe 
Properties  mid-1960s.  Focused  on  develop- 
ing office  and  residential  properties  in  New 
York  City.  Lost  Hotel  Macklowe  to  lenders 
early  1990s;  scrapped  plans  to  go  public  1998 
amid  market  woes  caused  by  Japanese  finan- 
cial crisis.  Today  Macklowe  Properties  run 
with  son  William.  Paid  the  Trump  Organiza- 
tion and  Conseco  $1.4  billion  for  Manhattan's 
General  Motors  Building  in  2003;  today 
building  worth  $2.9  billion.  Purchased  8 
buildings  from  Equity  Office  Properties  port- 
folio for  $6.8  billion  in  February.  Now  owns 
12  million  square  feet  of  office  space  in  New 
York,  developing  2  new  office  buildings  in 
Midtown. 


Edward  DeBartolo  Jr. 

$1.8  BILLION 

Shopping  centers.  Tampa,  Fla.  60. 

Married,  3  children 

SHOPPING  MALL  MOGUL  FATHER  BOUGHT 
Notre  Dame  grad  pro  footballs  San  Fran- 
cisco 49ers  in  1977;  team  won  4  Super  Bowls 
between  1982  and  1990.  Eddie  Jr.  forced  to 
exchange  team  with  sister  Denise  DeBartolo 
York  for  large  stake  in  Simon  Property 


Group  following  federal  bribery  conviction 
in  2000.  Today  owns  15.5  million  SPG 
shares  worth  $1.5  billion.  Back  in  the  game: 
new  sports  agency  represents  quarterback 
Troy  Smith,  last  years  Heisman  Trophy  win- 
ner. Ohio  native  still  focused  on  real  estate; 
developing  $  1 .4  billion  worth  of  apartments, 
shopping  centers  across  the  U.S.  Other  hold- 
ings: pizza,  water  pumps. 

Alfred  Taubman 

$1.8  BILLION 

Real  estate.  Bloomfield  Hills,  Mich.  83. 

Divorced,  remarried;  3  children 

FORMER  SOTHEBY'S  CHAIRMAN  SPENT  9 
months  in  jail  on  price-fixing  charges  in 
2004.  Tell-all  account  of  prison  experience, 
Threshold  Resistance,  was  released  this 
April.  Sold  off  controlling  stake  in  art  auc- 
tioneer 2005.  U.  of  Michigan  dropout 
made  first  fortune  in  shopping  malls.  Pub- 
lic 1992.  Today  Taubman  Centers  real 
estate  investment  trust  owns  23  malls  in 
11  states.  Son,  Robert,  now  in  charge. 
Active  philanthropist  interested  in  fund- 
ing research  on  cures  for  diabetes  and  Lou 
Gehrig's  Disease. 

George  Argyros 

$1.8  BILLION 

Real  estate,  investments.  Newport  Beach, 
Calif.  70.  Married,  3  children 

SECOND-GENERATION  GREEK- AMERICAN 
born  in  Detroit,  raised  in  Pasadena,  Calif. 
Studied  business  and  economics  at  Michi- 
gan State.  Graduated  to  real  estate  1962. 
Sold  land  at  busy  intersections  to  oil  com- 
panies to  set  up  gas  stations.  Today  privately 
held  Arnel  &  Affiliates  owns,  manages 
5,200  apartments  and  2  million  square  feet 
of  commercial  space.  Founded  private 
equity  firm  Westar  Capital  1987;  invests  in 
pet  products  (Doskocil),  coolers  (Igloo), 
auto  technology  (Amerigon).  Former  U.S. 
ambassador  to  Spain  raising  money  for 
John  McCain's  presidential  run;  enjoys  sail- 
ing, skiing,  hunting. 

Jorge  M.  Perez 

$1,8  BILLION 

Real  estate.  Miami.  58. 

Divorced,  remarried;  4  children 

ARGENTINEAN-BORN  SON  OF  CUBAN  PARENTS 
started  out  as  urban  planner;  moved  into  low- 
income  housing  development.  Met  partner, 
Stephen  Ross  (see);  cofounded  Related  Group 
of  Florida  1979.  Built  affordable  housing 
Continued  on  page  304 
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PIMM 

The  shopping  mall  with  561  million  customers 


AH<ICA 


Imagine  being  able  to  reach  a  market  of  millions  from  just 
one  location,  in  a  place  that  has  no  visa  restrictions, 
Jfc        friendly  customs  laws,  no  quotas  on  textile  trade,  no 
taxes  on  profits  and  continued  economic  growth. 
fff~  Panama  International  Merchandise  Mart — PIMM — is 

*  offering  foreign  manufacturers,  exporters,  wholesalers, 

distributors,  sales  agents  and  business  people  from  around 
the  world  the  opportunity  to  rent  or  buy  a  permanent 
showroom  in  a  unique  wholesale  environment.  With  6,800 
showrooms,  ten  office  blocks  and  four  hotels  soon  to  be 
constructed  in  a  prime  spot  close  to  the  Panama  Canal  and 
the  Colon  Free  Trade  Zone,  PIMM  will  be  the  largest  merchandise 
mart  in  the  world.  The  first  phase  is  already  sold  out. 
Don't  miss  this  unique  opportunity  to  reach  Latin  American  buyers. 


[ 

M 

M 

PANAMA  INTL  MERCHANDISE  MAR! 

PIMM  WILL  BE  THE  WHOLESALE  SHOPPING  CENTER  OF  THE 

WORLD 

International  companies  will  be  received  with  a  warm  welcome. 
Showrooms  start  at  only  $80,000.00  and  your  investment  is  1 00%  tax  deductible. 

PANAMA  INTERNATIONAL  MERCHANDISE  MART 

www.pimm.com 


SON  OF  BROOKLYN  DEVELOPER  BORROWED 
heavily,  built  big,  lived  large,  became  a  billionaire 
during  1980s.  Eviscerated  in  1990  real  estate  crash; 
stayed  flamboyant,  embraced  reality  TV.  Now 
other  builders  pay  him  millions  to  license  "Trump" 
brand.  Despite  looming  housing  woes,  the 
Donald's  retail,  office  and  hotel  business  is  up. 
Recently  signed  Gucci  in  record  lease  in  New 
York's  Trump  Tower;  Trump  Chicago  hotel  opens 
December.  Annually  disputes  FORBES'  net  worth 
estimate:  "I'm  worth  $7  billion." 
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Unmatched  resources. 
Impeccable  client  service. 
A  track  record  of  distinction. 


Pacific  Palisades,  CA  -  $23  million   MLS#  07-208681 


To  view  this  and  thousands  of  other  exceptional  homes, 
visit  coldwellbankerpreviews.com 


p 

COLDWELL  BANKER 

PREVIEWS 

INTERNATIONAL 

We  handle  an  average  of  $131  million  dollars  in  luxury  home  sales  every  day*  For  the  experience,  the  knowledge  and  the  resources 
that  make  a  difference,  take  advantage  of  the  Coldwell  Banker  Previews  International9  program. 


"Data  based  on  closed  and  recorded  transaction  sides  of  homes  sold  for  one  million  dollars  or  more  as  reported  by  independently  owned  and  operated  affiliates  in  the  Coldwell  Banker®  franchise  system  for 
the  calendar  year  2006.  It  should  be  used  for  comparison  purposes  only.  Although  Coldwell  Banker  Real  Estate  LLC  deems  this  information  to  be  reliable,  it  is  not  guaranteed. 

©2007  Coldweti  Banker  Real  Estate  LLC.  All  Rights  Reserved.  Coldwell  Banker®,  Previews®  and  Coldwell  Banker  Previews  International®  Are  Registered  Trademarks  Licensed  To  Coldwell  Banker 
Real  Estate  LLC.  An  Equal  Opportunity  Company.  Equal  Housing  Opportunity©.  Each  Office  Is  Independently  Owned  And  Operated. 


THE  FORBES  400 


ACREAGE 

ACES 


1980s,  later  switched  to  high-end  condo  con- 
struction. Has  constructed  55,000  apartments 
in  Florida  since  1982.  Recently  smacked  by 
stagnating  Miami  market;  estimated  2007  sales 
down  33%  from  last  year  to  $2  billion.  Expand- 
ing into  Atlanta,  Tampa,  Orlando.  Also  Latin 
America:  developing  $3  billion  worth  of 
properties  across  15  projects  in  Argentina, 
Colombia,  Mexico.  Democratic  donor  sup- 
porting Hillary  Clinton's  presidential  bid. 


Igor  Olenicoff 

$1  .7  BILLION 

Real  estate.  Newport  Beach,  Calif.  65. 

Married,  2  children  (1  deceased) 

FAMILY  ESCAPED  SOVIET  UNION  AFTER 
revolution,  settled  in  Iran.  Immigrated  to 
U.S.  at  age  15  with  $800.  USC  grad  worked 
as  a  Motown  Records  exec  before  turning  to 
real  estate  1973.  Today  Olen  Properties  owns 
6.4  million  square  feet  of  commercial  space 
and  11,800  residential  units  in  L.A.,  Las 
Vegas  and  Florida.  IRS  claimed  magnate 
owed  $77  million  in  back  taxes  and  penalties 
last  year;  settled  for  undisclosed  amount. 
Son,  Andrei,  died  2005  in  car  crash;  daugh- 
ter, Natalia,  donating  to  Russian  orphanages 
in  foundation  bearing  Andrei's  name. 


Richard  Peery 

$1  .6  BILLION 

Real  estate.  Palo  Alto,  Calif.  67. 

Married,  4  children 


John  Arrillaga 

$1 .5  BILLION 

Real  estate.  Palo  Alto,  Calif.  70. 

Widowed,  remarried;  2  children 


DUO  BECAME  SILICON  VALLEY'S  BIGGEST 
commercial  landlords  converting  farmland 
bought  in  the  1960s  into  pricey  office  space. 
Credited  with  building  up  the  cities  of  Sun- 
nyvale and  Mountain  View,  where  tenants 
today  include  Google  and  Cisco.  Have  sold 
off  half  their  portfolio  since  2005;  sold 


Do  you  want  to  go? 


In  April  2007,  Charles  Simonyi  flew  to  space  on  a  trip 
He  spent  14  days  in  space  and  returned  with  some  grea 
He  took  the  one  shown  above.  Do  you  want  to  go? 


If  you  are  interested  in  learning  more,  please  contact  us  on  703  894  21! 
or  visit  www.spaceadventures.com. 


THE  FORBES  400 


ACR 

ac: 


;age 

IS 


5.3  million  square  feet  of  office  and  R&D 
facilities  for  $1.1  billion  last  year.  Lifelong 
partners  shun  debt,  media.  Peery:  Dad  was 
an  executive  for  Bank  of  America,  devout 
Mormon.  Arrillaga:  son  of  Basque  immi- 
grants recently  donated  $100  million  to 
alma  mater  Stanford's  endowment  fund. 


B.  Francis  Saul  II 

$1 .6  BILLION 

Banking,  real  estate.  Chevy  Chase,  Md.  75. 

Married,  5  children 


FOUNDED  CHEVY  CHASE  BANK  IN  1969 
from  a  trailer.  Now  Washington,  D.C.  area's 
largest  commercial  bank.  Rising  operating 
expenses  slashing  net  income;  profits  down 
27%  to  $78  million  since  2005.  Founded 
first  real  estate  investment  trust  1964,  sec- 
ond REIT  1969.  Today  Saul  Centers  man- 
ages 7.9  million  square  feet  of  property  in  6 
states.  Trustee  of  Johns  Hopkins  Medical 
Board,  National  Gallery  of  Art. 


Brad  Kelley 

$1  .6  BILLION 


Tobacco.  Nashville.  50. 

Married,  3  children 


FARMERS'  SON  FOUNDED  COMMONWEALTH 
Brands  1990,  manufactured  discount  ciga- 
rettes USA  Gold,  Bull  Durham,  Malibu. 
Outperformed  Big  Tobacco  keeping  adver- 
tising costs  low.  Sold  out  for  $1  billion  cash 
in  2001.  Reinvested  proceeds  in  real  estate: 
owns  1.7  million  acres  in  New  Mexico, 
Florida,  Texas.  Also  holds  small  stake  in 
Churchill  Downs,  home  of  the  Kentucky 
Derby.  Wildlife  conservationist  works  with 
national  zoos  to  breed  "hoof-stock"  and  aids 
in  repatriation  efforts  for  desert  antelopes. 


Carl  Berg 

$1 .5  BILLION 


Real  estate.  Atherton,  Calif.  70. 

Married,  1  child 

PAID  COLLEGE  TUITION  REPAIRING  VEND- 
ing  machines,  working  hotel  night  shift; 
became  a  loan  processor.  Purchased  Mission 
West  real  estate  investment  trust  in  1997. 
Today  manages  7.8  million  square  feet 


across  110  properties.  Silicon  Valley  office 
space  houses  Apple,  Microsoft.  Investing  in 
technology  that  removes  carbon  dioxide 
from  coal-burning  plants,  cancer  research. 
Considers  funding  only  ideas  that  can  make 
him  at  least  $250  million.  "Otherwise  you 
get  into  these  small  companies  that  eat  up  all 
your  time  and  don't  go  anywhere." 

Steven  Roth 

$1  .5  BILLION 

Real  estate.  New  York  City.  65. 

Married,  2  children 

NATIVE  NEW  YORKER  FOUNDED  INTER- 
state  Partners  1968;  today  firm  has  large 
stake  in  Vornado  Realty  Trust,  nation's  sec- 
ond-largest real  estate  investment  trust. 
Multifaceted  REIT  owns  56  million  square 
feet  of  office  space,  mostly  in  New  York  and 
Washington,  D.C.  Also  supermarkets,  shop- 
ping centers,  cold-storage  vaults,  stakes  in 
McDonald's  and  Toys  "R"  Us.  With  Related 
Companies'  Stephen  Ross  (see),  pushing  $14 
billion  reconstruction  plan  for  Madison 
Square  Garden  and  Penn  Station.  This  year 
lost  out  to  Stephen  Schwarzman's  (see) 
Blackstone  Group  in  bid  for  Sam  Zell's  (see) 
Equity  Office  Properties.  Expanding  into 
California  with  Donald  Trump  (see). 

Roland  Arnall 

$1  .5  BILLION 

Mortgage  banking.  Holmby  Hills,  Calif.  68. 

Divorced,  remarried 

BORN  IN  PARIS  ON  THE  EVE  OF  WWII;  FAM- 
ily  moved  to  Montreal,  then  California  late 
1950s.  Sold  flowers  on  Los  Angeles  street 
corners.  Built  mortgage  lender  Ameriquest 
by  forcefully  selling  mortgages  to  home- 
owners unable  to  get  traditional  bank  loans; 
subprime  giant  fell  apart  well  before  this 
year's  lending  meltdown.  Closed  230  retail 
offices,  fired  3,800  employees  in  2006  after 
agreeing  to  pay  $325  million  to  49  states  to 
settle  predatory  lending  charges;  additional 
wolfish  lending  allegations  later  surfaced. 
Sold  company  for  undisclosed  amount  to 
Citigroup  in  September.  Other  assets:  oil, 
Southern  California  real  estate.  U.S.  Ambas- 
sador to  the  Netherlands  raised  more  than 
$12  million  for  President  Bush's  reelection. 


Tamir  Sapir 

$1  .5  BILLION 


Real  estate.  New  York  City.  60. 

Divorced,  4  children 

RUSSIAN  EMIGRE  AND  FORMER  CABDRIVER 
made  first  fortune  bartering  fertilizer  and  oil 


with  Soviets  in  1980s.  Reinvested  in  real 
estate.  Today  owns  7  office  buildings  in 
Manhattan;  1 -million-square-foot  office 
tower  in  downtown  undergoing  extensive 
renovations.  New  Trump  Soho  condo  hotel 
development  recently  announced.  Son, 
Alex,  became  president  of  the  Sapir  Organi- 
zation last  year;  dad  remains  chairman, 
checks  in  often  from  his  penthouse  over- 
looking Acapulco  Bay  in  Mexico  or  his  Ver- 
sace-accented yacht.  Plans  to  house  vast 
ivory  collection  in  famed  Duke-Seamans 
Mansion  next  year. 

Walter  Shorenstein 
&  family 

$1.3  BILLION 

Shorenstein  Properties.  San  Francisco.  91. 

Widowed,  3  children  (1  deceased) 

U.  OF  PENNSYLVANIA  DROPOUT  BEGAN 
buying  commercial  property  in  San  Fran- 
cisco after  discharge  from  military  1946.  At 
one  time  owned  20%  of  city's  office  space. 
Began  selling  out  after  the  tech  bubble  burst: 
"San  Francisco  is  a  great  city,  but  sometimes 
you  have  to  play  defense."  Son,  Douglas,  now 
oversees  family's  various  investment  funds; 
owns  more  than  32  million  square  feet  across 
the  country.  Daughter,  Carole,  produces 
Broadway  plays.  Family  founded  Joan 
Shorenstein  Center  on  Press,  Politics  &  Pub- 
lic Policy  at  Harvard;  also  sponsors  programs 
at  Stanford  and  UC,  Berkeley.  Liberal 
received  Democratic  National  Committee's 
Lifetime  Achievement  Award  in  1997. 

Timothy  Blixseth 

$1  .3  BILLION 

Yellowstone  Club.  Medina,  Wash.  57. 

Married,  4  children 

SON  OF  NORWEGIAN  IMMIGRANTS  GREW 
up  poor  in  Oregon.  Bought  3  donkeys  for 
$75  at  age  15;  a  week  later  saw  an  ad  for 
pack  mules  selling  at  double  the  price. 
"Rebranded"  his  animals,  made  200%  profit. 
Skipped  college,  failed  as  professional  song- 
writer. Made  first  fortune  with  investment  in 
timberland.  Bought  Montana  land  for  $140 
an  acre,  swapped  for  ski  slopes  near  Big  Sky. 
Developed  Yellowstone  Club:  13,400-acre 
resoYt  with  private  ski  mountain,  golf  course. 
Expanded  into  Yellowstone  Club  World; 
today  memberships  start  at  $1.5  million.  Still 
owns  timberland,  development  properties  in 
Palm  Desert;  writes  songs  for  own  record 
label,  distributed  by  Warner  Bros.  May  soon 
fall  from  The  Forbes  400:  divorcing  wife  of 
25  years,  Edra;  once  finalized,  she  could 
receive  as  much  as  half  of  his  fortune. 
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Masterpiece  Lune  Retrograde. 

Projects  the  compelling  play  of  the  moon  phases  on  your  wrist. 


Maurice  /ULacroix 

Manufacture  Horlogere  Suisse 
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JORGE  PEREZ 


Latino  Connection 

Jorge  Perez  marketed  Miami  as  a  condo  haven  for  rich 
South  Americans.  Now  Florida's  real  estate  hangover  has  him 
looking  for  riches  in  South  America.  By  Tatiana  Serafin 


JORGE  PEREZ  VIVIDLY  RECALLS  THE  DAY  HE  WAS  FORCED 
to  flee  Cuba.  He  was  10  years  old,  and  his  dad,  a  business- 
man who  had  worked  for  Eli  Lilly  &  Co.  in  Argentina,  had 
moved  the  family  back  to  his  homeland  a  year  earlier  to  take 
over  his  inheritance:  a  cattle  ranch,  sugar  plantation,  drug  whole- 
saler, pharmacy  and  more.  The  family  lost  it  all  in  the  days  after 
Fidel  Castro's  communist  rebels  nationalized  the  assets  of  the  rich. 


On  that  fateful  day,  among  the  panic-stricken  mob  at  the 
Havana  airport,  his  mother  took  off  her  jewelry  and  handed  it  to 
Jorge's  tearful  grandmother  to  prevent  security  guards  from  con- 
fiscating it.  She  kept  only  her  wedding  band  and  a  few  pieces  she 
prized  for  sentimental  value— and  the  guards  relieved  her  of 
even  those  as  the  Perezes  boarded  a  flight  to  Bogota,  where  they 
would  resettle  into  a  starkly  more  spartan  life.  Once  there,  Jorge 
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says,  his  mom,  who  had  never  had  to  work,  took  two  jobs  to  help 
his  dad  support  the  family.  By  day  she  taught  high  school  and  at 
night  she  translated  documents. 

"I  saw  my  mother  go  from  riding  in  a  chauffeur-driven  car  to 
taking  the  bus,"  Perez  says.  "We  never  experienced  a  hard  exile," 
he  hastens  to  add,  but  the  loss  and  trauma  steeled  him.  His  par- 
ents hadn't  socked  away  any  money  in  the  U.S.  as  other  wealthy 
Cubans  had,  and  they  were  forced  to  leave  with  nothing.  That  is 
one  reason  why  Perez  today  stocks  cash— lots  of  it. 

Half  a  billion  dollars  in 
cash  now  underpins  his 
closely  held  development 
company,  Related  Group. 
Jorge  (he  pronounces  it 
"George"  when  in  North 
America)  Perez  has  built 
enormous  wealth  of  his 
own,  starting  on  the  shores 
of  Miami,  home  to  hun- 
dreds of  thousands  of 
Cuban  refugees  who  fled 
Castro  as  his  own  family 
had.  He  is  the  builder 
behind  six  luxury  condos 
that,  like  giant  exclamation 
points,  punctuate  the  sky- 
line of  the  famed  South 
Beach.  They  star  in  the 
opening  credits  of  the 
recent  rendition  of  Miami 
Vice,  and  Perez,  still  slender 
at  57  and  swathed  in  layers 
of  white  linen,  could  play  a 
role  in  the  film. 

Now  worth  $1.8  billion 
and  271st  on  The  Forbes 
400,  he  has  built  15,000 
condos  in  Florida  in  ten  years.  His  most  lucrative  push  began  in 
the  mid-1990s,  letting  him  reap  prodigious  profits  on  1,400  units 
in  South  Beach,  4,000  in  downtown  Miami  and  10,000  luxury 
cribs  in  Fort  Lauderdale,  West  Palm  Beach,  North  Dade  and 
South  Broward  counties  so  far.  In  Apogee,  a  22-story  67-unit 
tower  on  Biscayne  Bay  that  is  fully  presold  and  will  open  by  the 
end  of  the  year,  he  landed  $5  million  per  home,  fed  by  the  seem- 
ingly unstoppable  housing  boom. 

Whoops.  Now  perhaps  40,000  Florida  condos  are  up  for  sale 
and  lacking  buyers.  Condo  sales  are  down  19%  in  a  year.  Perez 
has  seen  a  disturbing  rise  in  defaults  among  buyers  who  were 
about  to  close  on  their  condos,  from  0.5%  to  2.5%  of  pending 
deals  recently.  Now  he  is  bracing  for  that  rate  to  double  and  says 
it  could  rise  from  there— and  if  his  customers  don't  close,  he 
won't  get  paid.  Related  is  setting  up  a  team  to  manage  these 


properties  until  they  get  sold;  he  stubbornly  refuses  to  cut  his 
prices.  So  far. 

Even  as  the  market  collapses  around  him,  Perez  is  in  the 
midst  of  starting  five  more  projects  in  South  Florida.  He  won't 
line  up  financing  until  at  least  half  the  units  are  presold  and 
under  contract.  By  year-end,  in  part  because  Related  Group  also 
sells  a  cheaper  line  of  condos  now,  its  revenue  is  expected  to  fall 
by  one-third  (to  $2  billion);  its  net  profits  will  decline  40%  (to 
$250  million).  In  2009,  revenue  may  fall  another  25%,  to  $1.5 
billion,  he  says.  "We  are  in  the  rebuilding  stage." 

From  his  office  in  downtown  Miami  he  looks  out  over  Bis- 
cayne Bay  and  seven  of  his  buildings  now  under  construction;  at 
one  point  in  an  interview  he  stops  talking  to  point  out  a  dolphin 


Jorge  Perez  reviewing  plans  for  Icon  Vallarta,  his  first  Mexican  condo  development. 


or  two  swimming  in  the  surf.  "I  am  a  born  worrier.  I  wake  up  in 
the  morning  and  think  everything  will  collapse,"  Perez  says, 
oblivious  to  the  possibility  that,  um,  this  fear  isn't  just  a  bad 
dream.  "Let  me  tell  you,  if  I  didn't  have  all  these  deposits  that  are 
nonrefundable,  Id  be  petrified."  He  is  bracing  for  worse,  contem- 
plating converting  his  condos  to  rentals  if  he  must.  If  things  get 
really  bad,  Perez  could  tumble  off  The  Forbes  400,  which  he 
joined  three  years  ago. 

So  what  to  do?  Tell  yourself  that  Florida  is  a  nightmare,  not 
reality,  and  build  elsewhere.  Perez  has  1 5  projects  worth  $3  bil- 
lion in  the  works  outside  the  U.S.  In  Argentina  he  is  partnering 
with  IRSA,  one  of  the  country's  largest  real  estate  companies,  to 
build  a  13- tower  complex  of  condos,  hotels  and  marinas  on  a 
200-acre  site  in  Buenos  Aires.  It  eventually  could  cost  $2  billion. 

In  Mexico  Perez  just  broke  ground  on  the  three-tower 
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oceanfront  Icon  Vallarta,  whose  interiors  will  be  designed  by 
Philippe  Starck  (the  creative  force  behind  Cafe  Costas  in  Paris). 
In  June  he  visited  the  site  with  Starck  and  Perez's  longtime  part- 
ner, billionaire  Stephen  Ross,  who  owns  25%  of  Related  Group 
(to  Perez's  75%)  and  built  the  Time  Warner  Center  in  New  York. 
In  three  days  they  peddled  all  130  units  in  the  first  tower,  raising 
$70  million  (and  taking  in  $14  million  in  those  nonrefundable 
deposits  that  let  Perez  sleep  at  night).  The  demand — stoked  by  a 
$3  million  campaign  with  parties  in  Mexico  City,  Puerto  Val- 
larta, Miami,  Los  Angeles  and  Dallas — was  so  robust  that  he 
held  back  sales  for  the  second  high-rise  to  raise  prices. 

From  Puerto  Vallarta  Perez  and  Ross  flew  on  his  Gulfstream 
to  check  on  pending  Related  Group  projects  in  Canciin  and  the 
Dominican  Republic.  Still  other  hotel  condo  projects  are 
planned  in  Punta  del  Este,  Uruguay  and  Cartagena,  Colombia. 

Perez  planned  a  $3  billion  condo-casino  complex  in  Las  Vegas 
but  sold  the  land  to  W  Hotels  for  a  $100  million  profit  last  year. 
In  Atlanta  he  plans  to  begin  construction  early  next  year  on  a  270- 
unit  condo  tower  in  the  first  of  up  to  nine  new  residential  towers 
to  be  built  on  the  largest  blank  slate  in  the  city,  a  20-acre  parcel. 
He  purchased  the  land  for  $40  million  in  2006  and  insists  that  it 
has  at  least  doubled  in  value.  (Housing  collapse?  You're  dreaming.) 
The  condos  will  start  at  $400,000.  Perez  and  another  partner,  Simon 
Property  Group,  the  REIT,  will  break  ground  on  the  first  of  two 
Starck  towers  in  the  first  quarter  of  2008. 


Even  in  Miami  he  still  is  at  work,  finishing  up  500  Brickell, 
which  has  wireless  touchpad  screens  in  every  condo  and,  on 
the  rooftop,  a  circular  "infinity  edge"  pool  that  greets  the  bay 
and  the  horizon  beyond.  He  also  has  begun  building  cheaper 
apartments  that  will  sell  for  $150,000  to  $300,000;  all  495  one- 
and  two-bedroom  units  sold  out  in  a  month  at  Loft  3,  and  he 
plans  a  Loft  4  for  downtown. 

Nicknamed  the  "Donald  Trump  of  the  Tropics"  in  the 
Miami  press,  Perez  started  his  career  as  a  developer  in  low- 
income  housing.  He  went  to  C.W.  Post  and  the  University  of 
Michigan  (both  on  full  scholarship),  graduated  in  1976  and 
moved  to  Miami,  where  his  parents  had  settled.  He  started  at  a 
city  job  building  neighborhood  projects  such  as  community 
centers  for  the  poor  in  Little  Havana.  In  1979  he  hooked  up 
with  Stephen  Ross  of  Related  Cos.  in  New  York  to  form 
Related  Florida,  focusing  first  on  affordable  homes.  They 
cleared  a  $1  million  profit  in  their  first  year  and  soon  moved 
up  the  ladder  into  the  luxury  market. 

Now  Perez  meets  with  presidents  (of  Argentina,  Uruguay 
and  Colombia)  and  contenders  (he  had  dinner  with  Hillary 
Clinton  in  September).  He  even  advises  Clinton  on  Cuba — 
though  he  has  never  returned  there  since  fleeing  Castro.  He 
dreams  of  one  day  restoring  Havana's  historic  architecture.  It's  a 
beautiful  city,  he  says,  and  he  would  love  to  reclaim  that  past. 
And  his  own.  F 
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Hotel  Le  Bristol  Paris,  an  exceptional  Palace  filled 
with  life  and  culture,  which  has  made  service  an  art. 


HOTEL 


LE  BRI  STOL 

PARIS 

112,  rue  du  Faubourg  Samt-Honore 
75008  Paris  -  France 
Tel.  +33  (0)1  53  43  43  00  -  Fax.  +33  (0)1  53  43  43  01 
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The  majority  of  the  39  women  on  The  Forbes  400  inherited 
their  wealth.  But  these  dollar  divas  built  their  fortunes  from  the  ground 
up  or  have  an  active  role  running  their  family  empires. 


Abigail  Johnson 

$15  BILLION 


Fidelity.  Boston.  45. 

Married,  2  children 


WITH  FAMILY  CONTROLS  FIDELITY  INVEST- 
ments,  America's  largest  mutual  fund 
company.  Assets  under  management:  $1.5 
trillion.  Father  Edward  III  (see)  joined  com- 
pany as  an  analyst  in  1957,  president  15 
years  later.  "Abby"  studied  art  history  at 
Hobart  &  William  Smith  Colleges;  then 
earned  Harvard  M.B.A.  Joined  family  busi- 
ness 1988,  tracked  industrial  equipment 
stocks.  Ran  her  first  diversified  fund  1993. 
Father  reduced  his  ownership  in  1995;  Abby 
inherited  a  24%  stake.  Became  president  of 
company's  mutual  fund  division  2001.  Now 
runs  Employer  Services  division,  which 
administers  payroll  and  employee  stock 
plans.  Who  owns  what?  Once  clearly 
defined,  Fidelity  stakes  amongst  Johnson 
family  members  are  now  one  of  the  best- 
kept  secrets  in  capitalism.  Company  says 
Abby  has  sold  some  of  her  shares  to  other 
family  members;  family  still  controls  49% 
of  company. 


Oprah  Winfrey 

$2.5  BILLION 


See  page  314. 


Martha  R.  Ingram  &  family 

$2.4  BILLION 

Ingram  Industries.  Nashville.  72. 

Widowed,  4  children 

VASSAR  GRAD  NAMED  CHAIRMAN  OF 
Ingram  Industries  after  death  of  husband 
Bronson  Ingram  in  1995.  Bronson  inherited 
his  father's  oil-and-barge  business  1963. 
Today  company  is  one  of  the  nation's  largest 
media  distribution  conglomerates:  books, 
magazines,  print  on  demand.  Books  opera- 
tions run  by  son  John;  division's  sales  down 
48%  last  year  amid  growing  competition 
from  big  retailers.  Son  David  manages  spin- 
off Ingram  Entertainment:  CDs,  DVDs. 
Original  barge  business  led  by  son  Orrin; 
president,  chief  executive  of  Ingram  Indus- 
tries. Martha  remains  chairman.  Perform- 
ing-arts buff  prominent  in  Nashville  social 
circles.  Chairman  of  the  Board  of  Trust  of 
Vanderbilt  U. 


Marilyn  Carlson  Nelson 

$2.2  BILLION 

Carlson  Cos.  Minneapolis.  68. 

Married,  3  children 


Barbara  Carlson  Gage 

$2.2  BILLION 

Carlson  Cos.  Minneapolis.  65. 

Married,  4  children 


SISTERS  INHERITED  HOSPITALITY,  MARKET- 
ing,  food,  travel  empire  from  father,  Curtis 
Carlson.  Dad  founded  Gold  Bond  Stamp 
company  1938;  produced  trading  stamps  for 
grocery  store  promotions.  Today  Carlson 
Cos.  own  hotels  (Radisson,  Country  Inns  & 
Suites),  restaurants  (T.G.I.  Friday's).  Last 
year  travel  subsidiary  Carlson  Wagonlit 
bought  rival  Navigant;  sales  now  $37  billion. 
Marilyn  runs  company;  Barbara  administers 
family  foundation.  Marilyn's  son  Curtis 
appointed  chief  operating  officer  in  2003, 
resigned  this  year;  sued  mom,  aunt  in  May, 
claiming  he  was  cheated  out  of  chief  execu- 
tive position  and  his  cut  of  profits. 
Continued  on  page  316 
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Bose®  QuietComfort®  Acoustic  Noise  Cancelling®  headphones. 


Use  them  as  a  concert  hall  -  or  a  sanctuary. 


Think  of  them  as  a  reprieve  from  the 
world  around  you.  Whether  it's  the  engine 
roar  inside  an  airplane,  the  bustle  of  the 
city  or  distractions  in  the  office,  Bose® 
QuietComfort®  headphones  help  them  fade 
softly  into  the  background  with  the 
of  a  switch.  You  can  savor  delicate 
musical  nuances  in  places  you 
couldn't  before.  And  when 
you're  not  listening  to  music,  you 
can  quietly  slip  into  a  haven 
■         »  of  peace  and 

l3fl   Tffi      solitude.  Clearl; 

\H      jjjHj      these  are  no  ord 

headphones.  It's  no  exag- 
geration  to  say  they're 

QC2  headphones  (left)  one  of  those  tnin9s  vou 
QO  headphones  (right).      have    to    experience  tO 

believe.  They're  even  available  in  your  choice 
of  styles:  on-ear  and  around-ear. 

Reduce  noise  with  Bose  technology.  Our 

headphones  were  designed  primarily  for  air- 
plane travelers,  and  that's  where  their 
patented  Bose  technologies  create  the  most 
dramatic  noise  reduction.  But  owners  soon 
told  us  they  often  use  them  in  other  places 
to  enjoy  their  music  with  greater  clarity.  When 
the  QC'"2  headphones  were  introduced, 
TechnologyReview.com  said,  "It's  as  if 
someone  behind  your  back  reached 
out,  found  the  volume  contro 
for  the  world,  and  turned  it 

way,  way,  down." 

Try  them  when 
Jp^w^      you're   on  the 

•       go,  at  home  and  j 
f>      *    in  the  office. 

*  Enjoy  your  music 
with  our  best-sounding  head 
phones  ever.  As  Ultimate  Mobility 
magazine  reports,  Bose  headphones  "have 
been  the  gold  standard  for  years."  Patented 
Bose  noise  reduction  and  audio  technologies, 
working  together,  can  make  any  listening 
experience  more  enjoyable. 


On-ear 
QC  3  headphones 


Around-ear 
QC2  headphones 


"...the  most  comfortable  headphone 
we've  ever  worn."  That's  what  Adam 
Frucci  of  SciFi.com  says  about  the  on-ear 
fit  of  the  QC3  headphones. 
If  you  prefer  an  around- 
design,  the  QC2 
headphones  are  equally  i>/<? 
comfortable.  Simply  turn 
them  on  to  enjoy  peace  and 
tranquility.  To  add  Bose 
quality  sound,  attach  the 
audio  cord  and  connect 
them  to  a  home  stereo,  lap- 
top, portable  CD/DVD/MP3 
player  or  in-flight  audio 
system.  They  also  offer  a  fold- 
at  design  for  easy  storage  in  the 
ig  case. 

Call  1-800-901-0256,  ext.  Q5871  to  try 
them,  risk  free.  Choose  the  style  you  prefer. 
The  QC3  headphones  lightly 
rest  on  your  ears.  The  QC2 
headphones  gently  surround 
them.  Both  QC2  and  QC3 
headphones  offer  the  same 
total  (active  plus  passive)  noise 
reduction  and  the  same  acclaimed  audio 
performance.  Your  choice  should  be 
made  on  whether  you  prefer 
around-ear  or  on-ear  head- 
phones. Our  Excitement 
Guarantee  lets  you  try 
them  risk  free  for  30  days. 
Ask  about  using  your  own 
major  credit  card  to  make 
12  easy  payments,  with  no 
interest  charges  from  Bose*  And 
discover  headphones  that  are  very 
different  from  the  rest  -  Bose  QuietComfort 
Acoustic  Noise  Cancelling®  headphones. 

To  order  or  learn  more: 

1-800-901-0256 

ext.  Q5871 
www.Bose.com/QC 


FREE 
shipping 
with  your 
order. 


Better  sound  through  research  . 

'Bose  payment  plan  available  on  orders  of  $299-$1 500  paid  by  major  credit  card  Additional  financing  offers  may  be  available  for  select  products  See  website  for  details  Down  payment  is  1/12  the  product 
jrice  plus  applicable  tax  and  shipping  charges.  Then,  your  credit  card  will  be  billed  for  1 1  equal  monthly  installments  with  0%  APR  and  no  interest  charges  from  Bose.  Credit  card  rules  and  interest  may  apply 
J.S.  residents  only.  Limit  one  active  financing  program  per  customer.  ©2007  Bose  Corporation.  Patent  rights  issued  and/or  pending.  The  distinctive  oval  ring  design  is  a  registered  trademark  of  Bose  Corporation 
-inancmg  and  free  shipping  offer  not  to  be  combined  with  other  offers  or  applied  to  previous  purchases,  and  subject  to  change  without  notice  Risk  free  refers  to  30-day  trial  only  and  does  not  include  return 
.hipping  Delivery  is  subject  to  product  availability  Quotes  reprinted  with  permission:  Simson  Garfinkel,  TechnologyReview  com,  7/9/03,  Ultimate  Mobility,  Fall/03 
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Oprah  Winfrey 

$2.5  BILLION 

Television.  Chicago.  53.  Single 

THE  QUEEN  OF  DAYTIME  TELE- 
vision  continues  to  expand  her 
empire.  Last  fall  began  produc- 
ing The  Rachael  Ray  Show; 
Food  Network  sweetheart's 
gabfest  already  garners  2.3  mil- 
lion viewers  a  week.  Launched 
XM  Radio  channel  Oprah  and 
Friends  last  September.  Born  in 
rural  Mississippi,  became  TV 
newscaster  in  Nashville,  Balti- 
more. Joined  Chicago  TV  sta- 
tion, turned  3rd-rated  morning 
show  into  nation's  No.  1  talk 
show.  The  Oprah  Winfrey  Show 
launched  nationally  1986;  cur- 
rently airs  in  135  countries 
drawing  46  million  viewers  a 
week  in  the  U.S.  Also  launched 
showboating  shrink  Dr.  Phil;  a 
producer  of  the  musical  version 
of  The  Color  Purple  on  Broad- 
way. Donated  $40  million  to 
create  the  Leadership  Academy 
for  Girls  in  South  Africa.  Previ- 
ous net  worth  estimates  failed 
to  account  for  value  of  Oprah's 
powerful  brand. 


T 


Welcome  to  TELCEL 


We  are  the  leading  mobile  communications  company  in 
Mexico  with  over  45  million  customers...ar»d  growing! 

Our  communications  coverage  includes  over  100,000  towns 
and  cities  and  more  than  1 5,000  miles  of  highway  coverage. 

As  Added  Value  Services  the  following  may  be  included  (see  note  below): 


•Written  Messages-Short  Messaging  System  (SMS) 
•  Multimedia  Messaging  System  (MMS) 
•  General  Packet  Radio  Service  for  Digital  Data  (GPRS) 
•  Dial  your  voice  mail  or  your  customer  care  services 
using  the  short  codes  as  if  you  were  at  home 
•  Dial  your  contact  numbers  from  your  phone 
book  without  further  modification 
•  Roaming  features  Customer  Service 
at  *111  or  (55)  25  81  33  00 

On  behalf  of  the  largest  mobile  communications  company  in  Mexico  we  invite  you  to  select 
Telcel  as  your  communications  partner,  so  you  can  keep  in  touch.just  like  home. 


For  both  local  and  national  calls 
Area  code  +  number  {10  digits  in  total) 


Mexico  City  55 
Guadalajara,  Jalisco  33 
Monterrey,  Nuevo  Leon  81 
Acapulco,  Guerrero  744 
Los  Cabos,  BCS  624 
Cancun,Quintana  Roo  998 
Toluca,  State  of  Mexico  722 


For  US  and  Canada  +  001  +  area  code  +  number 
All  other  countries  +  00  +  country  code  +  area  code  +  number 


All  services  are  subject  to  operator  and/or  carrier  availability,  interconnection  agreements,  and  users  equipment. 
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Margaret  Hardy  Magerko 

$2  BILLION 

84  Lumber.  Belle  Vernon,  Pa.  41. 

Married,  1  child 

LEARNED  LUMBER  BUSINESS  FROM  FATHER, 
Joe  Hardy,  who  opened  first  lumberyard 
1952;  founded  84  Lumber  in  1956.  "Maggie" 


took  reins  in  1992,  ceded  do-it-yourself 
market  to  Home  Depot,  Lowe's.  Today  95% 
of  firm's  $4  billion  sales  comes  from  profes- 
sional contractors.  Constructing  new  lum- 
beryards across  the  Sunbelt.  Plans  to  triple 
sales  by  2009  are  being  hampered  by  housing 
downturn.  Owns  Nemacolin  Woodlands 
resort  in  the  Pennsylvania  highlands. 

Phyllis  Taylor 

$1  .6  BILLION 


Taylor  Energy.  New  Orleans.  66. 

Widowed 

LOUISIANA  NATIVE  EARNED  LAW  DEGREE 
from  Tulane  U.,  worked  as  clerk  for 


Louisiana  Supreme  Court.  Husband, 
Patrick,  a  classic  wildcatter:  built  one  of  the 
largest  private  oil  companies  in  the  Gulf  of 
Mexico.  Phyllis  took  over  following  his 
death  in  2004.  Taylor  Energy  produces  some 
6.5  million  barrels  of  oil  and  natural  gas 
equivalent  a  year.  Donated  vast  sums  to  var- 
ious New  Orleans  charities  in  past  year. 


Margaret  Whitman 

$1  .4  BILLION 


Ebay.  Atherton,  Calif.  51. 

Married,  2  children 


HARVARD  M.B.A.  HELD  POSTS  AT  HASBRO, 
Keds,  Procter  &  Gamble,  FTD,  Disney,  Bain 
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k  Co.  before  landing  Ebay  s  chief  auction- 
eer post  in  1998.  "Meg"  steered  company 
hrough  Internet  boom,  then  bust,  by  stick- 
ng  with  loyal  trading  communities  and 
>riginal  goal:  "create  an  environment  in 
vhich  ordinary  people  could  be  successful." 
4oved  beyond  auctions;  today  company 
>wns  Shopping.com,  Web-phone  outfit 
ikype.  Exploring  online  classifieds  with 
ibay-created  "Kijiji."  Bought  25%  stake  in 
nadly  popular  Craigslist  in  2004.  Teamed 
lp  with  Chinese  auctioneer  Tom  Online; 
wo  companies  set  to  rule  online  ads  in 
"hina.  Sold  Ebay  shares  for  the  first  time 
ince  2003  this  year;  stock  up  25%  in  past 
2  months. 


HEDA  (Hangzhou  Economic  and  Technological  Development  Area)  is  a 
national  development  zone  in  China  where  you  will  find: 

More  preferential  policies  than  other  provincial  and  municipal  development  zones; 

Rich  human  resources  supported  by  1 4  universities; 

An  environmentally  friendly  area  certificated  by  ISO  1 4001 . 

Area:    104.7  km2 
To  inti  airport:  1 5  km 

Main  industries:  IT,  biotechnology,  electronic  home  appliances,  automotive 
components,  machinery  manufacturing,  light  industry  and  food  manufacturing. 

Up  to  the  end  of  April  2007,  439  foreign  enterprises,  including  31  Fortune  500 
companies,  had  invested  US$8.84  billion  in  HEDA, 

Preferential  export  refunO  policies  can  be  applied  to  enterprises  in  Zhejiang  Hangzhou 
Export  Processing  Zone. 

Business  Process  Outsourcing  (BPO), 
Software,  R&D  and  Training  Centre 
are  the  preferred  industries  of 
Singapore-Hangzhou  Science  ana 
Technology  Park. 


^OU  SHjANGHAI  ^ 


DONGHA!  BRIDGE 


BO*/*- 


ZHEJIANG 

PROVINCE 


HEDA 

hangzhou  economk  wi  noMunou  dmiopmb>i  m 


Contact  information: 

URL:  www.heda.gov.cn 

Email:  investhedaf"  yahoo.com.cn    laojiazhong'"  163.com 
Tel:      +86  571  8691  2683/8684  0881/  8691  9976  (in  English) 

+  86  571  8691  2832/8684  0882  (in  Japanese) 

+  86  571  8691  1721  (in  Korean) 


Margaret  Magerko,  photographed 
by  Evan  Kafka  in  Pennsylvania. 
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Bass,  Sid  117 

Oil,  investments  ($3.0  BILLION) 

106 

c 

INDEX 

Batten,  Frank  Sr  239 
Landmark  ($2.0  BILLION) 

110 

Calamos,  John  261 

Mutual  funds  ($1.9  BILLION) 

278 

Beal,  Andrew'  317 

Banking,  real  estate  ($1.5  BILLION) 

290 

Casden,  Alan  239 
Real  estate  ($2.0  BILLION) 

300 

Bechtel,  Riley  91 

Engineering,  construction  ($3.5  BILLION) 

214 

Cathy,  S  Truett  380 

Chick-fil-A  ($1.3  BILLION) 

210 

Bechtel,  Stephen  Jr  91 

Engineering,  construction  ($3.5  BILLION) 

104 

Catsimatidis,  John  *)  220 

Oil,  real  estate,  supermarkets  ($2.1  BILLION) 

90 

Berg,  Carl  j  317 

Real  estate  ($1.5  BILLION) 

306 

Chambers,  Anne  Cox  24 

Cox  Enterprises  ($12.6  BILLION) 

98 

A 

Bezos,  Jeff rey  35 
Amazon  ($8.7  BILLION) 

164 

Clark,  James  361 
Netscape  ($1.4  BILLION) 

189 

Abele,  John  297 

Boston  Scientific  ($1.6  BILLION) 

198 

Bisciotti,  Stephen  380 

Outsourcing,  football  ($1.3  BILLION) 

253 

Cohen,  Steven  47 
Hedge  funds  ($6.8  BILLION) 

262 

Abraham,  S  Daniel  220 
Slim-Fast  ($2.1  BILLION) 

222 

Black,  Leon  i  82 

Leveraged  buyouts  ($4.0  BILLION) 

266 

Connor,  William  II  271 

Supply-chain  services  ($1.8  BILLION) 

226 

Adelson,  Sheldon  3 

Casinos,  hotels  ($28.0  BILLION) 

77 

Blank,  Arthur  317 
Home  Depot  ($1.5  BILLION) 

248 

Conway,  William  Jr  *  165 

Leveraged  buyouts  ($2.5  BILLION) 

274 

Albaugh,  Dennis*  317 
Pesticides  ($1.5  BILLION) 

230 

Blavatnik,  Leonard  45 

Access  Industries  ($7.2  BILLION) 

82 

Cook,  William  68 

Medical  devices  ($4.5  BILLION) 

190 

Allen,  Herbert  Jr  239 

Investment  banking  ($2.0  BILLION) 

110 

Blixseth,  Timothy  380 

Timberland,  real  estate  ($1.3  BILLION) 

306 

Cooke,  Phoebe  Hearst  220 
Hearst  Corp  ($2.1  BILLION) 

132 

Allen,  Paul !  1 1 

Microsoft,  investments  ($16.8  BILLION) 

158 

Bloomberg,  Michael  25 
Bloomberg  ($11.5  BILLION) 

120 

Coulter,  James*  135 

Leveraged  buyouts  ($2.8  BILLION) 

268 

Anderson,  John  220 

Investments  ($2.1  BILLION) 

276 

Bluhm,  Neil  220 
Real  estate  ($2.1  BILLION) 

298 

Crown,  Lester  68 

Investments  ($4.5  BILLION) 

102 

Annenberg,  Leonore  165 

Publishing  ($2.5  BILLION) 

128 

Bonderman,  David*  105 

Leveraged  buyouts  ($3.3  BILLION) 

268 

Cuban,  Mark  161 

Broadcast  com  ($2.6  BILLION) 

246 

Anschutz,  Philip  41 

Investments  ($7.6  BILLION) 

100 

Booth,  Franklin  Jr  204 

Berkshire  Hathaway  ($2.2  BILLION) 

274 

D 

Ansin,  Edmund  286 

Sunbeam  Broadcasting  ($1.7  BILLION) 

134 

Bose,  Amar  271 
Bose  ($1.8  BILLION) 

172 

D'Aniello,  Daniel '  165 

Leveraged  buyouts  ($2.5  BILLION) 

274 

Argyros,  George  271 

Real  estate,  investments  ($1.8  BILLION) 

300 

Brandes,  Charles  165 

Money  management  ($2.5  BILLION) 

270 

Dalio,  Ray*  i  82 

Hedge  funds  ($4.0  BILLION) 

266 

Arison,  Micky  55 

Carnival  Cruises  ($5.8  BILLION) 

243 

Bren,  Donald  Jr  23 
Real  estate  ($13.0  BILLION) 

98 

Davidson,  William  68 
Glass  ($4.5  BILLION) 

243 

Arnall,  Roland  317 
Mortgages  ($1.5  BILLION) 

306 

Briger,  Peter  Jr*  317 

Fortress  Investment  Group  ($1.5  BILLION) 

284 

Davis,  Jim  165 

New  Balance  ($2.5  BILLION) 

1441 

Arnold,  John*  317 
Hedge  funds  ($1.5  BILLION) 

290 

Brin,  Sergey  5 
Google  ($18.5  BILLION) 

78 

Day,  Robert  297 

Money  management  ($1,6  BILLION) 

2841 

Arrillaga,  John  317 

Real  estate  ($1.5  BILLION) 

304 

Broad,  Eli  46 

Investments  ($7.0  BILLION) 

262 

DeBartolo,  Edward  271 

Shopping  centers  ($1.8  BILLION) 

300 

B 

Bronfman,  Edgar  Sr  108 

Liquor  ($3.2  BILLION) 

216 

Dell,  Michael  8 
Dell  (S17.2  BILLION) 

80 

Bacon,  Louis  286 
Hedge  funds  ($1.7  BILLION) 

282 

Brown,  John  380 

Stryker  Corp  ($1.3  BILLION) 

198 

DeLuca,  Fred  297 
Subway  ($1.6  BILLION) 

228 

Ballmer,  Steven  1 6 
Microsoft  ($15.2  BILLION) 

158 

Buck,  Peter  297 
Subway  ($1.6  BILLION) 

228 

Desai,  Bharat*  286 
Syntel  ($1.7  BILLION) 

176 

Baron,  Ronald*  317 

Money  management  ($1.5  BILLION) 

288 

Bucksbaum,  Matthew  105 

Real  estate  ($3.3  BILLION) 

294 

DeVos,  Richard  89 
Alticor  ($3.6  BILLION) 

214 

Barrack,  Thomas  195 
Colony  Capital  ($2.3  BILLION) 

274 

Buff  ett,  Warren  2 

Berkshire  Hathaway  ($52.0  BILLION) 

76 

Diller,  Barry  317 

IAC/lnterActiveCorp  ($1.5  BILLION) 

136 

Bass,  Edward  1 65 

Oil,  investments  ($2.5  BILLION) 

86 

Burkle,  Ronald  91 

Supermarkets,  investments  ($3.5  BILLION) 

266 

Dinan,  James*  361 
Hedge  funds  ($1.4  BILLION) 

2911 

Bass,  Lee;  117 

Oil,  investments  ($3.0  BILLION) 

86 

Burred,  Gary  114 

Navigation  equipment  ($3.1  BILLION) 

167 

Disney,  Roy  361 

Walt  Disney  ($1.4  BILLION) 

110 

Bass,  Robert  57 

Oil,  investments  ($5.5  BILLION) 

86 

Butt,  Charles  195 

Supermarkets  ($2.3  BILLION) 

220 

Doerr,  L  John  271 

Venture  capital  ($1.8  BILLION) 

174 

NEW  ENTRY  RETURNEE 
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INVESTMENT  ADVICE  FROM  A  NAME  YOU  TRUST 
WWW.FORBESNEWSLETTERS.COM 


InvesTech  Research 
Focus:  Market  Timing,  Contrarian  Investing 


NoLoad  Fund*X 
Focus:  Mutual  Funds 


Forbes  ETF  Advisor  by  Jim  Lowell 
Jim  Lowell's  Fidelity  Investor 
Focus:  ETFs,  Mutual  Funds 


Insightful  Commentar 

ofitable  Pick; 


Forbes.com  Newsletters  offers  more 
than  30  best-of-breed  Investment 


Prudent  Speculator 
Prudent  Speculator  Tech  Value  Repc 
Focus:  Value  and  Tech  Stocks 


Newsletters. 


cription  visit 


^^^^ 
and  enter  coupon  code 
when  you  checkout. 


Forbes  International  Investment  Report 
Focus:  International  Stocks  and  Funds 


Forbes  Special  Situation  Survey 
Forbes  Growth  Investor 
Focus:  Growth  and  Value  Stocks 


Gary  Shilling's  Insight 
Focus:  Global  Macro-Economic Trer 


Professional  Timing  Service 
Focus:  Energy  and  Gold  Stocks 
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France,  James  317 
Auto  racing  ($1.5  BILLION) 

252 

Headington,  Timothy  317 

Oil,  investments  ($1.5  BILLION) 

93 

INDEX 

Friedkin,  Thomas  297 

Gulf  States  Toyota  ($1.6  BILLION) 

228 

Hearst,  Austin  220 
Hearst  Corp  ($2.1  BILLION) 

132 

Friedland,  Robert  317 
Mining  ($1.5  BILLION) 

286 

Hearst,  David  Jr  220 
Hearst  Corp  ($2.1  BILLION) 

132 

Frist,  Thomas  261 
HCA  ($1.9  BILLION) 

194 

Hearst,  George  Jr  220 
Hearst  Corp  ($2.1  BILLION) 

132 

Frost,  Phillip  204 
Ivax  ($2.2  BILLION) 

194 

Hearst,  William  Randolph  III  188 
Hearst  Corp  ($2.4  BILLION) 

132 

Fung,  Victor  130 

Distribution  ($2.9  BILLION) 

218 

Heisley,  Michael  380 

Manufacturing  ($1.3  BILLION) 

244 

Dolan,  Charles  108 

Cablevision  Systems  ($3.2  BILLION) 

243 

G 

Hendricks,  Kenneth  91 

Building  supplies  ($3.5  BILLION) 

214 

Dolby,  Ray  149 

Dolby  Laboratories  ($2.7  BILLION) 

168 

Gage,  Barbara  Carlson  204 
Carlson  Cos  ($2.2  BILLION) 

312 

Hicks,  Thomas  '  380 

Leveraged  buyouts  ($1.3  BILLION) 

253 

Dorrance,  Bennett  188 

Inheritance  ($2.4  BILLION) 

220 

Gates,  William  III !  1 

Microsoft  ($59.0  BILLION) 

75 

Hildebrand,  Jeffrey  317 

Oil  ($1.5  BILLION) 

93 

Druckenmiller,  Stanley  91 
Hedge  funds  ($3.5  BILLION) 

266 

Geffen,  David  52 

Movies,  music  ($6.0  BILLION) 

130 

Hillman,  Henry  117 

Industrialist  (S3.0  BILLION) 

106 

Dubin,  Glenn*  380 
Hedge  funds  ($1.3  BILLION) 

292 

Gerry,  Alan  297 

Cable  television  ($1.6  BILLION) 

134 

Hilton,  William  195 

Hotels,  casinos  ($2.3  BILLION) 

220 

Duncan,  Dan  39 
Energy  ($8.2  BILLION) 

82 

Getty,  Gordon  188 

Inheritance,  oil  ($2.4  BILLION) 

108 

Holding,  Robert  63 

Energy,  resorts,  ranching  ($5.0  BILLION) 

86 

E 

Glazer,  Malcolm  165 

Sports  teams,  real  estate  ($2.5  BILLION) 

246 

Hostetter,  Amos  Jr  135 

Cable  television  ($2.8  BILLION) 

128 

Edens,  Wesley  297 

Fortress  Investment  Group  ($1.6  BILLION) 

284 

Goldsbury,  Christopher  317 
Salsa  ($1.5  BILLION) 

230 

Hubbard,  Stanley  Stub  297 
DirecTV  ($1.6  BILLION) 

134 

Egan,  Richard  361 
EMC  Corp  ($1.4  BILLION) 

189 

Golisano,  B  Thomas  239 
Paychex  ($2.0  BILLION) 

226 

Hughes,  B  Wayne  88 

Public  Storage  (S3.7  BILLION) 

212 

Ellison,  Lawrence  4 
Oracle  ($26.0  BILLION) 

77 

Gonda,  Leslie  361 

International  Lease  Finance  ($1.4  BILLION) 

228 

Huizenga,  H  Wayne  1 65 

Investments  ($2.5  BILLION) 

248 

Emmerson,  Archie  Aldis  (Red)  220 

Timberland,  lumber  mills  ($2.1  BILLION) 

298 

Gonda,  Louis  286 

International  Lease  Finance  ($1.7  BILLION) 

226 

Hunt,  Ray  Lee  82 

Oil,  real  estate  ($4.0  BILLION) 

104 

Englander,  Israel  317 
Hedge  funds  ($1.5  BILLION) 

290 

Goodnight,  James  35 

SAS  Institute  ($8.7  BILLION) 

158 

Huntsman,  Jon  261 
Chemicals  ($1.9  BILLION) 

226 

Ergen,  Charles  27 
EchoStar  ($10.2  BILLION) 

120 

Gores,  Alec  317 

Leveraged  buyouts  ($1.5  BILLION) 

288 

1 

Gores,  Tom  204 

Leveraged  buyouts  ($2.2  BILLION) 

274 

Icahn,  Carl  18 

Leveraged  buyouts  ($14.5  BILLION) 

258 

Fertitta,  Frank  III*  380 

Ultimate  Fighting  Championship  ($1.3  BILLION) 

122 

Gottesman,  David  165 

Investments  ($2.5  BILLION) 

270 

Hitch,  Michael  297 
Pizza  ($1.6  BILLION) 

248 

Fertitta,  Lorenzo*  380 

Ultimate  Fighting  Championship  ($1.3  BILLION) 

122 

Green,  David  271 
Hobby  Lobby  ($1.8  BILLION) 

226 

Ingram,  Martha  1 88 

Ingram  Industries  ($2.4  BILLION) 

312 

Filo,  David  239 
Yahoo  ($2.0  BILLION) 

172 

Greenberg,  Maurice  135 

American  International  Group  ($2.8  BILLION) 

194 

J 

Fisher,  John  J  317 
Gap  ($1.5  BILLION) 

144 

Griffin,  Kenneth  117 
Hedge  funds  ($3.0  BILLION) 

270 

Jackson,  Jess  204 

Jackson  Family  Wines  ($2.2  BILLION) 

222 

Fisher,  Kenneth  L  271 

Money  management  ($1.8  BILLION) 

282 

Gross,  William  380 
Bonds  ($1.3  BILLION) 

292 

Jacobs,  Irwin  297 
Qualcomm  ($1.6  BILLION) 

176 

Fisher,  Robert  361 
Gap  ($1.4  BILLION) 

144 

H 

Jacobs,  Jeremy  317 

Sports  concessions  ($1.5  BILLION) 

250 

Fisher,  William  361 
Gap  ($1.4  BILLION) 

144 

Hall,  Donald  261 
Hallmark  ($1.9  BILLION) 

110 

Jaharis,  Michael  261 

Pharmaceuticals  ($1.9  BILLION) 

196 

Flowers,  J  Christopher  239 

Investments  ($2.0  BILLION) 

278 

Hamm,  Harold  4  108 

Continental  Resources  ($3.2  BILLION) 

85 

Jamail,  Joseph  317 
Lawsuits  ($1.5  BILLION) 

230 

Ford,  Gerald  J  317 
Banking  ($1.5  BILLION) 

288 

Harbert,  Marguerite  297 

Inheritance  ($1.6  BILLION) 

92 

James,  Hamilton  *  317 

Blackstone  Group  ($1.5  BILLION) 

262 

Foster,  Paul*  !  261 
Oil  &  gas  ($1.9  BILLION) 

92 

Harris, Joshua-  239 

Leveraged  buyouts  ($2.0  BILLION) 

278 

Jannard,  James  239 
Oakley  (S2.0  BILLION) 

144 
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The  Celebration 
Lasts  All  Year  Long 


The  opportunity  to  host  corporate  events  in  the  Museum, 
free  admission  for  employees  and  guests,  invitations  to 
exhibition  openings,  discounts  in  the  MoMA  Design  Stores, 
and  a  tax  deduction  for  your  donation — they're  all  benefits 
of  Corporate  Membership  at  MoMA. 


For  more  information,  or  to  join  today,  please  contact  Katherine  Lyons,  Director, 
Corporate  Relations.  Phone:  (212)  708-9670  Fax:  (212)  333-1168 
E-mail:  katherine_lyons@moma.org 
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INDEX 


Jobs,  Steven  56 

167 

Apple,  Pixar  ($5.7  BILLION) 

Johnson,  Abigail  17 

312 

Fidelity  ($15.0  BILLION) 

Johnson,  Barbara  Piasecka  149 

194 

Inheritance  ($2.7  BILLION) 

Johnson,  Charles  52 

262 

Franklin  Resources  ($6.0  BILLION) 

Johnson,  Edward  III  28 

258 

Fidelity  ($10.0  BILLION) 

Johnson,  H  Fisk  204 

222 

SC  Johnson  &  Sons  ($2.2  BILLION) 

Johnson,  Imogene  Powers  204 

222 

SC  Johnson  &  Sons  ($2.2  BILLION) 

Johnson,  Rupert  62 

262 

Franklin  Resources  ($5.2  BILLION) 

Johnson,  S  Curtis  204 

222 

SC  Johnson  &  Sons  ($2.2  BILLION) 

Johnson-Leipold,  Helen  204 

222 

SC  Johnson  &  Sons  ($2.2  BILLION) 

Johnson-Marquart,  Winnie  204 

222 

SC  Johnson  &  Sons  ($2.2  BILLION) 

Jones,  Jerral  317 

250 

Dallas  Cowboys  ($1.5  BILLION) 

Jones,  Paul  Tudor  III  105 

268 

Hedge  funds  ($3.3  BILLION) 

K 

Kaiser,  George  26 

82 

Oil  &  gas,  banking  ($11.0  BILLION) 

Kao,  Min  64 

167 

Navigation  equipment  ($4.7  BILLION) 

Karsh,  Bruce*  !  361 

292 

Money  management  ($1.4  BILLION) 

Keinath,  Pauline  MacMillan  135 

218 

Inheritance  ($2.8  BILLION) 

Kelley,  Brad  297 

306 

Tobacco  ($1.6  BILLION) 

Kellogg,  Peter  108 

270 

Investments  ($3.2  BILLION) 

Kellogg,  William  380 

146 

Kohl  s  ($1.3  BILLION) 

Kennedy,  James*  50 

124 

Cox  Enterprises  ($6.3  BILLION) 

Kerkorian,  Kirk  7 

78 

Investments,  casinos  ($18.0  BILLION) 

Khosla,  Vinod  1317 

189 

Sun  Microsystems,  venture  capital  ($1.5  BILLION) 

Kim,  James  239 

172 

Microchips  (52.0  BILLION) 
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PAGE 

Kinder,  Richard  130 

86 

Pipelines  ($2.9  BILLION) 

Kirk.  Randal  J*  297 

198 

Pharmaceuticals  ($1.6  BILLION) 

Klugejohn  31 

98 

Metromedia  ($9.5  BILLION) 

Knight,  Philip  30 

98 

Nike  ($9.8  BILLION) 

Koch,  Charles  9 

80 

Oil,  commodities  ($17.0  BILLION) 

Koch,  David i  9 

80 

Oil,  commodities  ($17.0  BILLION) 

Koch,  William  239 

88 

Oil,  investments  ($2.0  BILLION) 

Kohlberg,  Jerome  317 

286 

Leveraged  buyouts  ($1.5  BILLION) 

Kohler,  Herbert  Jr  82 

212 

Plumbing  fixtures  ($4.0  BILLION) 

Kordestani,  Omid  204 

170 

Google  ($2.2  BILLION) 

Kovner,  Bruce  91 

266 

Hedge  funds  ($3.5  BILLION) 

Kraft,  Robert  361 

252 

New  England  Patriots  ($1.4  BILLION) 

Krasny,  Michael  286 

228 

CDWCorp  ($1.7  BILLION) 

Kravis,  Henry  57 

264 

Leveraged  buyouts  ($5.5  BILLION) 

Kroenke,  Ann  Walton  165 

248 

Wal-Mart  ($2.5  BILLION) 

Kroenke,  E  Stanley  204 

248 

Sports,  real  estate  ($2.2  BILLION) 

L 

Lampert,  Edward  68 

272 

Investments  ($4.5  BILLION) 

Lampton,  Leslie*  239 

92 

Oil  and  chemicals  refining  ($2.0  BILLION) 

Lasry,  Marc*  1317 

291 

Hedge  funds  ($1.5  BILLION) 

Lauder,  Leonard  1 08 

104 

Estee  Lauder  ($3.2  BILLION) 

Lauder,  Ronald  108 

104 

Estee  Lauder  ($3.2  BILLION) 

Lauren,  Ralph  64 

144 

Fashion  ($4.7  BILLION) 

Laurie,  Nancy  Walton  204 

222 

Wal-Mart  ($2.2  BILLION) 

Lee,  Thomas  239 

278 

Leveraged  buyouts  ($2.0  BILLION) 

Lefrak,  Richard*  117 

296 

Real  estate  ($3.0  BILLION) 

Leprino,  James  220 

224 

Cheese  ($2.1  BILLION) 

Lerner,  Nancy  297 

248 

Inheritance  ($1.6  BILLION) 

Lerner,  Norma  297 

248 

Inheritance  ($1.6  BILLION) 

Lerner,  Randolph  297 

248 

Inheritance  ($1.6  BILLION) 
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PAGE 

Lerner,  Theodore  165 
Real  estate  ($2.5  BILLION) 

296 

Lindemann,  George  L  261 

Investments  ($1.9  BILLION) 

278 

Lindner,  Carl  195 

Investments  ($2.3  BILLION) 

274 

Lucas,  George  86 
Star  Wars  ($3.9  BILLION) 

126 

M 

Macklowe,  Harry*  239 
Real  estate  ($2.0  BILLION) 

300 

MacMillan,  CargillJr  135 

Inheritance  ($2.8  BILLION) 

218 

MacMillan,  John  III  135 

Inheritance  ($2.8  BILLION) 

218 

MacMillan,  Whitney  135 

Inheritance  ($2.8  BILLION) 

218 

Magerko,  Margaret  239 
84  Lumber  ($2.0  BILLION) 

316 

Malone,  John  188 

Cable  television  ($2.4  BILLION) 

132 

Malone,  Mary  Alice  Dorrance  1 65 

Inheritance  ($2.5  BILLION) 

22C 

Mann,  Alfred  204 

Inventor,  entrepreneur  ($2.2  BILLION) 

194 

Mansueto,  Joseph  239 
Mornmgstar  ($2.0  BILLION) 

134 

Marcus,  Bernard  239 
Home  Depot  ($2.0  BILLION) 

226 

Marion,  Anne  Windfohr  361 

Inheritance,  oil  ($1.4  BILLION) 

93 

Marks,  Howard*  361 

Money  management  ($1.4  BILLION) 

292 

Marriott,  John  Jr  204 
Hotels  ($2.2  BILLION) 

222 

Marriott,  Richard  220 
Hotels  ($2.1  BILLION) 

222 

Mars,  Forrest  Jr  i  19 

Candy,  pet  food  ($14.0  BILLION) 

20? 

Mars,  Jacqueline  19 

Candy,  pet  food  ($14.0  BILLION) 

212 

Mars,  John  19 

Candy,  pet  food  ($14.0  BILLION) 

212 

Marsico,  Thomas  *>  317 

Mutual  funds  ($1.5  BILLION) 

281 

Mathile,  Clayton  220 
lams  ($2.1  BILLION) 

221 

McCaw,  Craig  135 

McCaw  Cellular  ($2.8  BILLION) 

162 

McClendon,  Aubrey  220 

<$2.1  BILLION) 

9C 

McCombs,  Billy  Joe  (Red)  297 

Radio,  oil,  real  estate  ($1.6  BILLION) 

136 

McGovern,  Patrick  64 
IDG  ($4.7  BILLION) 

McNair,  Robert  317 

Energy,  sports  ($1.5  BILLION) 

. 

Meijer,  Frederik  239 

Supermarkets  ($2.0  BILLION) 

226 

*  NEW  ENTRY  ^RETURNEE 

„s  TIME  F  OR  B'«i!LTHI 


HINKING 


i 


THERE'S  A  MOVEMENT  20  MILLION  PEOPLE  STRON 
OVING  GLOBAL  MARKETS.  SHAKING  UP  BOARDROOMS. 
MBRACING  THE  FREE  FLOW  OF  CAPITAL  IT'S  CALLED  FORBES. 

ND  HERE'S  WHY  YOU  SHOULD  JOIN:  BIGGER  WINS. 

RMED  WITH  ACCESS,  YOUR  CAMPAIGN  WILL  WORK  HARDER. 
UGNED  WITH  FRESH  THINKERS,  YOU'LL  DEVELOP  BIGGER 
DEAS  EMBRACED  BY  OUR  SPIRIT,  YOU'LL  HAVE  MORE  FUN. 

N  PRINT  ONLINE  AND  IN  PERSON,  FORBES  OFFERS  GLOBAL 
>LATFORMS  FOR  BIGGER  IMPACT.  WE  BELIEVE  IN  BUSINESS  WE 
JELIEVE  IN  CAPITALISM.  AND  WE'VE  BELIEVED  IN  THIS  SINCE  1917 

>0  MILLION  PEOPLE  ARE  WAITING.  RISE  UP  AND  BE  HEARD! 
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Menard,  John  44 

212 

Home  improvement  stores  ($7.3  BILLION) 

Michelson,  Gary  317 

198 

Medical  patents  ($1.5  BILLION) 

Milken,  Michael  165 

270 

Investments  ($2.5  BILLION) 

Milstein,  Paul  68 

294 

Emigrant,  real  estate  ($4.5  BILLION) 

Mitchell,  George  135 

86 

Mitchell  Energy  ($2.8  BILLION) 

Moncrief,  William  Jr  317 

92 

Oil  ($1.5  BILLION) 

Moore,  Gordon  68 

167 

Intel  ($4.5  BILLION) 

Morgridge,  John  220 

170 

Cisco  ($2.1  BILLION) 

Moritz,  Michael*  380 

189 

Venture  capital  ($1.3  BILLION) 

Munger,  Charles  239 

276 

Berkshire  Hathaway  ($2.0  BILLION) 

Murdoch,  Rupert  33 

120 

News  Corp  ($8.8  BILLION) 

Murdock,  David  |  64 

102 

Investments  ($4.7  BILLION) 

N 

Naify,  Robert!  361 

136 

Movie  theaters  ($1.4  BILLION) 

Nelson,  Marilyn  Carlson  204 

312 

Carlson  Cos  ($2.2  BILLION) 

Newhouse,  Donald !  37 

100 

Publishing  ($8.5  BILLION) 

Newhouse,  Samuel  Jr !  37 

100 

Publishing  ($8.5  BILLION) 

Nicholas,  Henry  III!  195 

168 

Broadcom  ($2.3  BILLION) 

Novogratz,  Michael*  317 

284 

Fortress  Investment  Group  ($1.5  BILLION) 

0 

Och,  Daniel*  1317 

290 

Hedge  funds  ($1.5  BILLION) 

Olenicoff,  Igor  j  286 

304 

Real  estate  ($1.7  BILLION) 

Omidyar,  Pierre  I  32 

158 

Ebay  ($8.9  BILLION) 

P 

Page,  Larry  5 

78 

Google  ($18.5  BILLION) 

MAMF  RANK 

PAGE 

Parry-Okedon,  Blair*  50 

124 

Cox  Enterprises  ($6.3  BILLION) 

Paulson,  John*  165 

274 

Hedge  funds  ($2.5  BILLION) 

Peery,  Richard  *>  297 

304 

Real  estate  ($1.6  BILLION) 

Peltz,  Nelson!  361 

291 

Leveraged  buyouts  ($1.4  BILLION) 

Penske,  Roger  149 

220 

Cars  ($2.7  BILLION) 

Perelman,  Ronald  28 

258 

Leveraged  buyouts  ($10.0  BILLION) 

Perenchio,  A  Jerrold  114 

128 

Univision  ($3.1  BILLION) 

Perez,  Jorge  271 

300 

Condos  ($1.8  BILLION) 

Perot,  Henry  Ross  76 

103 

Computer  services,  real  estate  ($4.4  BILLION) 

Peterson,  Peter*  165 

262 

nl__l._4.___  /-"_-..  /_■     t*  mi  i  iahi\ 

Blackstone  Group  ($2.5  BILLION) 

Pickens,  T  Boone  117 

86 

Oil  &  gas,  investments  ($3.0  BILLION) 

Pictet,  Marion  MacMillan  135 

218 

Inheritance  ($2.8  BILLION) 

Pohlad,  Carl  114 

243 

Banking  ($3.1  BILLION) 

Price,  Michael  271 

278 

Investments  ($1.8  BILLION) 

Pritzker,  Anthony  149 

216 

Hotels,  investments  ($2./  billion) 

Pritzker,  Daniel  149 

216 

Hotels,  investments  ($2.7  BILLION) 

Pritzker,  James  149 

218 

Hotels,  investments  ($2.7  BILLION) 

Pritzker,  Jay  Robert  149 

218 

Hotels,  investments  ($2.7  BILLION) 

Pritzker,  Jean  149 

218 

Hotels,  investments  ($2.7  billion) 

Pritzker,  John  161 

218 

Hotels,  investments  ($2.6  BILLION) 

Pritzker,  Karen  149 

218 

Hotels,  investments  ($2.7  BILLION) 

Pritzker,  Linda  149 

218 

Hotels,  investments  ($2.7  BILLION) 

Pritzker,  Nicholas  195 

218 

Hotels,  investments  ($2.3  BILLION) 

Pritzker,  Penny  135 

216 

Hotels,  investments  ($2.8  BILLION) 

Pritzker,  Thomas  1 1 7 

216 

Hotels,  investments  ($3.0  BILLION) 

R 

Rady,  Ernest  220 

276 

Banking,  insurance  ($2.1  BILLION) 

Rahr,  Stewart  286 

196 

Kinray  ($1.7  BILLION) 

Rainwater,  Richard  91 

260 

Real  estate,  energy,  insurance  ($3.5  BILLION) 

Rales,  Mitchell  1 117 

216 

Danaher  Corp  ($3.0  BILLION) 

NAME  RANK 

PAGE 

Rales,  Steven  135 
Danaher  Corp  ($2.8  BILLION) 

216 

Redstone,  Sumner  41 
Viacom  ($7.6  BILLION) 

124 

Rees- Jones,  Trevor  317 
Oil  ($1.5  BILLION) 

92 

Rennert,  Ira  91 
Investments  ($3.5  BILLION) 

268 

Rich,  David*  1317 
Nondairy  creamer  ($1.5  BILLION) 

220 

Rich,  Marc  317 
Commodities  ($1.5  BILLION) 

110 

Rich,  Robert  Jr  165 

Nondairy  creamer  ($2.5  BILLION) 

220 

Ricketts,  J  Joseph  161 
TD  Amentrade  ($2.6  BILLION) 

270 

Rizzuto,  Leandro  *">  361 
Conair  ($1.4  BILLION) 

230 

Roberts,  George  57 

Leveraged  buyouts  ($5.5  BILLION) 

264 

Robertson,  Julian  Jr  380 

Money  management,  wine  ($1.3  BILLION) 

292 

Rockefeller,  David  Sr  149 

Standard  Oil,  banking  ($2.7  BILLION) 

108 

Rosenstein,  Barry*  380 
Hedge  funds  ($1.3  BILLION) 

292 

Roski,  Edward  Jr  195 
Real  estate  ($2.3  BILLION) 

298 

Ross,  Stephen  68 
Real  estate  ($4.5  BILLION) 

294 

Ross,  Wilbur  Jr  286 

Leveraged  buyouts  ($1.7  BILLION) 

282 

Roth,  Steven  317 
Real  estate  ($1.5  BILLION) 

306 

Rowan,  Marc*  317 

Leveraged  buyouts  ($1.5  BILLION) 

278 

Rowling,  Robert  49 

Oil  &  gas,  investments  ($6.4  BILLION) 

82 

Rubenstein,  David  *  165 

Leveraged  buyouts  ($2.5  BILLION) 

274 

Ruff  in,  Phillip  I  220 

Casinos,  real  estate  ($2.1  BILLION) 

224 

Ryan,  Patrick  *>  361 
Insurance  ($1.4  BILLION) 

198 

s 

Saban,  Haim  102 
Television  ($3.4  BILLION) 

126 

Sail,  John  76 

SAS  Institute  ($4.4  BILLION) 

164 

Samueli,  Henry  195 
Broadcom  ($2.3  BILLION) 

168 

Sanford,  T  Denny  1 35 

Banking,  credit  cards  ($2.8  BILLION) 

270 

Sapir,  Tamir  317 
Real  estate  ($1.5  BILLION) 

306 

Sarofim,  Fayez  317 

Money  management  ($1.5  BILLION) 

286 

Saul,  B  Francis  II  297 

Banking,  real  estate  ($1.6  BILLION) 

306 
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Spangler,  Clemmie  Dixon  Jr  1 30 

Investments  ($2.9  BILLION) 

270 

V 

INDEX 

Sperling,  John  361 

Apollo  Group  ($1.4  BILLION) 

230 

Van  Beuren,  Hope  Hill  361 

Inheritance  ($1.4  BILLION) 

110 

Sperling,  Peter  317 

Apollo  Group  ($1.5  BILLION) 

'  230 

w 

Speyer,  Jerry*  239 
Real  estate  (S2.0  BILLION) 

300 

Wagner,  Todd  317 

Broadcast.com  ($1.5  BILLION) 

160 

Scaife,  Richard  Mellon  380 

Investments  ($1.3  BILLION) 

110 

Spielberg,  Steven  1 1 7 
Movies  ($3.0  BILLION) 

128 

Waitt,  Theodore !  271 
Gateway  ($1.8  BILLION) 

174 

Schmidt,  Eric  48 
Google  ($6.5  BILLION) 

164 

Stanford,  R  Allen*  239 

Financial  services  ($2.0  BILLION) 

278 

Walton,  Alice  15 
Wal-Mart  ($16.1  BILLION) 

208 

Schneider,  Donald  1 1 7 
Trucking  ($3.0  BILLION) 

216 

Steinberg,  Joseph  *  317 

Investments  ($1.5  BILLION) 

286 

Walton,  Christy  12 

Wal-Mart  inheritance  ($16.3  BILLION) 

208 

Schulze,  Richard  102 
Best  Buy  ($3.4  BILLION) 

216 

Steinbrenner,  George  III  *  380 

New  York  Yankees  ($1.3  BILLION) 

253 

Walton,  Jim  1 12 
Wal-Mart  ($16.3  BILLION) 

208 

Schusterman,  Lynn*  165 
Oil  &  gas  ($2.5  BILLION) 

86 

Stempel,  Ernest  286 
Insurance  ($1.7  BILLION) 

196 

Walton,  S  Robson  12 
Wal-Mart  ($16.3  BILLION) 

208 

Schwab,  Charles  57 

Discount  stock  brokerage  ($5.5  BILLION) 

212 

Stern,  Leonard  j  79 
Real  estate  ($4.1  BILLION) 

104 

Wang,  Roger*  380 
Retail  ($1.3  BILLION) 

146 

Schwarzman,  Stephen  40 

Investments  ($7.8  BILLION) 

262 

Stryker,  Jon  220 

Stryker  Corp  ($2.1  BILLION) 

190 

Ward,  Tom  i  220 

Chesapeake  Energy  ($2.1  BILLION) 

90 

Scott,  Walter  Jr  286 

Construction,  telecom  ($1.7  BILLION) 

176 

Stryker,  Pat  |  271 

Stryker  Corp  ($1.8  BILLION) 

190 

Warner,  Ty  79 

Beanie  Babies  ($4.1  BILLION) 

212 

Shaw,  David  1 165 
Hedge  funds  ($2.5  BILLION) 

274 

Stryker,  Ronda  130 

Stryker  Corp  ($2.9  BILLION) 

190 

Washington,  Dennis  1 02 

Construction,  mining  ($3.4  BILLION) 

268 

Shorenstein,  Walter  *>  380 
Real  estate  ($1.3  BILLION) 

306 

Sun,  David  *^  165 

Computer  memory  ($2.5  BILLION) 

168 

Weber,  Charlotte  Colket  361 

Inheritance  ($1.4  BILLION) 

220 

Shriram,  Kavitark  271 
Google  ($1.8  BILLION) 

176 

Swieca,  Henry*  380 
Hedge  funds  ($1.3  BILLION) 

292 

Weill,  Sanford  271 
Citigroup  ($1.8  BILLION) 

278 

Shvidler,  Evgeny  (Eugene)  1 65 

Millhouse  Capital  ($2.5  BILLION) 

86 

T 

Wexner,  Leslie  135 

Limited  Brands  ($2.8  BILLION) 

106 

Siebel,  Thomas  261 

Siebel  Systems  ($1.9  BILLION) 

172 

Taubman,  A  Alfred  271 
Real  estate  ($1.8  BILLION) 

300 

White,  Dean  286 

Billboards,  hotels  ($1.7  BILLION) 

226 

Siegel,  Herbert  380 
Television  ($1.3  BILLION) 

136 

Taylor,  Glen  149 
Printing  ($2.7  BILLION) 

246 

Whitman,  Margaret  361 
Ebay  ($1.4  BILLION) 

316 

Simmons,  Harold  43 

Investments  ($7.4  BILLION) 

262 

Taylor,  Jack  19 

Enterprise  Rent-A-Car  ($14.0  BILLION) 

208 

Williams,  Arthur  271 
Insurance  ($1.8  BILLION) 

196 

Simon,  Herbert  317 
Real  estate  ($1.5  BILLION) 

246 

Taylor,  Phyllis  297 

Taylor  Energy  ($1.6  BILLION) 

316 

Winfrey,  Oprah  1 65 
Television  ($2.5  BILLION) 

314 

Simon,  Melvin  1 30 
Real  estate  ($2.9  BILLION) 

246 

Tepper,  David  239 
Hedge  funds  ($2.0  BILLION) 

278 

Wrigley,  William  Jr  220 
Chewing  gum  ($2.1  BILLION) 

224 

Simons,  James  57 
Hedge  funds  ($5.5  BILLION) 

262 

Tisch,  Joan  78 
Loews  ($4.2  BILLION) 

266 

Wynn,  Stephen  86 

Casinos,  hotels  ($3.9  BILLION) 

212 

Simplot,  John  89 

Potatoes,  microchips  ($3.6  BILLION) 

214 

Tisch,  Wilma  161 
Loews  ($2.6  BILLION) 

266 

Y 

Smith,  Frederick  188 
FedEx  ($2.4  BILLION) 

220 

Troutt,  Kenny  A  380 

Excel  Communications  ($1.3  BILLION) 

230 

Yang,  Jerry  261 
Yahoo  ($1.9  BILLION) 

172 

Smith,  O  Bruton  317 

Speedway  Motorsports  ($1.5  BILLION) 

250 

Trump,  Donald  117 

Real  estate  ($3.0  BILLION) 

302 

z 

Sobrato,  John  1 117 
Real  estate  ($3.0  BILLION) 

296 

Tu,  John*>  i  165 

Computer  memory  ($2.5  BILLION) 

168 

Zell,  Samuel  52 

Real  'estate,  private  equity  ($6.0  BILLION) 

294 

Solow,  Sheldon  239 
Real  estate  ($2.0  BILLION) 

300 

Turner,  Robert  E  (Ted)  195 

Cable  television  ($2.3  BILLION) 

108 

Ziff,  Daniel  91 

Inheritance,  hedge  funds  ($3.5  BILLION) 

266 

Soon-Shiong,  Patrick ;  117 
oenenc  arugs  \>j.u  billiun) 

192 

u 

Ziff,  Dirk  91 

Inheritance,  hedge  funds  ($3.5  BILLION) 

266 

Sorenson,  James  68 

Medical  devices,  real  estate  ($4.5  BILLION) 

190 

Udvar-Hazy,  Steven  79 

International  Lease  Finance  ($4.1  BILLION) 

212 

Ziff,  Robert  91 

Inheritance,  hedge  funds  ($3.5  BILLION) 

266 

Soros,  George  33 
Hedge  funds  ($8.8  BILLION) 

258 

Ueltschi,  Albert  261 

FlightSafety  International  ($1.9  BILLION) 

226 

Zuckerman,  Mortimer  188 

Real  estate,  media  ($2.4  BILLION) 

298 
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COLLECTING 


Billionaires'  Ikea 

Want  to  own  the  chair  on  which  Marie-Antoinette  once  sat? 
Knock  on  this  Parisian  door  |  By  Joshua  Levine 


NUMERO  43,  RUE  DE  MONCEAU 
is  an  opulent  town  house  in  a 
quiet  residential  Paris  neigh- 
borhood. There  is  nothing  to 
tell  you  what  goes  on  behind 
the  massive  wooden  doors  except  a  brass 
plaque  with  the  name  Kraemer. 

It  could  be  a  private  Swiss  bank,  which 
in  a  way  is  how  the  Kraemers  have  operated 
for  five  generations.  Except  the  Kraemers 
sell  18th-century  French  furniture- 
Louis  XIV,  XV  and  XVI,  meaning  both 
the  style  and,  very  often,  the  pieces  that 
belonged  to  the  monarchs. 

Museum  directors  know  the  Krae- 
mers well;  many  18th-century  pieces  in 
the  Louvre,  the  Metropolitan  and  the 
Boston  Museum  of  Fine  Arts  have  passed 
through  the  hands  of  one  Kraemer  or 
another.  Olivier  Kraemer,  who  runs  the 
business  with  his  brother,  Laurent,  esti- 
mates that  perhaps  10%  of  the  people  on 
The  Forbes  400  list  have  come  by  No.  43, 
and  half  of  them  have  bought  something. 

Like  who,  for  instance?  Kraemer 
smiles  Swiss-bankishly  and  stays  silent. 
Henry  Kravis  is  believed  to  be  one  collec- 
tor who  buys  from  Kraemer,  but  Kravis 
won't  confirm  and  neither  will  Kraemer. 

"Kraemer  is  over-the-top  discreet;  one 
is  always  being  reminded  that  one  is  never 
supposed  to  talk  about  the  things  one 
buys,"  says  Gillian  Wilson,  a  former  cura- 
tor who  stocked  the  Getty  Museums  col- 
lection with  at  least  20  pieces  bought  from 
the  Kraemers  over  the  course  of  20  years. 


Philippe  Kraemer  (center)  and  sons  Laurent 
and  Olivier:  Swiss  bankers  of  furniture. 
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igapore     Kuala  Lumpur     Phuket     Yangon     Cochin  Mumbai 


Join  me  and  a  world-class  team  of 
financial  experts  for  in-depth 
presentations  and  hard-hitting  panels 
while  cruising  exotic  Asia. 


Crystal  Serenity  •  March  27-April  10,  2008 


Shwedagon  Pagoda, 
Myanmar 


Thean  Hou  Temple, 
Kuala  Lumpur 


o  receive  a  rull-colo 

/OUr  Cabin  Call  800/530-0770  Please  mention  priority  code  008756 


"There's  always  a  lot  of  shuffling  and  muf- 
fling, and  you  always  got  the  sense  they 
were  hiding  someone  more  important 
than  you  in  the  next  room." 

Very  often,  they  were.  The  Rothschilds 
stopped  by  frequently  enough  to  be 
almost  part  of  the  family— Baron  David 
de  Rothschild  handed  Olivier  Kraemer 
his  Legion  of  Honor  medal  in  2003.  Fiats 
Gianni  Agnelli  was  an  old  friend  and  cus- 
tomer. So  was  J.  Paul  Getty— a  page  in  his 
diary  from  the  1930s  reads,  "I  paid  a  visit 
to  the  young  Kraemer,  rue  de  Monceau." 
The  youth  in  question  was  Oliviers  and 
Laurent's  late  grandfather  Raymond. 


Henry  Ford  II  rang  on  a  cold  New 
Year's  Eve  in  1965,  in  short  order  buying 
close  to  two  dozen  pieces  that  had  taken 
the  Kraemers  a  decade  to  assemble. 
Philippe,  Oliviers  father,  finally  said,  "Mr. 
Ford,  I  think  that's  enough  for  one  night." 

Furniture  making  reached  its  zenith 
during  France's  ancien  regime  (15th  to 
18th  centuries).  For  the  first  and  probably 
the  last  time,  a  great  desk  and  a  great 
painting  stood  side  by  side  as  equals  in 
artistry — and  in  cost.  This  was  one- 
upmanship  furniture,  a  trophy  by  which  a 
young  noble  might  outshine  another. 

The  Kraemers  sell  the  best  of  this  and 


Only  perfect  pieces:  Marie-Antoinette's  $13 
million  desk;  an  impeccable  niche  (below). 

nothing  else.  "They're  only  interested  in 
perfection,"  says  Michael  Andrew  Wilson, 
an  antiques  scout  who  advises  American 
collectors.  "If  there's  a  beautiful  chair  with 
a  broken  foot  that  needs  to  be  restored, 
another  dealer  might  spend  $100,000  to 
restore  it  and  turn  around  and  sell  the 
chair  for  $1  million.  The  Kraemers 
wouldn't  touch  that  piece." 

The  effect  of  dozens  of  perfect  pieces 
arranged  over  five  floors  of  the  Kraemer 
mansion  is  jaw-dropping.  A  writing  desk 
by  Jean-Henri  Riesener  made  for  Marie- 
Antoinette's  Petit  Trianon  palace  at  Ver- 
sailles has  the  sober  lines  of  Louis  XVI's 
neoclassical  style.  But  all  along  the  sides 
and  up  and  down  the  fluted  legs  runs  a 
riot  of  gilded  flowers  and  leaves.  The  chas- 
ing is  minutely  carved,  but  it  feels  light, 
and  it  is:  The  government  taxed  gilt 
bronze  by  weight,  and  everybody  wants  to 
beat  taxes,  even  a  nobleman.  You  won't 
find  a  price  tag  on  the  desk,  but  expect  to 
pay  in  the  neighborhood  of  $13  million. 

As  important  as  ornamentation  is  pro- 
portion. Tucked  away  on  an  upper  floor  is 
a  small  wooden  box — the  French  call  it  a 
niche — about  20  inches  high,  painted  to 
resemble  a  theater  with  drawn  red  cur- 
tains-flanking a  small  opening  where  the 
stage  would  be.  Some  ducal  dog  slept  here 
in  1775.  It  is  impeccable,  more  in  the  har- 
mony of  its  lines  than  the  fineness  of  its 
detail.  So  how  much  does  an  antique  dog- 
house run?  For  the  Kraemers,  this  clearly 
is  the  distasteful  part  of  being  a  merchant 
in  your  own  museum.  "They  only  want 
people  who  understand  what  they've  got," 
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Advanced  Micro  Devices,  Inc. 
American  Electric  Power 
Anheuser-Busch  Companies,  Inc. 

Ball  Corporation 
Baltimore  Aircoil  Company 
Bank  of  America  Corporation 
Baxter  International  Inc. 
Boise  Cascade 
California  Portland  Cement  Co. 

Calpine 
Caterpillar  Inc. 
Codding  Enterprises 
The  Collins  Companies 
Conservation  Services  Group 
Cummins  Inc. 
DuPont  Company 
Eastman  Kodak  Company 
Ecoprint 
EMC  Corporation 
Entergy  Corporation 
Exelon  Corporation 
Fairchild  Semiconductor 
First  Environment,  Inc. 


FPL  Group,  Inc. 
Frito-Lay,  Inc. 
Gap  Inc. 

General  Electric  Company 
General  Motors  Corporation 
Green  Mountain  Energy  Company 
Hasbro,  Inc. 
Haworth,  Inc. 
Holcim  (US)  Inc. 
HSBC  -  North  America 
IBM  Corporation 
Intel  Corporation 
Interface,  Inc. 
International  Paper 
Johnson  &  Johnson 
Lockheed  Martin  Corporation 
Mack  Trucks,  Inc. 
Marriott  International,  Inc. 

Melaver,  Inc. 
Miller  Brewing  Company 
National  Renewable  Energy  Laboratory 
North  Bay  Construction 
Oracle  Corporation 
Ffizer  Inc. 
PSEG 

Raytheon  Company 
Roche  Group  U.S.  Affiliates 
SC  Johnson 
Shaklee  Corporation 
Sonoma  Wine  Company 
St.  Lawrence  Cement 
Staples,  Inc. 
Steelcase  Inc. 
Sterling  Planet,  Inc. 
STMicroelectronics 
Sun  Microsystems,  Inc. 
Thomas  Rutherfoord,  Inc. 
The  Tower  Companies 
United  Technologies  Corporation 
Volvo  Trucks  North  America,  Inc. 

The  World  Bank 
Xerox  Corporation 


eir  footprint  is  getting  smaller, 
urs  can  too. 

congratulates  these  Climate  Leaders  for  taking  action  to 
ze  their  greenhouse  gas  emissions  and  carbon  footprint, 
arn  how  your  company  can  join  the  effort  to  address 
ite  change,  go  to  www.epa.gov/climateleaders 


CLIMATEr 


U.S.  Environmental  Protection  Agency 


says  New  York  architect  and  designer 
Peter  Marino,  whose  clients  include 
FORBES  rich  listers  Bruce  Kovner  and 
Sydell  Miller  (she  fell  off  the  list  in  2000). 
If  you  must  know,  the  niche  is  about 
$150,000. 

"One  centimeter  higher  or  wider  and 
it  just  wouldn't  give  you  the  same  pleas- 
ure," says  Olivier  Kraemer,  looking  at  it 
fondly.  "I've  inherited  this  sense  of  pro- 
portion—we all  have  it  in  the  family.  I  can 
look  at  a  piece  from  1 5  feet  away  and  tell 
instantly  if  we're  going  to  buy  it  or  not." 

That  inner  radar  descends  from 
Lucien  Kraemer,  Oliviei  Laurent's 


great-grandfather,  who  moved  to  Paris  to 
make  his  fortune  around  1870.  By  the 
time  Lucien's  son,  Raymond,  took  over  the 
business,  Kraemer  was  already  the  preem- 
inent dealer  in  the  field. 

As  a  prominent  Jewish  family,  the 
Kraemers  spent  WWII  hiding  in  the 
south  of  France.  They  returned  to  find  the 
house  at  43,  rue  Monceau  intact  but 
empty.  Reichsmarschall  Hermann  Goring 
had  commandeered  the  entire  inventory. 
He  only  got  a  small  part  of  it,  however. 
The  Gestapo  sold  the  rest  and  pocketed 
the  profits. 

"My  father  had  a  little  money  left  that 


Sandra  (above)  and  Mikael  Kraemer: 
With  Louis  sales  lagging,  the  family's 
fifth  generation  has  its  work  cut  out  for  it. 

we  hadn't  spent  during  the  war,"  remem 
bers  Philippe  Kraemer,  Raymond's  son 
"He  used  it  to  buy  one  piece — a  small 
Louis  XV  bureau  known  as  a  dos  d'dne, ; 
donkey's  back  It  was  much  more  impor 
tant  to  buy  one  really  good  piece  than  sev 
eral  that  were  less  good.  From  there  it 
took  us  another  1 5  years  to  build  the  busi- 
ness back  up." 

In  generation  five,  Olivier  s  son  Mikael 
and  Laurent's  daughter,  Sandra,  are  waiting 
in  the  wings.  They  have  their  work  cut  out. 
French  18th-century  furniture  prices  have 
languished,  even  as  prices  for  industrial  fur- 
niture from  the  1950s  have  soared.  The 
hedge  fund  marquises  and  duchesses  ol 
today  compete  by  spending  their  fortunes 
on  contemporary  art. 

Which  is  why  the  Kraemers  have  jusl 
unveiled  the  first  of  several  new  galleries 
designed  to  show  off  their  Louis  againsl 
modern  art  and  decor.  "The  styles  work 
beautifully  together.  Who  the  hell  wants  tc 
live  in  a  period  setting  anyway?  It's  so  low- 
IQ!"  says  architect  Marino.  Marino  boughl 
a  Louis  XVI  commode  by  Leleu  frorr 
Kraemer  for  his  own  contemporary  apart- 
ment. He  pauses  a  beat.  "I  had  to  sell  twe 
of  my  children  to  pay  for  it."  F 
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First  Republic  Bank 

It's  a  privilege  to  serve  you® 
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"First  Republic  goes  the  extra  mile.  They  are  a  great 
partner — and  I  don't  mean  vendor,  I  mean  partner.' 


GENE  TRAINOR 

ADMINISTRATIVE  GENERAL  PARTNER  AND  CHIEF  OPERATING  OFFICER 
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^b  Holiday  Timeshare  Rentals 

Visit  www.bda.gov.cn 

in  which  we  do  business,  please 

Call  1-800-704-0307  or  visit 

^b  Hangzhou  Economic  & 

visit  toyota.com/usa  or  call 

www.holidaygroup.com 

Technological  Development  Area 

1-800-GO-TOYOTA. 

^b  Indian  Point  Estate 
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Aviation 
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Automotive 

^  Insure.com,  Inc. 

^b  Avantair 

Visit  www.insure.com 
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Fractional  ownership  that  offers 

^b  Macromark 

Cadillac:  Break  Through! 
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Wealth 
Managers 


Financial  Advisory  Consultants,  LLC 

9115  Coresea  del  Fontana  Way,  #100 
Naples,  FL  34109 
239-596-0118  www.facfl.com 
FAC  is  a  true  holistic  wealth  management 
fee-only  firm  delivering  comprehensive  invest- 
ment, tax  and  estate  planning  solutions. 


GenSpring  Family  Offices 

3801  PGA  Boulevard,  Suite  555 
Palm  Beach,  FL  33410 
866-506-1989  www.GenSpring.com 
GenSpring  families  share  one  common  bond; 
the  desire  to  have  their  wealth  be  a  resource 
that  is  not  depleted  over  time  and  has  a 
positive  impact  on  those  that  use  it. 

Ruggie  Wealth  Management 

14229  U.  S.  Highway  441 
Tavares,  FL  32778 

352-343-2700  www.ruggiewealth.com 
Based  in  Lake  County,  RWM  is  an  indepen- 
dent, comprehensive  wealth  management  firm 
focusing  on  unbiased  advice  and  pro-active 
client  management. 

Banyan  Life  Financial 

1691  Michigan  Avenue,  Suite  310 
Miami  Beach,  FL  33139 
305-695-8052  www.banyanlife.com 
Enjoying  a  high  rate  of  client  referrals,  Banyan 
Life  Financial  offers  specialized  expertise  in 
life  insurance  premium  financing  and  other 
areas  of  wea'th  management  for  affluent 
families  and  charities  nationwide. 


THE  COMPANIES 
SELECTED  EXCEED 
HE  CRITERIA  BELOW 

io+  Years  Experience 

Exceptional  Client 
References 

$200  M+  in  Assets 
Under  Management 


CPA  Wealth  Management  Services      Harvey  Capital  Management,  Inc. 


215  Bay  tree  Drive 
Melbourne,  FL  32940 
321-254-1668  www.cpawms.com 
CPA  Wealth  Management  Services  is  an  inde- 
pendent, client-centered  registered  investment 
adviser  offering  The  Wealthcare  Solution™  and 
The  Retirement  Plan  Optimizer™. 


400  Royal  Palm  Way,  Suite  400 

Palm  Beach,  FL  33480 

561  -804-91 81  www.harveycapital.com 

HCM  is  an  independent  SEC-registered 

investment  adviser  designing  comprehensive 

investment  management  solutions  for  affluent 

individuals,  trusts  and  charitable  organizations. 


ioo+ Active  Clients    Weiss  Capital  Management,  Inc.         Certified  Financial  Group,  Inc. 


Comprehensive  Range 
:  Wealth  Management 
id  Financial  Planning 
Services 

No  Grievances  or 
Lawsuits 


7111  Fairway  Drive,  Suite  102 
Palm  Beach  Gardens,  FL  33418 
561-515-8558 

www.weisscapitalmanagement.net 
As  an  SEC-Registered  Investment  Adviser, 
WCM's  goal  is  to  achieve  the  greatest  return, 
with  the  least  amount  of  risk,  utilizing  uniquely 
designed  bull-  and  bear-market  strategies. 

Financial  Design  Associates 

10151  Deerwood  Park  Boulevard 
Building  100,  Suite  300 
Jacksonville,  FL  32256 
904-997-2360 

FDA  use  wealth  to  change  clients'  lives  and  to 
make  a  difference. 


1111  Douglas  Avenue 
Altamonte  Springs,  FL  32714 
407-869-9800  www.financialgroup.com 
Central  Florida's  oldest  and  largest  indepen- 
dent personal  financial  consulting  firm  with 
ten  Certified  Financial  Planner"1  practitioners, 
CFG  provides  fee-based  asset  management 
and  retirement  planning. 

Provenance  Wealth  Advisors,  LLC 

515  East  Los  Olas  Boulevard,  15th  Floor 
Fort  Lauderdale,  FL  33301 
954-712-8888  www.provwealth.com 
PWA  offers  comprehensive  planning  and 
implementation  services  that  integrate  the 
income,  estate,  investment,  retirement  and 
business  goals  of  high  net  worth  individuals. 


www.themostdependable.com 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research  process  to 
evaluate  tens  ot  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria  above  for  each  of 
the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make  no  specific  comparisons 
between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not  affiliated  with  Forbes'"  magazine. 
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Strong  Travel  Services 
Call  1-800-747-5670 
^  Valef  Yachts 
Call  1-215-641-1624  or  visit 
www.valefyachts.com 
^b  Wilburn  Rach  Brokerage 
Call  1-541-421-5300 
^b  World  Wide  Business  Consultants 
Call  1-800-733-2191  or  visit 
www.corbettandkish.com 

Computer/Technology 

^b  Tata  Consultancy  Services 
Visit  www.tcs.com 

Consumer  Products/Services 

^  BP  p.l.c. 

Visit  www.bp.com 

Diversity 

^  AT8cT 

Visit  www.att.com 

^  Liberty  Mutual  Group 

Visit  www.libertymutual.com/careers 

^  MGM  MIRAGE 

Visit  www.mgnimirageoUversity.com 

Pfizer  Inc 
Visit  www.pfizer.com 

Economic  Development 

^b  Norwich  University 

Call  1-800-468-6679  or  visit 

www.norwich.edu 

^b  University  of  Vermont 

Visit  www.uvm.edu 
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^  Vermont  Telephone  Company 
Call  1-800-279-4049  or  visit 
www.vermontel.com 

Environment 

^b  Weyerhaeuser  Company 
For  more  about  Weyerhaeuser  and 
to  learn  about  our  innovations 
using  TreeCell  Technology,  please 
visit  www.GrowingIdeas.com  or 
call  1-800-525-5440 

Golf 

^  Canon 

Call  1-800-OK-CANON  or  visit 
www.usa.canon.com 

Hotels 

^6  Embassy  Suites  Hotels 

Call  1-800-Embassy  or  visit 

www.embassysuites.com 

^b  The  Peninsula  Hotels 

Visit  www.peninsula.com 

^b  The  Taj  Hotels  Resorts  and  Palaces 

Visit  www.tajhotels.com 

Human  Capital  Management 

^b  CORT 

Visit  www.CORT.com 

Insurance/Financial  Services 

^  KeyBank 

Visit  www.key.com 

^b  Resources  Global  Professionals 

Call  1-800-900-1131  or  visit 

www.ResourcesGlobal.com 


^b  Transamerica 

Call  1-800-pyramid  or  visit 

www.transamerica.com 

Investment  Promotion 

^b  Multimedia  Development 
Corporation  Sdn  Bhd  (MDeC) 
Visit  www.msc.com.my 

Merchandise  Mart 

^  Panama  International 
Merchandise  Mart 
Visit  www.PIMM.com 

Spirits 

^b  The  Glenlivet 

Visit  www.theglenliveLcom/society 

Tourism 

^b  Puerto  Rico  Tourism  Company 
Visit  vvww.GoToI^uertoPuco.com/ forbes 

Yachting 

^b  Benetti  Yachts 
Visit  www.benettiyachts.it 
^b  Cavendish  White  Limited 
Visit  www.cavendishwhite.com 
^b  Nigel  Burgess 
Visit  www.nigelburgess.com 
^b  Show  Management 
Visit  www.showmanagement.com 
^b  Trinity  Yachts 
Visit  www.trinityyachts.com 


INTRODUCING 

The  Villas  of  Harbour  Court. 


OUR  FINAL  PHASE  OF  DEVELOPMENT. 


1 

mm 
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This  is  your  final  opportunity  to  live  in  Bermuda's  most  outstanding  community. 

Perched  directly  at  the  water's  edge  on  Castle  Harbour  with  breathtaking  views, 
Harbour  Court  is  the  last  chance  to  own  real  estate  in  this  exclusive  residential 
enclave.  The  exquisite  Ship's  Hill  Estate  Homes  and  Town  Homes,  the  custom 
waterfront  homes  of  Shell  Point  and  our  first  residence  club  offering  have 
proven  so  popular,  all  four  communities  are  now  completely  sold  out.  In  addition, 
the  initial  phase  of  Harbour  Court  Villas  has  sold  out. 


2-,  3-  and  4-bedroom  Harbour  Court  Villas  from  $2.7  million  to  $5  million.  2-  and  3-bedroom  Harbour  Court  Residence 
Club  fractional  opportunities  from  $340,000,  which  include  membership  in  the  private  Golf,  Beach  &  Tennis  Club. 
To  learn  more  about  this  limited  offering,  contact  Tucker's  Point  Club  at  441.298.6915.  www.uickerspoint.com 


Tucker's  Point  Club 


BERMUDA 


Coming  2009  —  The  Luxurious  Tucker's  Point  Hotel  &  Spa 


ERMS  AND  SPbCITICATIONS  SUBIfCI  TO  CHANCf.  WITHOUT  NOT  ICE.  THIS  IS  NO!  AN  Oflf.RINd  TO  RbSIDf.N1  S  Of  CAIIIORNIA,  NEW  YORK  OK  Nf.VV  llRSf.Y  OR  ANY  StAIt  WHI.KI  PROHIBITED  BY  LAW. 


MARKETPLACE 


Great  franchise  opportunity  for  strong  leaders 


Closets  by  Design  is  seeking  qualified  leaders  to  own  and  operate  franchises 
in  prime  exclusive  territories.  We  provide  continuous  training  and  support, 
backed  by  proven  marketing  programs.  Closets  By  Design  has  twenty-five 
years  of  experience  as  the  industry  leader,  and  has  been  ranked  #1  in  our 
category  by  Entrepreneur  Magazine. 


"We  were  an  independent  closet  company 
before  buying  a  Closets  by  Design  franchise 
and  we  could  not  touch  the  prices  that 
we  now  get!  We  didn't  have  anything  to 
bargain  with  on  our  own.  The  minute  we 
bought  and  converted  to  a  Closets  by  Design 
franchise,  we  had  immediate  savings  with 
our  vendors,  and  our  advertising  costs 
were  cut  in  half  The  approach  in  training 
and  sales  is  aifferent  than  other  franchises. 
Closets  by  Design's  system,  methods  and 
training  are  fantastic.  We've  grown  our 
business  over  600%  in  six  years! " 


Dan  and  Corbin  Johnson 
Denver,  Colorado  Fronchise  Owner 


To  learn  more,  please  call 
today  (800)  337-5737 

Our  model  provides  an  excellent  cash  flow 
business  opportunity  in  a  growing  and  self- 
fulfilling  industry  and  requires  no  previous 
experience.  For  more  information  on  joining 
the  country's  fastest  growing  custom  home 
orgainizing  franchise  call  or  visit  us  on  the 
web  at  www.closetsbydesign.com 

/V\  Closets 
w  byDesign 


Bank  Says  'NO'?... 
We  Say  'YES'! 

Get  the  Line  you  need  (min  $50k). 

No  hassles.  No  gimmicks. 
No  audits.  Personalized  service. 
Very  affordable.  No  upfront  fees. 
We  are  not  Brokers.  Only  B2B. 


Call  Mr.  Weil  (CEO)  800-499-6179 


www.4capitalsolutions.com 
(We  approve  90%  of  all  qualified  businesses) 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


Forbes 

MARKETPLACE 


For  Advertising  please  contact: 
Lisa  Lazansky 
Custom  Solutions  Media 
1-888-305-6830 
Lisa@customsolutionsmedia.com 
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Can't  keep  a 
good  rate  down. 

5.14% 

'   APY* 


1.85% 

_  APY**  „ 


National 
Average 


Discover 
Bank 


Discover  Bank  consistently  beats  the  national  average**  with  rates  as  high  as: 


3*20  5©14 


% 

APY 

Certificate  of  Deposit 


% 

APY^ 


Money  Market 


Get  a  better  rate  today!  1-888-728-3185  |  Discoverbank.com 


Please  reference  Offer  Code  MF0310. 


DISC  VER 


BANK 


*  Annual  Percentage  Yield.  Rates  based  on  a  $10,000  Money  Market  account  balance  and  a  $2,500  CD  account  balance  A  penalty  is  charged  (or  early  CD  withdrawal-  Fees  could 
reduce  earnings  on  the  account.  All  rates  shown  are  valid  as  of  July  11,  2007  CD  rate  applies  to  five-year  term  Money  Market  rates  may  change  after  the  account  is  opened. 
Member      •*  Based  on  averages  for  Money  Market  accounts  reported  through  BanxQuote.com  as  of  July  11,  2007. 

under       rUIIS  ©2007  Discover  Bank,  Member  FDIC 
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AUCTION      NOVEMBER  16 


SKY  I  Sotheby's 


INTERNATIONAL  REALTY 


Daniel  PcCaro 
REAL  ESTATE 
AUCTIONS 


www.skysothebysrealty.com 
SARASOTA,  FLORIDA 


LUXURY  REAL  ESTATE  AUCTION 
OVER  $IOOM  OF  PROPERTIES 
MANY  SELLING  ABSOLUTE 
WATERFRONT  RESIDENCES 

WILL  SELL  TO  HIGHEST  BIDDER 


Auction  Begins  at  MAM 
LOCATION: The  Longboat  Key  Club 
CALL  FOR  MORE  INFO:  941.308.6560 

©  MMV  Sothebys  lntcrrtition.il  Realty  Affiliate*.  Inc.  AH  Rights  Reserved.  Sotheby's  International 
Realty®  Is  a  Iiccn50ir.tfaboni.irk  to  Sothebys  lntcin.iuon.il  Realty  Affiliates.  Inc.  An  Equal 
Opportunity  Company'  Equal  .Housing^Opportunity  Each  office  is  independently  owned  and 
operated. except  offices  iSwricd  and  operated  by  NRT  Incorporated  In  coordination  with  Daniel 
DcCar  o  Real  Estate.  Auctions  inc   i.  Licensed  Real  Estate  Broker  and  Auctioneer. 


PERFECT  PUSHU 


Unique  Rotating  Handles 

will  increase  muscle  strength  and 
definition  in  your  arms,  chest, 
shoulders,  back  and  abs. 
Developed  by  a  Navy  SEAL 


800-709-3329  perfectpushup.corr 


Forbes 

EXECUTIVE  EDUCATION 


Rirbes  ...   

For  more  information  please  contad 
Marylin  Maccio 
631-242-8298 
sosmaccio@optonline.net 


torbes*  marketplace 


THE  DUDE  RANCHERS'  ASSOCIATION 


RANCHO  DE  LA  OSA.  ARIZONA  Located  65  miles  from  Tucson,  Rancho  De  La  Osa  is  a  300  year  old  intimate  property  and  one  of  the 
last  great  haciendas  in  America.  Established  as  a  guest  ranch  in  1923,  its  history  has  been  lovingly  preserved  in  the  beautiful  buildings 
that  rest  comfortably  in  the  rolling  grasslands  of  the  high  Sonoran  Desert.  Whilst  meal  times  are  focused  around  quality  food  and  wine, 
daytime  activities  include  horseback  riding,  hiking,  biking,  swimming  and  bird  watching.  Suitable  for  individuals,  couples,  families  and 
groups,  the  ranch  is  a  special  place  that  rejuvenates  the  spirit  and  invigorates  the  soul. 
For  further  information  please  call  800-872-6240  or  visit  www.ranchodelaosa.com 


THE  HOME  RANCH  Dude  Ranching  •  still  America's  best  vacation. 
Members  of  Relais  &  Chateaux  Look  us  up  at  www.homeranch.com 


ROCK  SPRINGS  GUEST  RANCH 

We  all  carry  memories  of 
remarkable  experiences  that 
have  touched  us.  Here  is  your 
opportunity  to  create  an  album 
full!  While  riding,  you  will  ex- 
plore in  small  groups  and  enjoy 
rides  catering  to  your  ability 
and  expectations.  Your  children 
will  instantly  love  our  amazing 
children's  guest  program  Most 
of  all  you  will  experience  the 
tradition  of  a  truly  unplugged 
western  vacation,  where  you 
may  enjoy  as  much  stillness 
or  adventure  as  you  choose. 
Come  see  for  yourself  why  the 
majority  of  our  customers  are 
returning  guests. 

Bend,  Oregon 
541-382-1957 

www.oregonduderanch.com 


www.guestranch.co! 


Ride,  Relax,  Recharge!  Experience  the 
Best  of  the  Southwest  for  your  perfect 
family  ranch  vacation,  honeymoon, 
corporate  retreat,  or  dream  horseback 
riding  holiday.  The  Roberts  Family  in- 
vites you  to  experience  our  spectacular 
mountain  setting  and  genuine  western 
hospitality,  which  we  have  been  serving 
at  our  dude  ranch  for  38  years. 

Your  best  vacation  ever! 
Located  near  Durango,  CO. 
800-527-2624  www.wildernesstrails.com 
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For  Marketnlace.  call  888-305-6830 


)S  MARKETPLACE 


Sealed  vault  tubes  of  President  coins  go  to  public  for  $28 


H  SHUT  OFF:  Here's  some  of  the  last  dozen  stacks  of  Presidential  Dollars  that  are  no  longer  being  minted  and  are  extremely  uncommon 
because  they're  actually  carved  with  edge  lettering. 

Public  gets  hoard  of  last  Presidential  coins  free 


By  SHAWN  OYLER 

UNIVERSAL  MEDIA  SYNDICATE 

(UMS)  -  Starting  at  precisely  7:45 
a.m.  today,  some  of  the  last  Presidential 
Coins  ever  to  be  minted  by  the  U.S. 
Government  are  being  handed  out  free 
to  the  public. 

They  are  getting  them  free  with 
every  single  vault  tube  they  claim. 

The  U.S.  Government  barely  got 
started  minting  these  new  Presidential 
coins  and  by  law  were  required  to  stop 
production  forever.  There  will  never  be 
any  more. 

So,  who's  to  thank  for  this  mas- 
sive giveaway  effort?  Well,  it's  not  the 
government.  It's  the  World  Reserve 
Monetary  Exchange. 

And  we'll  even  give  you  the  direct 


Hotline  to  call  so  you  can  be  among  the 
first  to  get  yours  free  right  now. 

People  everywhere  will  be  trying  to 
get  their  hands  on  the  last  of  these 
magnificent  stacks  of  coins  with  the 
never-before-seen  edge  markings. 
But  only  those  who  get  in  before  the 
7-day  deadline  are  being  handed  one 
of  the  remaining  brand  new  never- 
circulated  Presidential  Dollar  Coins 
free  with  every  single  $28  sealed  vault 
tube. 

Officials  at  the  World  Reserve  are 
coping  with  the  explosion  of  calls.  So, 
don't  give  up  calling  if  you  don't  get 
through  the  first  time.  Keep  trying. 

"It's  a  miracle  we  were  able  to  set 
up  special  Hotlines  in  three  Regional 
Distribution  Zones  in  an  effort  to 


maintain  order  across  the  country.  We 
feared  the  flood  of  calls  could  bring  us 
to  our  knees  but  we  are  now  equipped 
to  handle  everyone  who  is  trying  to 
get  through  to  get  our  last  coins,"  said 
Stephen  Speakman,  Director  of  Hotline 
Operations  for  the  World  Reserve 
Monetary  Exchange. 

All  this  is  happening  because  the 
World  Reserve  has  revealed  it  will 
release  the  last  of  its  secretly  located 
hoard  of  $13  million  worth  of  never- 
circulated  Presidential  Coins  in  vault 
sealed  tubes  to  prevent  them  from  ever 
being  introduced  into  commerce.  It's 
the  only  way  to  maintain  their  value  as 
never-circulated  coins. 

"This  is  what  everyone  wants  but  so 
few  will  actually  have.  So  many  will  be 


October  8,  2007 


For  Marketplace,  call  888-305-683 
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U.S.  GOVERNMENT  COIN  MINTING  SHUT-OFF  NOTIFICATION 

• 

\      ■■       .    1        1       ■  ■                 '  "***! — r — ■  -'••'"^ 

eft  out  in  the  cold  or  with  ordinary 
circulated  coins  if  they  can  even  find 
;hem  in  their  bank  change.  That's  why 
ive  are  so  widely  advertising  our  plans 
;o  give  away  some  of  the  last  never- 
circulated  Presidential  Coins  free,"  said 
Speakman. 

Those  who  do  beat  the  order  dead- 
ine  will  get  one  of  the  last  Presidential 
Dollar  Coins  free  so  they  can  handle 
t,  show  it  off  and  still  keep  the  valu- 
able vault  tube  sealed  and  perfectly 
ntact. 

The  U.S.  Government  is  required 
;o  mint  each  President  with  a  single 
^residential  $1  Coins,  with  a  differ- 
ent President  appearing  every  ninety 
lays.  That's  why  everyone  is  still  try- 
ng  to  get  the  last  of  these  Presidential 
iollar  coins  now  that  minting  has  been 
>hut  off. 

"To  honor  each  President  there 
vill  be  forty  sealed  vault  tubes  in 
ill,  each  containing  twelve  never- 
circulated  Presidential  Coins, 
rhat's  480  coins.  But 
vith  the  forty  free  coins 
everybody  is  getting, 
t  becomes  a  spec- 
;acular  collection  of 
520  never-circulated 
coins  in  all,  loaded 
nto  two  separate 
leavy  vault  boxes. 
Dnly    those  lucky 
enough  to  get  in  on  this 
low  will  be  among  the 
first  to  be  automatic-  ^ 
illy  taken  care  of  with  all  of 
;he  new  Presidential  Dollars 
;o  ever  be  minted  for  the  next 
;en  years,"  explained  Speakman. 

The  Presidential  Dollars  may  be 
lard  to  find  because  they  have 
lot  really  made  their  way  into  the 
National  Banking  System.  Banks  will 
lot  honor  requests  for  the  free  coins. 
\nd  Banks  will  never  have  these 
crystal-clear  sealed  vault  tubes  of 
;he  never-circulated  coins  that  show 
>ff  the  rare  edge  markings.  Claims 
?or  these  free  coins  which  are  in 
lever-circulated  condition  are  only 
seing  honored  by  the  World  Reserve 
?or  the  next  seven  days  and  only  for 
;hose  who  beat  the  deadline  for  the 
sealed  vault  tubes. 

"Just  look  at  that  stack  of  coins.  When 
Americans  get  their  hands  on  those, 
;hey  are  really  going  to  do  a  double 
;ake,"  Speakman  said.  R 


H  JACKPOT:  These  two  massive  vault  boxes  contain  the  sealed  vault  tubes  for  the  complete 
collection  of  forty  Presidential  Dollars,  480  coins  in  all.  Values  fluctuate,  but  just  think  if  you 
had  saved  2  vault  boxes  of  uncirculated  Eisenhower  Dollars  from  1973.  They  would  now  be 
worth  $6,912.00.  It's  a  real  steal  at  just  $28  for  these  crystal  clear  sealed  vault  tubes  that 
show  off  the  rare  edge  markings  and  protect  the  coin's  never-circulated  value. 


How  to  get  free  Presidential  Coins 

Every  reader  of  this  magazine  who  beats  the  order  deadline  will 
still  get  one  of  the  last  never-circulated  Presidential  Dollar  Coins 
"<   free  with  each  sealed  vault  tube  at  just  twenty-eight  dollars  plus 
shipping.  Rations  of  these  coins  are  uncertain  because  minting 
has  been  shut  off  and  there  can  never  be  anymore.  Once  they're 
gone,  they're  gone.  By  law,  once  the  minting  shuts  off,  they  will 
never  be  minted  again.  So,  in  an  effort  to  maintain  an  orderly 
distribution  of  the  World  Reserve's  remaining  private  hoard  of 
coins,  claim  lines  have  been  established  in  three  Regional 
Distribution  Zones. 

Q  Find  the  Regional  Distribution 
Zone  you  live  in  on  the  map  below 


CLAIM  CODE:  PD1813 


World  Reserve  Monetary  Exchange 

THE  WORLD'S  PREMIER  PRIVATE  NUMISMATIC  EXCHANGE 

3939  EVERHARD  RO ,  CANTON  OH  44709 


Call  the  Claim  Line  set  up  for  your 
Distribution  Zone  for  the  next  7  days  only 

It  you  live  in  Zone  O 

Call:  1-800-918-2186  Lines  open  7:45  AM  -  8:45  PM 
If  you  live  in  Zone  G 

Call:  1-800-731-4616  Lines  open  8:00  AM  -  9:00  PM 
If  you  live  in  Zone 

Call:  1-800-924-7909  Lines  open  8:15  AM  -  9:15  PM 


©2007  WFIME  P00369  OF001204R-1 


THE  INCREASE  IN  COLLECTIBLE  VALUE  OF  CERTAIN  PRIOR  ISSUES  OF  U.S.  COINS  AND  CURRENCY  DOES  NOT  GUARANTEE  THAT 
CURRENT  ISSUES  WILL  ALSO  INCREASE  IN  VALUE.  THE  WORLD  RESERVE  MONETARY  EXCHANGE  IS  NOT  AFFILIATED  WITH  THE 
UNITED  STATES  GOVERNMENT  OR  ANY  GOVERNMENT  AGENCY.  OH  RESIDENTS  PLEASE  ADD  SIX  PERCENT  SALES  TAX  AND 
SORRY  NO  SHIPMENTS  TO  CT,  MA.  MN,  TN,  VT  RESIDENTS.  ALL  TRANSACTIONS  LESS  SHIPPING  ARE  BACKED  BY  THE  FULL 
VAULT  CONTENTS  OF  THE  WORLD  RESERVE  MONETARY  EXCHANGE  WITH  A  MONEY  BACK  GUARANTEE  UP  LOJIOJOOOO. 
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or  Marketolace.  call  888-305-6830 


KET PLACE 


AUCTION 


TUES,  OCTOBER  23,  2007  •  2PM 


No  Minimum 
No  Reserve 


ESTABIJSHED  IN  1969 


You  plan  your  own  itinerary  with  your  captain  ... 
You  select  your  cuisine  with  your  chef  ... 
You  set  your  own  ...  Rice  ... 

.  AND  IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP! 

VALEF  YACHTS  LTD. 

North  American  Headquarters: 
7254  Fir  Rd.,  Ambler,  PA  19002  U  S  A. 
Tel:  215-641-1624  •  1-800-223-3845  •  Fax:  215-641-1746 
E-mail:  info(«  valefyachts.com  •  Website:  \vvwvvalefyacht.s.com 

International  Headquarters: 
2,  Plotarchou  Hadikonstanti  Str..  18536  Piraeus,  Greece 
Tel:  30  210  418  2381  •  30  210  418  2392  •  Fax:  30  210  451  8820 
E-mail:  contact(«  valcfyachts.com  •  Website:  www.viilcfyachts.com 
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Palmetto  Dunes  -  Enjoy  resort  living  in  this  4BR/4.2 
BA  single  family  home.  Located  in  the  award-winning 
community  of  Palmetto  Dunes,  this  beach  retreat  is  one 
row  off  the  Atlantic  Ocean  with  excellent  views  of  the 
water.  Enjoy  beaches,  the  marina,  golf,  tennis,  sports 
rentals,  shopping,  dining,  entertainment,  and  more! 

•  Perfect  for  Renovation, 
Remodel,  or  Rental 

•  Excellent  Rental 
Income  History 

•  Gated  24-hour  Security 


Grand  estates 

AUCTION  COMPANY" 
call  for  a  FREE  color  brochure 

1.800.552.8120 


www.G-E-A.com  ■  Robert  Kirk  SC  License  #003564R 


Looking  To  Grow  Your  Business? 


We  Specialize  in  Responsive  Lists  That  Work! 

Direct  Mail  •  Email   

MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE  jjSl^ 

www.macromark.com    ]VI  3.01*0 777' 

Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


ME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
16  88%  of  people  who  own  health  club  memberships  do  not 
<ercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
3lieve  for  all  the  people  who  since  1990  have  bought  our 
<cellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
ho  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 
le  health  benefits  experienced 
uring  that  tryout,  and  the  ROM 
erformance  score  at  the  end  of 
ach  4  minute  workout  that  tells  the 
tory  of  health  and  fitness 
nprovement.  At  under  20  cents  per 
se,  the  4  minute  ROM  exercise  is 
le  least  expensive  full  body 
amplete  exercise  a  person  can  do. 
ow  do  we  know  that  it  is  under  20 
snts  per  use?  Over  90%  of  ROM 
lachines  go  to  private  homes,  but 
e  have  a  few  that  are  in  commercial 
se  for  over  12  years  and  they  have 
ndured  over  80,000  uses  each, 
ithout  need  of  repair  or  overhaul. 
ie  ROM  4  minute  workout  is  for 
sople  from  10  to  over  100  years  old 
nd  highly  trained  athletes  as  well. 


The  ROM  adapts  its  resistance  every  second  during  the  workout 
to  exactly  match  the  user's  ability  to  perform  work.  It  balances 
blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 
website  at:  www.FastExercise.com. 


The  typical  ROM  purchaser  goes  through  several  stages: 

Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 
Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 
Reading  the  ROM  literature  and  reluctantly  understanding  it. 
Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 
Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 

10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


1. 
2. 
3. 
4. 
5. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROM  FAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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77i£  Price  5ays  Pre-Owned! 

Since  1969,  legions  of  discerning  buyers  have  opted  to  save 
thousands  by  purchasing  a  Capetown  Certified  Pre-Owned  watch 
accompanied  with  Capetown's  Exclusive  Lifetime  Warranty. 


Capetown 
Specii 

IW  < 
"  V 


Other  Model 
at  Similar 
Savings 


Website  Item  #: 

an  1437 


Certified  Pre-Owned 
Gent's  18K  Y/G  Rolex 
"Submariner"  with  Factory 
Sapphire  &  Diamond  Dial, 

\  d  \miQititt\A,iiiCtfittun'iUfttmeWtmnty\ 
We  Are  Not  Reifuiredlo  Collect  Sales  Tax  on  Items  Shipped  Out  of  Georgia!! 
The  World's  Foremost  Discounter  of  New  &  Pre-Owned  Certified  Diamonds,  Precious 
Jewelry,  and  Fine  Swiss  Watches  such  as  Rolex,  Carrier,  Patek,  et  al.  See  Ui  On  The  Web! 

www.capctowndiamond.com 

CALL  TO  RESERVE  YOUR  SELECTIONS:  770-645-8555 


BUY 


si  I  1 


"RADE 


REPAIR 


A      CARL  MARCU 

All  merchandise  is  sold  under  our  website's  primed  "Conditions  of  Sa 


S  COMPANY 

e".  Capetown  is  NOT  an  authorized  Rolei  jeweler. 


I  f 


CAPETOWN  E5 

DIAMOND  CORPORATION  kUJftt 

"Value  Without  Compromise  For  Over  Mi  Years"    I  J 


To  place  your  order,  to  renew,  give 
gift,  change  your  address  or  other 
customer  service,  visit  our  site  at: 

www.forbes.com/customerservici 

or  call. ..800-888-9896 


6w 


INTERNATIONAL 


First-Class  Premium  Sampler 

limited  time  offer1. 


only  $10 


If  you  like  handmade  cigars,  you're  gonna  love  Cigars  International 
To  prove  it,  I've  compiled  a  sampler  with  8  of  the  finest  cigars  in  th' 
world  for  one  super-low  introductory  price:  instead  of  the  norma 
retail  of  s47.01,  my  offer  to  you  is  just  !10!*  I'm  betting  once  yot 
receive  these  outstanding  cigars,  together  with  our  fre> 
68-page  cigar  catalog,  you'll  become  a  lifetime  customer.  Now  that' 
an  offer  you  can't  refuse!  One  per  customer  please 


•  Torano  »  Indian  Tabae  •  Perdomo  Reserve  •  Gurkha  • 
•>xj  io  time  a  substitution  may  occur  based  on  available, 


JL  "OOP*  JL *t  4-2790  mention  code  SA713a 

www.CigarsIntl.com/SA713a 

Vou  must  enter  complete  web  address  for  special  offer 


Code:SA713a  ltem#  SP-CA01 


'  Send  me  one  each  of  8  top  brands  for 

'10  +  '5s/h.  Offer  expires  12-15-07 
'  Pennsylvania  residents  add  6%  tax  -  remittance  of  any  taxes  on  orders  shipped  outside 

of  PA  is  the  responsibility  of  the  purchaser. 

Name  

Address  

City/State/Zip  

Daytime  Phone  (  )  

Email  


Signature, 


Birth  Date 


I  certify  that  I  am  21  yrs  or  older) 


Payment:  □  Check  fisencfoseoij  □  Visa   □  MC    □  Amex    □  Discover 
Card  #  Exp  | 


CIGARS  INTERNATIONAL  6771  Chrisphalt  Drive,  Bath  PA  18014 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

'The  best  Web  site  I've  found..." 

'Tie  Dallas  Morning  News 

'...we'd  recommend  you  do  your 
nsurance  shopping  here..." 

Barron's 

'New  source  for  best  buys  in 
nsurance.  One  way  to  get  to 
mow  the  insurance  market." 

(iplinger's 

'...this  site  is  flush  with 
iseful  features." 

'-orbes.com 

'. .  .as  good  as  a  Web  site  on 
nsurance  can  possibly  be.  Hats 
iff  and  a  gold  star  to  the  top 
nsurance  site  on  the  Web." 

nsurance  for  Dummies 

'The  premier  Web  site  in  terms 
if  detail  and  ease  of  use,  (best 
if  all,  it's  free)  is  lnsure.com..." 

'ahooi  FINANCE 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 
78  year-old  male:  $1 ,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  100  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insure.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


./_ 


$ 


Date  of  birth  (MM/DD/YY) 


Age 


Coverage 


City  State 

Major  Illness  History:    D  Heart  Disease   Q  Cancer   Q  Diabetes   D  Stroke   D  Other . 

(Please  check  all  that  apply.) 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Zip 


Ad  Code:  FORBS  10/07 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
Df  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naic  org.  This  message  and  offer  is  void  where  prohibited  by  law.  Insure.com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
jommissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©  1984-2007  lnsure.com,  Inc.  All  rights  reserved.  CA  agent  #0A13858, 
LA  agent  #200696,  MA  agent  #333509159.  Insure  com,  Inc.  DBA  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078.  Insure.com.  Inc.  DBA 
lnsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093. 
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Forbes 

Special  Situation  Survey 


"LOOK"  This  is  Different 


If  you  can  comfortably  afford 
a  "one  time"  investment  of 
$12,900  you  could  earn 
$15,000  plus  every  month  and 
it's  easy  and  fun!  We 
guarantee  to  show  you  how  - 
in  your  area  -  where  it  counts. 
"A  Corporate  First".  Includes 
a  one-on-one  training 
program. 

CALL:  1-877-808-0800 


"LOOK"  This  is  Different 


ie 

UNSECURED  LOANS 


$1,000 -$100,000. 
No  collateral  required.  Same  day 
decision  nationwide. 
Any  personal  or  business  use. 
Easy  application  process. 
Start-ups  welcome. 

www.AmOne.com/Forbes 

1-800-458-7695 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


lis  About  lime 


©  © 

Los  Angeles     New  York 

©  © 

London     .  Hong  Kong 

Bank 
Ownership 

We  invite  you  to  inquire. 
800-733-2191 


DON'T  LISTEN  ... 
to  stock  tips.  Chances  are  they  will 
lose  you  money.  The  experts  at  The 
Forbes  Special  Situation  Survey 

evaluate  the  fundamentals  of  5,000 
stocks,  and  each  month  pick  the  one 
they  believe  is  poised  to  move  up. 
They  tell  you  when  to  sell,  too.  Want 
a  good  tip? 


Call  today  for  a  FREE  trial  issue 
1-800-289-8979. 


Hottest  Collectible  Coins) 
Since  The  State  Quarters) 


301-3868 


The  U.S.  mint  revolutionized  the  coin  industry  in  1999  when 
they  introduced  the  50  state  quarter  program.  Since  then  the 
number  of  coin  collectors  has  risen  sharply  from  around  4 
million  to  over  130  million.  Now  you  can  collect  the  hottest 
new  coins  on  the  market  -  the  Presidential  Dollars  with  this 
special  introductory  offer.  4  legal  tender  S I  coins  will  be  issued 
each  year  from  2007  -  2016  honoring  each  non-living 
president.  The  coins  will  be  released  in  the  order  the  presidents 
served.  Now  you  can  get  the  first  3  coins  in  the  series  honoring 
presidents  George  Washington.  John  Adams  and  Thomas 
Jefferson  richly  layered  in  pure  24kt  gold  for  only  S5.95.  These 
coins  are  already  being  hoarded  out  of  circulation  by  collectors 
To  get  your  3  collector  edition  24kt  gold  layered  presidential 
dollars  for  only  S5.95  call  1-800-301-3868  now.  Also  included 
in  this  special  limited  time  offer  is  a  deluxe  collector  album  to 
display  and  store  your  coins.  Your  satisfaction  is  assured  with 
our  30-day  money  back  guarantee.  Limit  10  sets  per  customer. 
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Valenti  International 

"The  more  you  have  to  offer  the  more  difficult  it  seems  to  find  the  person  who  is  right for  you." 

T 


hose  who  seek  to  achieve  results 
in  today's  rapidly  accelerating 
society  understand  the  need  to  take 
appropriate  measures  to  get  what 
they  want  out  of  life. 

Never  before  has  there  been  more 
emphasis  on  healthy  relationships, 
family  togetherness,  and  emotional 
well-being  as  the  necessary 
foundation  leading  to  a  road  of  life- 
long success.  Yet  with  time  as  our 
most  precious  and  limited  resource, 
it  has  become  increasingly  difficult 
for  high  achievers  to  balance  their 
life's  work,  cultural  and  academic 
activities,  and  the  time  available  to 
invest  with  loved  ones. 

With  this  in  mind,  it  is  easy  to  see 
and  understand  why  today's  most 
intelligent  and  successful  individuals 
in  search  of  their  life  partner  are 
taking  more  care  and  precaution  when 
it  comes  to  choosing  their  mate. 

For  years  we  have  seen  the 
appearance  of  practically  every 
fathomable  method  of  pairing 
individuals  and  individuals  pairing 
themselves;  from  well-meaning 
friends  and  family,  to  single  parties 
and  the  internet  superhighway. 
Undoubtedly  however,  if  you  are 
an  attractive,  successful,  relatively 
private  and  selective  individual,  you 
have  found  that  the  more  you  have 
to  offer  the  more  difficult  it  seems  to 
find  the  person  who  is  right  for  you. 

Discerning  people  today  want  more  out  of  their  lives  and 
their  relationships.  There  is  clearly  a  special  focus  when  it 
comes  to  the  selection  process  for  finding  a  potential  romantic 
companion.  Most  people  recognize  the  value  of  engaging  an 
expert  to  assist  them  in  their  personal  search.  The  question  is, 
"How  do  you  find  an  expert  you  can  trust?" 

Valenti  International  of  Rancho  Santa  Fe,  California  is  the 
only  company  of  its  kind.  They  consistendy  attract  a  select 
worldwide  clientele  of  quality  individuals  in  their  quest  for  a 
suitable  and  compatible  life  partner.  Irene  Valenti,  President 
and  founder,  is  actively  involved  in  every  aspect  of  the  business. 

"We  truly  understand  what  today's  most  exceptional 
individuals  must  endure  in  order  to  find  a  compatible 
life  partner.  With  a  staff  of  Ph.D.  psychologists  and  an 
experienced  team  of  professionals,  we  are  able  to  meet 


with  and  get  to  know  our  clients 
personally.  This  enables  us  to  create 
a  solid  foundation  for  providing  the 
best  recommendations  to  our  clients. 
Of  course  there  is  risk,  but  the  real 
risk  is  drastically  increasing  your 
options  and  actually  meeting  the 
right  person,"  Valenti  states. 

Valenti  International  takes  into 
consideration  social  and  economic 
backgrounds,  family  values  and 
interests,  as  well  as  personalities 
and  other  individual  considerations 
necessary  for  a  successful  match. 
The  term  "Matchmaking  in  the 
European  Tradition®"  represents 
an  established  professional  process 
carefully  structured  to  promote  the 
best  opportunity  for  results  for 
each  client  ol  Valenti  International. 
There  are  no  impersonal  methods 
or  computers  used  for  making 
or  selecting  introductions. 
"Each  personal  introduction 
or  recommendation  is  made  on 
a  respectful  and  selective  basis." 
What  started  as  one  woman's  quest 
to  make  a  difference  in  people's 
lives  has  grown  into  a  world- 
renowned  company,  a  family 
legacy,  and  a  powerful  model  for 
building  successful  relationships 
through  effective  introductions. 
"I  am  always  impressed  with 
the  quality  of  people  my  service 
attracts,"  says  Valenti-  who 
continues  to  position  her  reputable  company  through 
service  excellence  and  quality  advertising. 

Valenti  International's  clients  range  from  the  comfortable 
to  the  extremely  wealthy,  embracing  all  ages  and  a  variety  of 
backgrounds  and  cultures.  If  you  or  someone  you  know  would 
like  to  find  that  special  someone,  contact  Valenti  International 
at  (800)  200-8253,  or  internationally  at  +01-858-759-9239. 
You  can  also  visit  their  website  at:  ValentiInternational.com 
A  confidential  consultation  will  be  arranged  with  no  obligation. 

Valenti  International 

MATCHMAKING  IN  THE  EUROPEAN  TRADITION, 

World  Headquarters,  Post  Office  Box  2534,  Rancho  Santa 
Fe,  California,  92067  United  States  of  America. 
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FOR  SALE! 

Rare  Memorabilia 
Released  to  the  Public 

Signed  art  including 
sClapton,  Beatles,  Stonos, 
Ijeppelin,  Dylan,  Hendrix 
and  MORE! 

FREE  CATALOG 
^TJ ALL  TODAY! 


1 1.877.601.  ROCK 

kwww.SignedRock.com 


Didn't  make  the 
Forbes  400? 

Maybe  next  year! 

Excellent  investment 
opportunities  in 
pharma  and  food 
service  industries. 
www.Chantari.com 
212.537.9180 


IMAGINE... 


YOU  ARE  LOOKING  TO  BUY  OR 
SELL  A  BUSINESS  AND  YOU 
ARE  MATCHED  WITH  THE 
RIGHT  OPPORTUNITY  QUICKLY!!! 


Best  Prices  &  Servic 
1-800-747-5670 


WORLD'S  LARGEST  MATCHMAKER  OF  BUSINESSES 


Call  1-S00-999-SALE 
or  visit  www.NBCSllc.com 


He  was  a  hardworking  farm  boy. 

She  was  an  Italian  supermodel. 

He  knew  he  would  have  just 
one  chance  to  impress  her. 


Rosetta  Stone?  The  fastest  and 
easiest  way  to  learn;  ITALIAN 


Introducing 
Rosetta  Stone®  Version  3! 

The  world's  leading 
language  learning  software 
just  got  better. 


NEW  Proprietary  speech  recognition  technology  gets  you  speaking  froni  the  start  and  NEW  speech 
analysis  tools  perfect  your  pronunciation. 

NEW  Contextual  Formation™  feature  uses  real-world  simulations  to  give  you  the  benefits 

you  need  to  succeed. 

NEW  Adaptive  Recall™  Language  feature  tracks  progress  to  reinforce  your  strengths  and 
revisit  needs. 

NEW  Milestone  feature  lets  you  try  out  your  new  language  knowledge  in  real-life  simulations. 
IMPROVED  Intuitive,  sequential  learning  makes  every  lesson  count  and  build  progressively. 


Personal  Edition. 
Solutions  tor  organizations 
also  available. 


Act  now  to  receive  a 

10%  discount. 

Offer  expires  Jan  31.  2008. 


Level  1        $2&S-  NOW  $188.10 

Level  1&2  £239-  NOW  $305.10 
Best  Value! 

Level  1,2  &  3  £4§*T  NOW  $449.10 


Version  3  now  available  in  10  languages,  20  other  languages  available  for  Version  2. 

i 

The  fastest  way  to  learn  a  language.  Guaranteed.™ 

Rosetta  Stone- 

(88S           523  RosettaStone.com/fbsl07 

Use  promoter '      i---  't^O?  when  sfderi-  ^sH8Hg^' 

■OS! 
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Official  New  York  Mint  Release: 


Now  you  can  get  all  these  classic  U.S.  silver  issues  for  one  low  price! 


The  ultimate  standard 
in  coins  is  the  Proof — a 
gleaming  coin  with  details 
so  sharp  and  luster  so  daz- 
zling that  it's  recognized  as 
the  pinnacle  of  minting 
perfection.  Each  year  when 
the  U.S.  Mint  creates  a  small 
number  of  U.S.  Proof  Sets, 
collectors  scramble  to 
get  their  share  of  the  limited 
edition.  Now,  we're  making 
these  sets  available  to  you 
in  this  amazing  collection — 
over  120  coins  in  all! 

Each  set  contains 
Proofs  of  each  regular-issue 
coin  from  that  year  and 
includes  original  packaging 
from  the  U.S.  Mint.  Proof 


Sets  are  the  only  way  to 
get  yearly  coins  in  each 
denomination  with 
unparalleled  craftsmanship. 
You'll  get  the  LAST  Franklin 
Half  Dollar,  the  FIRST  and 
ONLY  silver  Kennedy  Half 
Dollars,  the  beloved 
Bicentennial  coins,  the 
FIRST  Ike  Dollars,  the 
FIRST  and  COMPLETE 
Susan  B.Anthony  Dollar 
collection  and  much,  much 
more — and  all  for  about 
$17.95  a  set! 

Now  you  can  order  this 
complete  25-year  U.S.  Mint 
Proof  Set*  (1961  -  1985) 
and  save!  For  a  limited 
time,  you  will  also  receive 


TWO  FREE  bonuses: 

The  1965  -  1967  special 
U.S.  Mint  Sets  and  the  1976 
special  Bicentennial  3-coin 
Proof  set.  For  the  first  50 
callers,  we'll  even  include 
the  hardcover  book  "United 
States  Proof  Sets  and  Mint 
Sets"  by  Bill  Gale  and  Ron 
Guth,  two  nationally-recog- 
nized experts  in  the  field  of 
numismatics.  Don't  wait — 
Call  now  and  receive  all  this 
for  only  $395! 
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ext.  6045 
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THOUGHTS 

On  the  Business  of  Life 


ince  forbes  has  become  the  authority  on  who  are  Americas  and  the  Worlds  richest  and  by  how 
much,  we've  become  very  familiar  with  all  the  synonyms  and  similes  used  in  connection  with  great 
wealth.  Foremost  among  the  standbys  is  "rich  as  Croesus."  So  we  could  not  resist  acquiring  [a] 
portrait  of  ol'  King  Croesus.  We  figure  it  would  be  most  apropos  to  have  him  looking  down  from  the  wall 
ai  the  workings  of  those  of  our  editorial  staff  who  labor  unceasingly  year  in,  year  out,  updating  the  rich 
veins  that  flow  into  our  annual  listings  of  TJte  Forbes  Four  Hundred,  The  Worlds  Billionaires  and 
Tlie  Richest  Entertainers.  — MALCOLM  S.  FORBES  ( 1 989) 


A  few  thoughts  from  Forbes  400 
members  past  and  present: 

In  America  18%  of  people  are  below  the 
poverty  level  Tell  me  how  you  can  justify 
this,  given  our  great  country  and  the  fact 
that  top  management  are  being  paid  what 
they're  paid. 

— CARL  ICAHN 


Getting  fired  can  produce  a  particularly 
bountiful  payday  for  a  CEO.  He  can  "earn" 
more  in  that  single  day,  while  cleaning  out 
his  desk,  than  an  American  worker  earns 
in  a  lifetime  of  cleaning  toilets.  Today,  in 
the  executive  suite,  the  all-too-prevalent 
rule  is  nothing  succeeds  like  failure. 

— WARREN'  BL'FFETT 


/  love  being  the  outsider. 

—SHELDON  ADELSON 


The  greatest  discoveries  in  nanotech  have 
been  20  years  away  for  20  years. 

—THEODORE  WATTT 


This  is  a  great  time  to  be  in  real  estate. 
This  is  the  15  seconds  of  sun. 

—STEPHEN  ROSS 


/  am  not  going  to  retire  until  we're  the 
largest  apartment  owner  in  the  U.S. 

— JOHN  P.  MANNING 


/  could  be  on  the  beach,  but  I  can't  wait  to 
get  to  the  office  every  day.  Risk-taking  is 
like  a  giant  jigsaw  puzzle. 

— SAMUEL  ZELL 


Money  is  just  a  method  of  keeping  score 
now.  I  certainly  don't  need  more  money. 
No  one  needs  this  much  money. 

—LAWRENCE  ELLISON 


If  you  buy  a  few  great  companies,  you  can 
sit  on  your  ass. 

— CHARLES  MUNGER 


I  thought  Taco  Bell  was  a  phone  company. 

— O.  BRLTON  SMITH 


The  chicken  business  is  an  old  business. 
I'm  bringing  new  technology  to  it. 

—GLEN  TAYLO 


We're  trying  to  eradicate  ignorance. 
It's  a  losing  fight. 

—JOSEPH  JA\LAIL  Jfl 


How  can  you  not  be  fond  of  a  company 
you  built  into  the  largest  insurance 
company  in  the  world?  But  I  don't  share  a  i 
feeling  of  warmth  toward  certain  people  m 
the  board. 

— NHURICE  (HANK)  GREENBERC 

I've  made  a  life  out  of  putting  a  business 
aspect  to  my  innovative  mind. 

—JAMES  SORENSO: 


Calling  me  a  billionaire  is  shocking. 
My  wife  will  be  surprised. 

— LEONARD  UTWC-I 


A  Text ... 


There  is  that  maketh  himself  rich, 
yet  hath  nothing,  there  is  that 
maketh  himself  poor,  yet  hath  great 
riches. 

— PRO\"ERBS  13:7 
Sent  in  by  LD.  Kennedy,  Ripley,  Tenn. 
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You  never  actually 
wn  a  Patek  Philippe. 


You  merely  take 
are  of  it  for  the  next 
generation. 


The  patented  Annual  Calendar  displays 

day,  month  and  date,  which  only 
needs  resetting  once  a  year.  A  sapphire 

crystal  back  reveals  the  self-winding 
movement  which,  like  all  Patek  Philippe 
mechanical  watqhes,  is  distinguished 

by  the  Geneva  Seal.  Ref.  5146J. 
Tel:  (1)  212  218  1240.  www.patek.com 


NGINE:  5.8L  V8    0-60  mph:  8.2  sec.    TOWING:  6,000  lb.  HUMMER.com 
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In  today's  luxury  game,  the  real  question  isn't  about  whether  your  car  has  French-stitched  interior 
accents  or  an  available  40-gig  hard-drive  that  lets  you  store  thousands  of  songs.  The  question  isn't 
about  a  6-speed  transmission,  variable  valve  timing,  or  a  host  of  available  features  including  all-wheel 
drive,  a  304  hp  Direct  Injection  V6,  ambient  interior  lighting,  articulating  headlamps,  performance 
brakes  or  any  of  that.  No,  in  today's  luxury  game,  the  real  question  is,  when  you  turn  your  car  on, 
does  it  return  the  favor?  Nicely  equipped  at  $41,775* 

CADILLAC.COM 

2e&.  LIBERTY,  andthe  PURSUIT: 


km. 
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'MSRP.  Tax,  title,  license,. dealer  fees  and  ol her  optional  equip"tr>6h}  extra; 

©  2007  GM  Corp.  All  rights  reserved.  Cadillac  CTS" 
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Could  your  nearby  dairy  case  really  offer  a  solution  for 
reducing  cholesterol?  That  was  the  vision  of  a  dairy  products 
company  who  called  on  Cargill  to  help  them  create  a 
heart-healthy  milk.  We  supplied  them  with  CoroWise" 
Naturally  Sourced  Cholesterol  Reducer™  plant  sterols  and 
developed  a  way  to  incorporate  it  into  dairy  products  while 
preserving  great  taste.  The  dairy  now  sells  a  product 
uniquely  successful  in  the  marketplace,  while  consumers 
can  choose  to  reduce  their  cholesterol  with  a  naturally 
healthy  drink.  This  is  how  Cargill  works  with  customers. 
collaborate   >   create   >  succeed' 


Cargill 

Nourishing  Ideas.  Nourishing  People. 
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Seventeen  toll  roads. 
Seven  rail  transport  concessions. 
Seven  commercial  ports  &  marinas. 
Two  airports/ 
Two 


*  • 


*  *  + 
4*  * 


The  new  toll  road  in  Mexico  between  Nuevo  Ne 
and  Tihuatlan  is  our  first  construction  and 
maintenance  contract  as  GlobalVia. 

We  are  a  joint-venture  between  Caja  Madrid  and  FCC  and 
have  35  infrastructure  concessions  in  roads,  commercial 
ports  &  marinas,  metro  &  tramlines  and  hospitals. 


By  uniting  both  of  the  infrastructure  operations  of  FCC 
&  Caja  Madrid,  GlobalVia  has  been  created  to  become 
one  of  the  world's  leading  infrastructurt  groups  with  a 
particular  focus  on  North  America  and  Europe. 


GLOBALVIA 

INFRAESTRUCTURAS 


Forties 


Hiding  Behind  the  Net 

It  started  as  privacy  protection  for  the  abused,  the  oppressed 
and  the  bashful.  Now  it  shields  creeps,  criminals  and  malicious 
mobs.  How  to  fix  it?  By  Victoria  Murphy  Barret 

The  Recession  of  2008? 

Bernankes  rate  cut  may  only  postpone  the  inevitable. 
By  Daniel  Fisher 

Ford  Bets  the  Future  on  Its  Past 

New  Chief  Executive  Alan  Mulally  aims  to  put  all  his  brand- 
building  assets  into  a  single  blue  oval.  By  Joann  Muller 

Here  Comes  the  Dollar  Rebound 

Is  the  dollar  going  to  be  weak  forever?  Of  course  not.  Mark 
Farrington  says  now  is  the  time  to  buy  By  Alex  Davidson 

Magic  Bullet  for  Melanoma 

A  new  arsenal  of  therapies  is  aimed  at  a  widespread 
and  lethal  skin  cancer.  By  Robert  Langreth 
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what  it  takes  to  be  a  Tiger. 


/en  the  highest  performers  don't  avoid, all  mishaps. 
Jt  according  to  our  groundbreaking  study  of  over  500  of 
e  world's  most  successful  companies,  high  performers 
e  as  adept  at  recovering  from  setbacks  as  they  are  at 
'oiding  them  in  the  first  place.  For  an  in-depth  look 
our  study  of  and  experience  with  high  performers 
sit  accenture.com/research 
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High  performance.  Delivered 
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50  In  Search  of  a  Legacy  Presidential 

libraries  are  as  American  as  apple  pie — but, 
hey,  that's  no  reason  former  Mexican 
president  Vicente  Fox  can't  have  one,  too. 
By  Kerry  A.  Dolan 

Plus:  Interns  pay  . . .  Pray  for  the  Cubbies. 

TECHNOLOGY 

52  The  Mixologist  Richard  Rosenblatt, 
who  sold  MySpace  to  Rupert,  is  a  mogul  on 
the  make.  He's  raised  $320  million  to  build 
Demand  Media  into  the  next  Web 
conglomerate.  By  Erika  Brown 
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subprime  mess  has  hurt  all  financial 
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hazards.  By  James  M.  Clash 
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VIDEO  HIGHLIGHTS 

MoneyMasters 
With  Vahan 
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Steal  This  File 

WHAT  A  TANGLED  WEB  THEY  WOVE  IN  CREATING  A  SYSTEM 
that  sends  nameless  bits  coursing  through  people's  computers. 
In  her  story  on  page  74,  Victoria  Barret  tells  both  the  good  and 
the  bad  about  Net  anonymity.  Good:  It's  a  force  against  tyrants. 
Bad:  all  kinds  of  things.  The  Net  has  become  a  playground  for 
pirates,  terrorists,  slanderers  and  invaders  of  privacy. 

Look  at  how  file  sharing  has  wrecked  the  music  business. 
What  teenager  has  not  gone  online  to  snatch  an  illegal  copy  of 
a  song?  Since 


the  Net  dis- 
perses power, 
it  also  dis- 
perses culpa- 
bility. It  is  im- 
practical to 


sue  a  million 

teenagers  one  at  a  time,  each  nameless  and  hard  to  trace.  So  the 
recording  industry  goes  after  the  middlemen.  But  this,  too,  is 
a  losing  battle  for  the  copyright  owners.  Stop  Napster,  and 
Grokster  and  Kazaa  pop  up  to  take  its  place.  Stop  them  and  a 
new  MP3  site  appears  in  Moscow. 

The  hot  file-sharing  site  of  the  day  is  LimeWire,  right  in 
New  York,  now  the  defendant  in  a  copyright  lawsuit  but 
equipped  with  some  clever  defenses.  LimeWire  admonishes 
the  kids  using  it  not  to  do  anything  bad,  like  copying  a  copy- 
righted file.  Unlike  Napster,  it  doesn't  link  to  stolen  songs;  the 
software  is  such  that  the  users  do  all  the  dirty  work. 

Trying  to  stop  software  that  can  be  used  for  mischief  is  like 
trying  to  stop  safecracking  by  outlawing  the  sale  of  crowbars 
"What  if  I  provide  a  tool  that  has  lots  of  uses,  some  of  them 
innocent — like  USB  ports  and  software  to  transfer  large  files?' 
asks  Jonathan  Zittrain,  a  professor  at  Oxford  and  author  of  the 
forthcoming  The  Future  of  the  Internet — and  How  to  Stop  It. 

Hypertext  links  are  a  tool  for  spreading  knowledge,  but 
also  for  spreading  libel.  There  are  some  things  too  scurrilous 
even  for  a  scandalmonger  like  Gawker.com  to  publish.  But  il 
might  link  to  an  anonymous  site  that  publishes  nasty  things,  u 
Gawker  then  guilty  of  defamation?  Probably  not.  Coulc 
Google  be  prosecuted  for  indexing  naughty  sites,  or  sites  with 
bomb  recipes?  Almost  certainly  not. 

Zittrain  posits  a  different  kind  of  Internet  with  the  tools 
and  social  patterns  to  encourage  people's  better  instincts— nol 
cheating  folksingers  out  of  their  meager  royalties,  not  believ- 
ing words  whose  author  is  hiding.  Getting  from  here  to  there 
however,  will  be  problematic.  Too  many  middlemen  like  the 
system  we  have  now. 

EDITOF 
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Shed  No  Tears 


I  have  a  very  hard  time  feeling  sorry  for  the  Ahlerses 
in  "Who's  Gonna  Do  the  Work?"  (Oct.  1,  p.  36). 
Taxpayers  subsidize  the  Ahlerses  illegal  aliens,  who 
send  their  children  to  our  schools,  and  use  welfare 
and  social  services.  The  Ahlerses  like  the  arrange- 
ment just  fine  because  low- wage  aliens  lower  their 
costs  and  increase  their  profits.  It's  greed,  plain  and 
simple.  Pay  a  decent  wage  and  Americans  will  do  the  job.  If  our  laws  are  enforced, 
illegal  aliens  will  leave  the  country  and  the  Ahlerses  will  have  to  run  a  legitimate 
business.  It  can't  happen  too  soon  for  the  American  taxpayer. 

W.  HOFFMAN 
Truckee,  Calif. 

I  read  "Who's  Gonna  Do  the  Work?"  with  disgust.  Robert  and  Judith  Ahlers 
are  what's  wrong  with  this  country.  They  state  that  they  are  unable  to  find 
enough  legal  workers  for  their  construction  company.  How  about  taking  a  trip 
to  your  local  unemployment  office  in  Arizona?  Here  in  California  illegal  immi- 
grants have  made  it  difficult  for  non-Spanish-speaking  Americans  to  find  a  job. 
My  daughter  received  her  dental  assistant  license  but  was  unhirable  because 
she  did  not  speak  Spanish.  She  is  moving  to  Montana. 

CD.  WILLIAMS 
Culver  City,  Calif. 


Gloomy  Vista 

Re  "Media  by  Microsoft"  (Sept.  17, 
p.  64),  I  have  used  Microsoft  operating 
systems  since  MS-DOS  3.1  and  now  use 
XP  because  a  couple  of  specialized 
programs  I  need  only  work  with 
Microsoft.  My  experience  with  every 
single  blessed  Microsoft  OS  is  that  they 
are  buggy  and  unreliable.  Thus,  in  my 
view,  Daniel  Lyons  misses  a  key  point 
when  extolling  the  virtues  of  Vista.  I've 
never  owned  an  Apple,  but  my  next 
computer  is  going  to  be  one. 

EDGAR  W.  BRIDGES,  ATTORNEY 
San  Antonio,  Tex. 


Video  Spy 


"Prying  Eyes"  (Aug.  13,  p.  80)  asks 
whether  Ipsotek's  antiterrorism  technol- 
ogy is  "enough  for  a  business."  The 
answer  at  this  time  is  no,  antiterrorism  is 
by  no  means  the  core  of  Ipsotek's  busi- 
ness. We  do,  however,  have  a  rapidly 
growing  demand  for  our  traffic  manage- 
ment and  subway  security  systems,  to 


name  a  few.  FORBES  describes  our  com- 
pany as  "little,"  "tiny,"  and  "shrimp."  But 
videoanalytics  is  a  brand-new  industry, 
and  we  are  the  dominant  analytics 
provider  in  the  U.K.,  the  world's  largest 
CCTV  market.  The  writer  complains  that 
our  product  is  more  expensive  than  the 
competitions.  Our  base  prices  are  among 
the  lowest  in  the  world,  allowing  us  to 
offer  a  competitive  product  in  high-vol- 
ume, low-cost  countries.  Finally,  the 
writer  seeks  to  write  off  the  24  years  that 
I  spent  managing  Lion  Capital  Ltd.  as  an 
example  of  "disastrous  timing."  Anybody 
who  knows  anything  about  mining  will 
confirm  that  this  period,  1980-2004,  will 
go  down  as  one  of  the  greatest  global 
mining  exploration  booms  in  history. 

ANDREW  MALIM 
Deputy  Chairman,  Ipsotek  Ltd. 

London,  U.K. 


I  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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Caliber  13Z- Autoi 


stainless  steel  with  rubber 


sir  ^Ssw**"* 


THE  MASTERY  OF  TECHNOLOGY  AND  DESIGN 


ine  ultimate  timepiece  collection  rormen.  watcnes  ot  sopnisticatea  tunction,  powered  Dy  bpei  uubO-certiTiea 
automatic  movements;  each  developed,  assembled  and  controlled  in  Ebel's  workshops  in  Switzerland. 

www.1 91 1BTR.com  or  call  800  920  3153 


Ackerman  Jewelers 
813  961  7321 


Mardo  Fine  Jewelry 
949  675  1701 


Shreve,  Crump  &  Low 
617  267  9100 


We  know  where  to  look. 

If  you  look  at  a  successful  company,  you  will  most  likely  find 
it  offers  something  special.  For  us,  that's  providing  insurance 
insight.  To  help  our  customers  understand  where  risks  are 
hidden,  we  offer  one  of  the  largest  and  most  advanced  global 
risk  management  networks  in  the  world.  Through  a  Relationship 
Leader  who  serves  as  a  single  point  of  entry,  you  get  access  to 
highly  trained  professionals  who  know  your  industry,  know  where 
to  look  for  risks  and  what  solutions  you  should  consider.  In  a 
world  where  risks  are  changing  all  the  time,  that  is  special  indeed. 

www.zurichna.com/corporatebusiness 


Because  change  happe 


ZURIC 


In  the  United  States,  coverages  are  underwritten  by  member  companies  of  Zurich  in  North  America,  including  Zunch  American  Insurance  Company.  Certain  coverages  not  available  in  all  states.  Some  coverage) 

be  written  on  a  non-admitted  basis  through  surplus  lines  o  okers.  Risk  engineenng  services  are  provided  by  Zurich  Services  Corporation. 


Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Is  Ben  Up  to  the  Job? 


IT  WAS  FITTING  AND  PROPER  FOR  BEN  BERNANKE  TO  WFIACK 
interest  rates  and  pump  in  additional  money  to  prevent  the 
financial  systems  seizing  up.  After  all,  when  a  patient  has  a  criti- 
cal heart  condition,  you  first  perform  open  heart  surgery  or  put 
in  stents  and  then  go  about  getting  the  patient  to  cut  back  on  the 
smoking,  drinking  and  excess  eating.  First  things  first. 

Now  Bernanke  must  make  clear  to  the  markets  that  during 
the  next  12  to  18  months  the  Fed  will  begin  to  soak  up  the  excess 
money  it  created  in  2004-05.  Otherwise,  we'll  be  facing  a  debili- 
tating currency  crisis.  A  government  that  looks  as  if  it  won't  pro- 
tect the  integrity  of  its  currency  will  generate  panic — the  kind  of 
panic  we  experienced  in  1987.  That  October  we  suffered  the 


worst  one-day  stock  market  crash  in  history,  lust  imagine  the 
Dow  losing  more  than  3,000  points  in  one  session  today. 

This  is  why  Bernanke  must  overcome  his  lifelong  prejudice 
against  gold.  The  yellow  metal  is  the  best  indicator  of  money  dis- 
turbances. If  he  could  bring  himself  to  declare  that  the  Fed  will 
mop  up  money  during  the  next  year  to  bring  down  the  gold  price 
to  under  $500  and  keep  it  there — say  in  the  range  of  $440  to  $460 
an  ounce — he  would  ignite  a  strong  market  rally  that  would 
make  his  post-interest-rate-cut  rally  look  very  pale  indeed. 
Unless  he  does,  the  Fed  chairman  risks  another  kind  of  disaster: 
a  fearful,  headlong  flight  from  the  dollar — as  well  as  the  con- 
comitant risk  of  a  rout  ot  stocks  and  bonds. 


Too  Bad  We  Can't  Tax  Economic  Idiocy 


WHILE  THE  DICEY  DOLLAR  MAY  ROIL  MARKETS,  AN  EVEN  DEAD- 
lier  long-term  downer  may  be  that  hardy  perennial:  taxes — or, 
more  accurately,  higher  taxes. 

Washington  pols,  especially  Democrats,  are  incorrigible  on 
the  issue.  All  Democrats  want  to  let  the  growth-producing  Bush 
tax  cuts  of  2003  expire  in  2010.  Make  no  mistake: 
Such  a  massive  tax  increase  would  quickly  throw  the 
economy  into  recession.  The  equity  markets,  in  antic- 
ipation of  the  disaster,  would  tank  long  before  then. 
Democrats  think  they  can  insulate  themselves  from 
their  reputation  as  tax  hikers  by  enacting  "middle  class" 
tax  reductions  while  laying  new  levies  on  the  "rich."  But 
the  donkey  party  is  clueless  about  this  fact:  Most  small 
businesses — which  are  the  biggest  creators  of  jobs — are 
set  up  as  S  corporations  or  limited  liability  companies. 
This  means  all  their  profits  pass  through  directly  to 
their  owners — at  personal  tax  rates.  Democrats  can 
only  hurt  themselves  by  slamming  small  businesses. 

Democrats  and  a  number  of  GOPers  also  want 
to  sharply  boost  levies  on  equity  funds — just  when 
they're  under  pressure  and  many  won't  deliver  gilded 
returns  for  their  pension  fund  clients. 

Other  tax  stupidities  proliferate. 

The  longest-serving  member  of  the  House  of  Rep- 
resentatives, John  Dingell  (D-Mich.),  has  a  proposal  to  strip  Amer- 
icans of  their  mortgage  interest  deduction  if  their  homes  exceed 
3,000  square  feet.  His  tortured  rationale?  This  would  encourage 
energy  conservation  by  forcing  people  to  move  into  smaller 
houses.  Talk  about  a  bad  idea  badly  timed.  Such  a  law  would 
crater  housing  prices  even  more— and  at  a  time  when  the  entire 


It's  there.  Tax  it! 


are  for  loans  above  $417,000,  saw  interest  rates  shoot  up.  They 
reached  almost  double  digits  at  some  banks  in  August. 

The  Dingell  proposal  would  be  a  mini  version  of  Herbert 
Hoover's  massive  tax  increase  that  was  enacted  at  the  nadir  of  the 
Great  Depression,  costing  several  million  more  Americans  their 
jobs.  But  Dingell  is  not  alone  in  this  mind-set.  States 
and  cities  are  also  finding  ways  to  boost  levies,  often 
targeting  the  never  popular  utilities.  For  instance,  to 
raise  a  quick  $92  million  Massachusetts  wants  to 
apply  property  taxes  to  Verizon's  telephone  poles.  In 
Maryland  greedy  pols  are  ready  to  raise  the  sales  tax 
20%  and  to  boost  the  levy  on  business  profits — a 
great  way  to  clobber  both  consumers  and  job -creat- 
ing enterprises.  Other  states  are  feverishly  working 
to  lay  taxes  on  various  Internet  activities. 

Even  when  something  is  done  right  regarding  taxes, 
it's  accompanied  by  unnecessary  confusion.  New  York 
State  and  New  York  City  have  repealed  their  respec- 
tive sales  taxes  on  clothing  and  footwear.  Well,  not  quite. 
The  state  sales  tax  will  still  apply  to  any  item  of  cloth- 
ing or  footwear  costing  $1 10  or  more  per  item  or  pair. 
Thus,  if  you  buy  a  dozen  pairs  of  shoes,  each  under 
$110,  you  pay  no  sales  tax.  The  poor  soul  who  buys 
one  pair  at  $1 10  gets  nicked  for  43/8%,  or  $4.81. 
Europe — even  Old  Europe — is  cutting  taxes.  So  is  the  rest  of  the 
world.  Yet  we're  readying  to  go  in  the  opposite  direction  at  a  time 
when  global  competition  is  getting  ever  more  intense.  Go  figure. 

Americans  are  overtaxed,  and  they  know  it.  If  the  ultimate 
GOP  presidential  candidate  forcefully  makes  low  taxes  a  fore- 
front issue  in  the  upcoming  election,  he  will  win  next  year, 


industry  is  in  a  frightening  slump.  Even  jumbo  mortgages,  which     despite  the  Republican  Party's  current  unpopularity. 
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Iraq's  Grassroots  Solution 


THE  BUSH  ADMINISTRATION  STILL  SAYS  ITS  GOAL  IS  TO  CREATE 
a  strong,  viable  central  government  in  Iraq.  Others  propose  that 
the  country  be  partitioned  into  three  parts— Kurdistan,  a  Shiite 
section  and  a  Sunni  section.  The  best  solution  is  no  solution.  In 
other  words,  we  should  continue  to  let  events  unfold  as  the}'  are. 

Iraq's  central  government  is  weak.  People  are  running  affairs 
more  and  more  on  the  local  level. 
One  reason  U.S.  armed  forces  have 
met  with  success  recently  is  because 
of  the  growing  cooperation  of  tribal 
chiefs.  The  only  way  for  Iraq  to  have 
a  strong  central  government  would 
be  if  a  tyrant,  a  la  Saddam  Hussein, 
took  control  or  if  a  powerful  monar- 
chy like  that  which  ruled  in  the  pre- 
1958,  pre-Baath  Part)'  days  were  put 
in  place. 

Sometimes  the  informal  is  better 
than  the  formal.  Iraq's  government  is 
evolving  into  a  sloppy  version  of  Switzerland's.  That  country  has 
a  nominal  central  government  and  a  national  army,  but  almost 
all  the  power  is  lodged  in  26  separate  cantons.  Thus,  for  centuries 
Germans,  French  and  Italians  lived  peaceably  side-by-side  in 
Swiss  communities,  while  in  the  rest  of  Europe  they  were  tearing 
at  one  another's  throats. 


The  Iraqi  cabinet  in  Baghdad.  Who  needs  you? 


The  big  sticking  point  to  letting  such  an  informal  arrange- 
ment evolve  in  Iraq  is  oil.  It's  no  surprise  that  the  latest  attempt  to 
negotiate  a  national  oil  deal  failed.  Most  of  the  wells  are  in  areas 
controlled  by  the  Kurds  and  Shiites,  neither  of  whom  wishes  to 
share  the  loot  with  the  Sunnis.  So  the  U.S.  should  make  its  most 
serious  push  yet  for  a  so-called  Alaska  Solution.  About  25%  of 
Alaska's  gas  and  oil  royalties  go  into 
an  entity  called  the  Permanent  Fund, 
which  is  managed  by  investment 
professionals.  And  each  year  about 
half  of  the  income  generated  by  the 
Fund  is  distributed  by  check  to  every 
one  of  Alaska's  citizens. 

Let's  do  something  similar  in 
Iraq.  That  way  everyone  would  have 
an  incentive  to  get  a  permanent 
address,  as  well  as  to  make  sure 
insurgents  don't  harm  the  produc- 
tion of  oil  and  gas — both  great  boons 
to  security.  Central  government  politicians  won't  like  this  because 
they  want  to  get  their  hands  on  the  money.  However,  given  the 
current  price  of  oil  we  shouldn't  have  too  hard  a  time  "persuad- 
ing" these  pols  to  allow  an  Alaska  Solution.  There'll  be  plenty  of 
cash  left  over  for  them  to  spend  on  infrastructure — and,  infor- 
mally, to  put  into  their  own  retirement  accounts. 


Regime  Change  in  Iran:  Here's  How 


THE  BUSH  ADMINISTRATION  SHOULD  MAKE  A  MAJOR  POLICY 
change  in  Iraq:  Allow  U.S.  and  Iraqi  troops  to  engage  in  hot  pur- 
suit of  insurgents  across  the  borders  of  Iran  and  Syria. 

As  a  matter  of  fact,  we  should  conduct  in-and-out  military 
strikes  against  the  Iranian  Revolutionary  Guard.  These  corrupt 
thugs  are  the  praetorian  guards  of  the  fanatics  running  Iran 
these  days.  Iran  is  the  biggest  hinder  and  trainer  of  terrorist 
organizations  in  the  world.  Now  that  we're  getting  it  right  in 
Iraq — fighting  the  insurgents  neighborhood  by  neighborhood 
and  not  allowing  the  rebels  anv  internal  sanctuarv — a  cross- 


border  policy  would  bear  rich  military  harvests. 

If  this  were  policy,  the  Iranian  regime  could  be  humiliated  with- 
out our  having  to  engage  in  a  formal  occupation  or  use  air  strikes 
against  its  atomic  facilities.  Such  an  approach  might  fatally  weaken 
the  regime  by  emboldening  antiregime  forces  to  forcefully  act. 

Currently  the  mullahs'  security  police  are  too  pervasive  and 
too  ruthless  for  peaceful  insurgents  to  be  able  to  oust  the  mullahs 
the  way  Solidarity  ousted  Poland's  communist  government  in  the 
late  1980s.  But  strikes  across  the  border  would  give  the  Iranian 
army  a  powerful  incentive  to  strike  at  its  hated  government. 


RESTAURANTS:  G0f 

Edible  enlightenment  from  our  eatery  expert  Tom  Jonei 
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rues  Patrick  Cooke  and  Monie  Begley, 


as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Perilla — 9  Jones  St.,  between  Bleecker  and  West  4th  streets 
(TeL:  2 12-929-6868).  Some  of  the  city's  most  delicious  fusion  cui- 
sine. For  appetizers  try  the  spicy  duck  meatballs  with  Japanese 
gnocchi  and  the  raw  yellowtail  with  cucumber  salad;  for  entrees: 
the  sauteed  skate  wing  served  with  pastrami,  cabbage  and  a  warm 
mustard  sauce;  the  grilled  lamb  loin;  and  the  grilled  Angus  strip 
steak  served  with  bacon  and  sweet  onion-horseradish  sauce. 

•  Centolire— 1167  Madison  Ave.,  between  85th  and  86th 
streets  (Tel.:  212-734-7711).  This  beautiful  Italian  restaurant 
has  an  ambience  suited  for  grown-ups  that  is  enhanced  by 


flawless  service.  The  mushroom,  potato  and  cheese  appetizer  is 
scrumptious;  the  pasta  pesto  with  slivers  of  skinny  green  beans 
is  astonishingly  good;  and  the  grilled  tuna  is  perfection.  Try  the 
delectable  mocha  souffle  for  dessert. 

•  Keens  Steakhouse— 72  West  36th  St.  (Tel.:  212-947-3636). 
An  1885  Manhattan  landmark  housing  an  old-fashioned,  jovial 
eatery  that  serves  up  excellent  traditional  steak-house  fare. 
Superb  steaks,  wonderful  Dover  sole,  choice — and  legendary — 
mutton  chops  and  what  may  be  the  best  green  salad  in  town.  If 
you've  room,  have  the  hot  fudge  sundae.  F 
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Other  Comments 


What  sculpture  is  to  a  block  of  marble,  education  is  to  a  human  soul. 

— JOSEPH  ADDISON 


Winning  the  War  You  don't  have  to  believe  in  aggres- 
sive democracy  promotion  to  realize  that  winning  the  war  is  in  our 
strategic  interest.  We  are  in  a  fight  now  to  establish  a  stable  ally  in 
a  strategically  vital  region  of  the  world.  Even  the  most  hard-bitten 
realists  should  favor  that.  We  are  also  fighting  to  keep  al-Qaeda  from 
establishing  a  safe  haven  in  Iraq— a  goal  everyone  on  the  right  and 
the  left  professes  to  support— and  to  keep  Iran  from  taking  over 
Iraq  as  it  imposes  its  hegemonic  designs  on  the  region.  By  any  stan- 
dard, preventing  these  outcomes  is  in  our  interest. 

Over  the  long  run,  the  Middle  East  will  travel  down  one  of  two 
trajectories:  Either  it  will  embrace  the  extremisms  of  Mahmoud  Ah- 
madinejad  and  Osama  bin  Laden,  favoring  sharia-law  states  and 
the  extirpation  of  all  Western  influence,  or  it  will  accept  the  idea 
of  an  open  society  that  is  integrated  with  the  global  economic  sys- 
tem, reasonably  respectful  of  human  rights,  and  willing  to  circum- 
scribe religious  authority  in  matters  of  governance  and  statecraft. 

— National  Review 

Falsely  Accused  One  of  the  assertions  that  the  media 

make  most  often  about  the  U.S.  economy  is  that  President  Bush's 
tax  cuts  didn't  do  what  he  promised.  But  the  data  clearly  show 
nothing  could  be  farther  from  the  truth.  A  cursory  look  at  the 
data — and  that's  really  all  it  takes,  so  shame  on  the  media  for  mis- 
reporting — shows  tax  revenues  have  surged  since  the  tax  cuts 
went  into  effect.  And  this  is  the  case  whether  you  count  them  on 
a  nominal  basis,  an  inflation-adjusted  basis  or  as  a  share  of  GDP. 

By  far  the  worst  misconception  of  Bush's  tax  cuts  is  that  they 
did  nothing  for  economic  growth.  This  is  just  plain  silly.  Tax  cuts 
by  President  Coolidge  in  the  1920s,  President  Kennedy  in  the 
1960s,  President  Reagan  in  the  1980s  and,  now,  President  Bush  in 
the  2000s  all  show  the  same  thing:  Lower  taxes  mean  faster  eco- 
nomic growth.  Doubts  about  this  are  amply  refuted  by  recourse 
to  actual  data.  Since  the  last  tranche  of  Bush's  tax  cuts  in  May 
2003,  real  GDP  has  grown  13%— or  a  bit  more  than  3.2%  a  year. 


"Next  time,  don't  ask  for  my  gut  reaction." 
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Before  that,  from  President  Clinton's  final  year  in  office,  growth 
averaged  1.5%.  It  basically  doubled  after  the  tax  cuts.  This  is  com- 
mon. From  1921  to  1929,  the  era  of  Coolidge's  tax  cuts,  real  GDP 
rose  59%.  It  rose  42%  from  1961  to  1968,  the  Kennedy  tax-cut 
era.  It  added  3 1  %  during  the  Reagan  boom,  even  though  Keynes- 
ian  economists  assured  us  that  the  U.S.  was  a  "mature"  economy 
and  incapable  of  such  growth.  Note  to  the  tax  raisers  in  Wash- 
ington and  the  media  who  carry  their  water:  Tax  cuts  work. 

— Investor's  Business  Daily 

Alan's  $8.5  Million  Voice  [Our  response  to  Alan 

Greenspan's  book  criticizing  President  Bush's  fiscal  policies]  can 
be  summed  up  as:  Now  you  tell  us? 

It  doesn't  take  courage  to  speak  clearly  when  no  one  can  hurt 
you.  It  takes  guts  to  be  candid  when  candor  can  earn  powerful  en- 
emies. U.S.  government  officials  owe  the  people  who  pay  them,  and 
who  have  raised  them  high — that  would  be  the  American  taxpayer — 
real-time  wisdom.  They  owe  us  their  best  thinking.  Sometimes  this 
is  uncomfortable.  But  that's  the  price  you  pay  for  the  car  and  the 
honors  and  the  security  detail  and  the  special  U.S.  Army  jet  that 
flies  you  home,  alone,  across  the  Atlantic,  on  the  day  after  9/11. 

—  PEGGY  NOONAN,  OpinionJournal.com 

Roadblock  There  have  been  small  signs  of  recent 
progress  for  women  in  Saudi  Arabia,  especially  in  the  workplace. 
King  Abdullah  issued  a  decree  last  year  saying  women  should  be 
encouraged  to  work  in  all  fields;  and  an  increasing  number  of 
workplaces,  including  in  government,  are  establishing  separate 
sections  for  female  employees.  A  year  ago  women  were  admitted 
to  law  school  for  the  first  time.  Now  if  only  they  were  free  to 
drive  themselves  to  school  or  work. 

—  Wall  Street  journal 

A  Far  Cry  From  the  Truth  NASA  scientist 

James  Hansen  has  gotten  lots  of  attention  for  his  claim  that  most 
of  the  ten  hottest  years  have  occurred  since  1990.  However,  a 
blogger  recently  discovered  an  error  in  those  calculations,  which 
has  put  the  heat  on  NASA.  The  space  agency  now  claims  that: 

•  The  hottest  year  on  record  was  1934,  not  1998; 

•  The  third-hottest  year  was  1921,  not  2006;  and 

•  Three  of  the  five  hottest  years  on  record  occurred  before  1940. 

Thus  while  global  warming  might  still  be  a  problem,  the  warm- 
ing trend  apparently  started  before  the  real  expansion  of  human- 
caused  carbon  dioxide  emissions.  And  if  humans  didn't  cause  global 
warming,  it's  not  clear  how  much  they  can  do  to  stop  it. 

—MERRILL  MATTHEWS  JR.,  Institute  for  Policy  Innovation 

Fall  Fashion  Guide  Wear  the  old  coat  and  buy  the 

new  book. 

—AUSTIN  PHELPS  F 
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Current  Events 


5y  Lee  Kuan  Yew,  Minister  Mentor  of  Singapore 


The  World:  More  Globalized,  More  Troubled 


GLOBALIZATION'S  POWER  WAS  FIRST  DEMONSTRATED  IN  THE 
tock  markets  ten  years  ago,  in  July  1997,  with  the  onset  of  the 
^.sian  financial  crisis.  Within  days  all  of  the  region's  emerging 
narkets  were  affected,  although  the  developed  world's  markets 
emained  relatively  untouched.  The  crisis  was  precipitated  when 
he  Bank  of  Thailand  ran  out  of  foreign  exchange  and  could  not 
withstand  the  subsequent  run  on  its  currency.  Thai  banks  and 
ompanies  were  heavily  indebted  to  foreign  banks,  especially  those 
ti  the  U.S.,  while  institutional  fund  managers  from  the  developed 
rorld  had  invested  biDions  of  dollars  in  the  stock  markets  of  the 
looming  Southeast  Asian  economies.  When  the  crunch  came, 
hose  investors  rushed  for  the  exit,  selling  local  stocks  and  cur- 
encies,  disregarding  the  countries'  fundamentals.  The  sudden 
withdrawal  of  liquidity  from  the  region's  stock  markets  broke  the 
entral  banks  of  Thailand,  Indonesia,  Malaysia  and  South  Korea. 

Drawing  on  its  experience  in  Latin  America,  the  IMF  imposed 
emedies  that  many  critics  believe  made  the  situation  worse.  Many 
^.sian  banks  went  belly-up,  and  many  companies  were  bankrupted. 

While  many  Asian  countries  incurred  large  current  account 
leficits  in  1996,  ten  years  later  they  had  substantial  current 
ccount  surpluses,  as  well  as  ample  foreign  currency  reserves. 

When  New  York's  stock  market  was  sold  down  in  July  and 
August,  the  contagion  spread  immediately  to  Europe  and  Japan 
nd  then  to  emerging  Asia.  The  subprime  mortgage  loans  at  the 
oot  of  this  were  a  U.S.  problem,  but  they  had  been  passed  on 
hrough  CDOs  (collateralized  debt  obligations)  to  European  banks 
nd  insurance  companies  and  to  three  major  banks  in  China, 
dthough  the  exposure  to  Asian  banks  and  insurance  companies 
/as  not  large,  their  stock  markets  fell.  Asia's  economies  still  depend 
«  American  consumers.  Hence,  if  the  subprime  mortgage  prob- 
;m  spills  over  into  the  US'  real  economy,  reducing  consumer 
lemand,  Asia's  exports  will  decline  and  economic  growth  will  slow. 

The  world's  strategic  markers  and  projection  trends  have 
hanged  radically  during  the  last  ten  years.  In  1997  China  and 
ndia  were  minor  players.  Now  their  growth  into  the  world's  two 
irgest  economies  is  creating  new  dynamics  in  the  global  economy. 

Changing  Security  Threats 

Tie  Cold  War  is  over,  but  there  has  been  no  peace  dividend.  Even 
lough  there  were  ominous  signs — the  1993  bomb  that  exploded 
inder  the  World  Trade  Center,  the  1998  bombings  of  U.S. 
mbassies  in  Africa  and  the  2000  attack  on  the  U.S.S.  Cole  in  the 
ort  of  Aiden,  Yemen — few  paid  heed  to  the  growing  threat  of 
damist  extremism.  Once  the  Soviets  had  withdrawn  from 


Afghanistan,  the  world  forgot  about  the  jihad  against  the  invaders. 

Jihad  in  Afghanistan  was  but  a  prelude  to  global  jihad. 
SepL  1 1 , 200 1  was  the  turning  point  The  US.  and  the  world  were  shocked 
by  the  destruction  of  the  Twin  Towers  and  the  attack  on  the  Penta- 
gon. US.  forces  retaliated  by  invading  Afghanistan  in  October.  The  choice 
for  the  world  was  clear:  You  are  either  with  us  (the  U.S.)  or  against  us. 
In  March  2003  the  U.S.  invaded  Iraq  and  overthrew  Saddam  Hussein. 

Right  or  wrong,  Americans  are  in  Iraq.  They  must  now  find 
the  right  way  out  of  Iraq — without  their  decisions  being  tied  to 
election  datelines.  President  Bush  has  made  clear  his  policy  to 
Robert  Draper,  author  of  Dead  Certain,  a  book  on  the  President: 
"To  get  us  in  a  position  where  the  presidential  candidates  will  be 
comfortable  about  sustaining  a  presence"  and,  he  said  later,  "stay 
longer."  President  Bush  knows  this  policy  will  not  be  popular.  But 
with  so  much  at  stake,  he  wants  to  give  his  successor — Democrat 
or  Republican — time  for  careful  deliberation,  without  the  pres- 
sures of  electioneering,  to  decide  on  his  or  her  course  of  action. 

Omens  of  a  Different  Future 

The  ultimate  threat  to  human  survival  is  global  warming  and  cli- 
mate change.  The  habitats  of  millions,  maybe  billions,  of  people 
may  be  damaged.  The  polar  ice  cap  is  melting.  This  has  triggered 
Russia,  Canada,  Denmark,  Norway,  the  U.S.  and  other  nations 
abutting  the  Arctic  to  lay  claim  to  sections  of  the  Arctic.  The 
scramble  for  the  riches  under  the  ice  is  on.  The  Kremlin  has  sent 
submarines  to  plant  a  titanium  Russian  flag  on  the  seabed  at  the 
North  Pole.  Canada  has  claimed  ownership  of  the  Northwest  Pas- 
sage. But  if  sea  levels  rise  to  inundate  many  millions  of  people,  and 
if  glaciers  in  the  Himalayas,  Tibet  and  the  Andes  melt  away,  leaving 
more  millions  without  enough  water,  there  will  be  no  "life  as  usual." 

The  Primary  Global  Player 

The  U.S. — embroiled  in  Iraq,  snagged  by  interminable  problems 
over  Iran's  nuclear  program  and  unable  to  pin  down  that  elusive 
two-state  solution  for  Israel/ Palestine — may  appear  weakened  and 
weary.  But  whether  you  are  for  or  against  U.S.  policies  in  Iraq  and 
elsewhere,  the  fact  is  that  many  of  the  world's  problems  cannot  be 
effectively  managed  without  the  active  participation  of  the  U.S. 
World  leaders  know  that  America  will  bounce  back  again.  For  it 
remains  the  world's  most  dynamic  society;  it  has  the  most  innova- 
tive economy  with  its  leading-edge  technology,  both  civilian  and 
military.  But  given  Russia's  anti-US.  position,  the  UN  Security 
Council  will  not  be  effective  in  solving  two  immediate  problems 
facing  it:  Iran's  nuclear  program  and  Kosovo's  final  status.  F 
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Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Paul  Johnson,  eminent  British  historian  and  author;  David  Malpass,  chief  economist, 
Bear  Stearns  &  Co.;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization  and  former  president  of  Mexico,  rotate 
in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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READ  ANY  GOOD 
BOOKS  LATELY? 


You  probably  haven't.  In  fact,  the  only  things  you've  read 
lately  are  stacks  of  presentations  detailing  the  options 
for  your  next  strategic  move.  But  that's  why  we're  here. 
We  can  pair  your  dedication  with  the  integrated  power  of 
our  entire  institution-focused  on  emerging  and  mid-sized 
companies  in  select  industries-to  help  you  identify  and 
successfully  execute  on  your  best  opportunities.  Then  we 
can  all  catch  up  on  a  little  light  reading. 


KeyBanc 

Capital  Markets 


For  more  information,  call  Christopher  M.  Gorman,  EVP,  at  216.689.3300,  or  go  to  key.com/kbcm. 

.       Raising  Capital 

Strategic  Advice 

Capital  Commitment 

Managing  Risk  J 

KeyBanc  Capital  Markets  is  a  trade  name  under  which  corporate  and  investment  banking  products  and  services  of  KeyCorp  and  its  subsidiaries.  KeyBanc 
Capital  Markets  Inc.,  Member  NYSE/NASD/SIPC,  and  KeyBank  National  Association  ("KeyBank  N.A."),  are  marketed.  Securities  products  and  services  are 
offered  by  KeyBanc  Capital  Markets  Inc.  and  its  licensed  securities  representatives,  who  may  also  be  employees  of  KeyBank  N.A.  Banking  products  and 
services  are  offered  by  KeyBank  N.A.  ©2007  KeyCorp 


Digital  Rules 
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Benchmarking  Blues 


V  FLAW  COMMON  TO  BUSINESS  AND  RAMPANT  IN  GOVERNMENT 
s  the  failure  to  benchmark.  This  is  not  the  case  with  sports, 
vhere  every  contest  is  a  lab  experiment  in  benchmarking.  In 
ports  the  outcome  is  just  the  beginning.  Each  game  or  match 
>roduces  changes  in  league  standings  and  reams  of  stats.  Perfor- 
nance  and  relative  performance  are  laid  bare  for  anyone  to  see. 

But  in  business  our  instincts  are  to  shut  our  eyes  to  bench- 
narking.  We  don't  want  to  see.  Sure,  it's  popular  to  say  we  do  it, 
md  we  mouth  the  words,  maybe  even  convincing  ourselves  that 
ve  love  benchmarking.  But  let  me  share  a  secret.  I'm  often  invited 

0  be  a  speaker  at  various  company  retreats.  You  know,  the 
etreats  where  the  CEO  whisks  away  his  top  lieutenants  and 
alespeople  and  traps  them  at  The  Boulders  or  The  Breakers  for 

1  three-day  yackfest  about  strategy.  During  the  many  times  I've 
at  in  on  these  kinds  of  bull  sessions,  I've  not  once  heard  ques- 
ions  like  these: 

What  does  our  competition  do  better  than  we  do? 
Are  our  shortcomings  rooted  in  our  personnel,  our  system  or 
omething  else? 

Which  companies  that  are  not  competitors  now  could  step  in 
nd  eat  our  lunch  tomorrow  if  they  wanted  to? 

I'm  sure  these  discussions  take  place.  But  at  most  companies 
hey  appear  to  occur  only  at  the  top — between  the  board  and  the 
ZEO  or  during  a  discreet  lunch  between  the  chairman  and  his 
>als  from  McKinsey  or  Blackstone.  Rigorous  benchmarking 
arely  occurs  companywide.  It  almost  never  happens  when  sales- 
>eople  are  in  the  room. 

2an  We  Handle  the  Truth? 

Companies  are  like  families — which  is  to  say,  many  are  dysfunc- 
ional  and  lousy  at  internal  communication.  They  don't  talk 
bout  the  stuff  that  needs  to  be  talked  about:  Are  our  products  as 
vod  as  the  competition's?  As  an  organization  where  are  we  supe- 
ior,  and  where  do  we  fall  short?  It's  as  if  the  top  brass  thinks  the 
niddle  brass — all  those  lower  VPs,  directors  and  salespeople,  i.e., 
he  majors,  captains  and  lieutenants  of  business — can't  handle  the 
ruth.  As  if  they'd  fall  apart  and  run  for  the  tall  grass  if  told  their 
ompany  is  not  competitive  in  every  way. 

Which  is  ridiculous,  of  course.  Would  you  rather  buy  from  a 
alesman  who  lied,  "Our  product  is  the  very  best,  as  are  our  serv- 
ce  and  price";  or  from  one  who  said,  "Our  product  is  80%  as 
ood  as  theirs  in  function,  but  ask  yourself  whether  their  addi- 
ional  functions  will  help  your  productivity.  If  the  answer  is  yes, 
uy  theirs.  If  not,  know  that  we  are  close  enough  in  quality  and 
[■rice  and  that  we  beat  them  in  service"? 

As  a  buyer,  I'd  appreciate  the  honesty.  But  that  honesty  will 
lever  occur  on  the  outside  if  rigorous  benchmarking  hasn't 


occurred  on  the  inside.  Question  for  thought:  Have  you  ever  gone 
into  a  store  and  bought  your  competitor's  products  and  road-tested 
them?  Why  not? 

Governments  Are  Worse 

When  a  pal  and  I  started  a  magazine  called  Upside  during  the  late 
1980s — our  aim  was  to  cover  tech  startups  and  venture  capital — 
we  knew  little  about  magazines.  We  made  many  mistakes.  But  we 
did  one  thing  right — we  benchmarked  ruthlessly.  And  not  just 
against  local  magazines  or  trade  magazines  but  against  the  best 
magazines  in  the  world:  FORBES,  Sports  Illustrated,  etc.  Doing 
that,  we  mostly — and  obviously — fell  short.  But  the  effort  raised 
our  standards,  even  while  it  hurt  our  egos. 

One  night  we  invited  an  ex-owner  of  Esquire  magazine  to 
dinner.  We'd  been  operating  for  a  year  and  were  short  of  cash, 
and  we  were  hoping  Mr.  Big  would  invest.  He  didn't.  But  he  gave 
us  something  better — great  advice  about  benchmarking.  Every 
three  months,  he  said,  rip  out  the  best  stories  from  Upside  and 
glue  them  into  one  "all-star"  issue.  That's  internal  benchmarking, 
that's  you  at  your  best.  But  don't  stop  there,  he  said.  You  must  also 
benchmark  against  the  outside  world.  So  keep  a  clip  file  of  every 
terrific  article,  photo,  illustration  or  chart  you've  seen  in  any 
newspaper  or  magazine  that  could  have — should  have — run  in 
your  magazine. 

We  took  Mr.  Big's  advice  and  set  out  to  benchmark  against 
the  best.  We  "borrowed"  the  contrarian  headline  style  of 
FORBES  and  the  witty  caption  style  of  Sports  Illustrated.  We 
relentlessly  studied  past  issues  of  Playboy  to  learn  how  to  come 
up  with  provocative  Q&A's.  From  the  1960s  through  the  1980s 
no  other  magazine  did  Q&A's  better  than  Playboy.  Soon  we  were 
producing  good  Q&A's  ourselves. 

If  companies  are  reluctant  to  benchmark,  governments  are 
even  worse.  Let  me  amend  that:  Some  local  and  state  governments 
are  pretty  good  at  benchmarking,  but  the  federal  government  is 
terrible  at  it.  Can  you  imagine  President  Bush  calling  for  a  bipar- 
tisan commission  to  study  the  business  regulations  and  corporate 
tax  structures  of  all  countries?  Its  goals:  to  discover  how  the  U.S. 
stacks  up  against  the  best  practices  in  the  world;  to  figure  out 
where  America  is  competitive  and  where  it  is  losing  ground.  For 
example:  How  would  Hong  Kong's  flat  tax  work  here?  Can  we 
adopt  Singapore's  rapid  online  business  registration  forms?  Is 
Canada's  skills-based  immigration  policy  better  than  ours? 

Such  benchmarking  would  be  highly  instructive.  But,  no,  I 
can't  imagine  it  happening;  can  you?  F 
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SOX  Socks  Workers 

A  new  academic  study  says  the  elaborate  administrative 
structure  set  up  by  the  Sarbanes-Oxley  law  to  protect 
corporate  whistleblowers  is  just  a  lot  of  air.  Writing  in  the 
William  &  Mary  Law  Review,  U.  of  Nebraska  law  professor 
Richard  Moberty  says  that  from  2002  to  2005  the  desig- 
nated federal  agency  ruled  for  the  employee  just  3.6%  of  . 
the  time,  administrative  law  judges  who  hear  appeals, 
6.5%,  and  an  appellate  tribunal,  never.  The  stats  exclude 
secret  settlements.  Moberly  blames  strict  legal  require- 
ments and  reluctant  government  officials.  — Ate/7  Weinberg 


B  ME  ^©FORBES.  COM 

is  the  IRS  Only 
Half-Vampire? 

In  the  name  of  deterrence,  a  Florida  federal  judge 
says  prosecutors  had  every  right  to  bring  more  tax 
charges  against  tough-guy  actor  Wesley  Snipes  than 
against  a  lesser-known  codefendant.  "Snipes  is 
admittedly  a  well-known  movie  star . . .  whose 
prosecution  has  already  attracted  consider- 
able publicity,"  Judge  William  Terrill 
Hodges  wrote  in  axing  Snipes'  claim  of 
selective  prosecution  because  he  is 
black  and  fellow  defendant  Eddie  Ray 
Kahn,  a  veteran  tax  protester,  is 
white.  "Ever)'  criminal  case  represents  a 
selective  prosecution."  With  a  third  man,  both 
were  charged  with  conspiracy,  but  Snipes  faces 
counts  of  failing  to  file  tax  returns  with  the 
Internal  Revenue  Service  for  1999  through  2004.  Trial  is  set  this 
month.  Snipes  was  in  the  Blades  films  as  the  half-vampire,  half- 
human  avenger.  — Janet  Novack 

About  What  His  Customers  Got 

Convicted  scammer  Jordan  Belfort,  whose  memoir,  The  Wolf  of 
Wall  Street,  is  set  to  be  made  into  a  movie  starring  Leonardo 
DiCaprio,  should  thank  FORBES  for  his  literary  career.  In  1991  we 
were  the  very  first  to  expose  his  Stratton  Oakmont  brokerage, 
which  pumped  and  dumped  dicey  penny  stocks  in  which  he  held 
secret  interests.  "A  twisted  version  of  Robin  Hood,  who  robs  from 
the  rich  and  gives  to  himself  and  his  merry  band  of  brokers,"  we 
bluntly  called  him  then.  After  regulators  shut  down  Stratton, 
Belfort  served  22  months  in  prison  for  securities  fraud  and  money 
laundering.  He  still  owes  SI  10  million  in  investor  restitution.  The 
IRS  sought  S4.7  million,  later  arguing  he  couldn't  deduct  arbitra- 


tion settlements  and  legal  fees  since  they  concerned  illegal  activil 
ties.  But  Belfort  tax  lawyer  Anna  Kirschner  found  case  law  for  th 
notion  that  such  expenses  were  valid  if  a  criminal  enterprise  waj 
operated  as  a  business.  It's  hard  to  argue  that  Stratton — deceptivel 
situated  in  Lake  Success,  N.Y. — wasn't  both.  The  recendy  finalized 
result,  not  previously  reported:  IRS  bills  to  Belfort,  45,  which  hi 
had  challenged  in  U.S.  Tax  Court  lawsuits,  were  settled  foj 
S 1 3 1 ,000,  or  3  cents  on  the  dollar.  — /..\| 

Near  the  Casinos? 

Since  mid- January,  split-adjusted  shares  of  Uranium  308  Corpl 
have  risen  150,000%  to  a  recent  S2.01,  implying  a  SI  18  millioil 
market  cap.  Equally  amazing  is  a  recent  filing:  no  revenues,  n< 
mineral  discoveries  ever,  no  employees  and  shareholder  equity  c| 
a  scant  SI 6,000.  The  company,  which  changed  its  name  fronl 
Montagu  Resources,  also  fired  its  accounting  firm  after  drawin 
a  going-concern  warning.  Under  the  new  management  of  Dennil 
Tan — whose  background  is  mainly  in  Singapore  telecom — thj 
firm  says  it's  shifting  efforts  from  Canada  to  Mongolia.  What  cl 
the  soaring  stock?  "It's  a  great  uptick,"  crows  investor  relation! 
head  Shane  Starnes.  "I'm  doing  my  job."  The  firm  has  executivi 
offices  in  Vancouver,  B.C.  and  Las  Vegas.     — William  P.  Barreil 


Presidential  campaigns  have  unloaded  contributions  from  admitted  fraudster  Norman  Hsu  and 


DONOR 

RECIPIENT  |  AMOUNT 

...  „  -^—.j  .     „. 

DONOR  BAGGAGE 

Chris  Albrecht 

John  Edwards  |  $2,300 

ex-HBO  boss  convicted  of  assaulting  girlfriend 

Barack  Obama  |  $2,300 

Bill  Richardson  |  $2,300 

Hillary  Clinton  |  $2,300 

Bruce  Bereano 

Rudy  Giuliani  |  $2,300 

10-month  confinement  after  mail  fraud  conviction 

Ivan  Boesky 

Hillary  Clinton  |  $2,000 

insider  trading  conviction,  2  years  in  prison 

Wynn  Johnson 

^  mney  |  $2,300 

Utah  exec  convicted  of  fraud,  13-month  sentence 

:  Robert  C.  McFariane 

VcCain  |  $2,300 

pardoned  after  Iran-Contra  cover-up  conviction 

Willie  Nelson 


1 1  S2.300        singer  fined  after  marijuana-possession  conviction 


Martha  Stewart 


.  S4.600 


Source:  Federal  Election  Co'" 


10-month  confinement  after  cover-up  conviction 


><■  database  as  of  Sept  18. 


Captive  donor: 
Martha  Stewart. 
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IMJfyMinil  :  

By  Michele  Goodwin,  visiting  professor  of  law,  university  of  Chicago  Law  School,  and  professor,  Universit1 

of  Minnesota  Law  School. 


The  Organ  Donor  Taboo 

Pay  for  donations?  Maybe  states  should  experiment  with  the  idea. 


k  A. 


DON  r  be  a  sick  person  in  need 
of  an  organ  donation  in  America. 
As  of  mid-September  97,191 
patients  were  waiting  on  the  list 
maintained  by  the  United  Network 
for  Organ  Sharing.  More  than 
7,000  of  these  patients  will  die 
while  on  the  list;  thousands  of  oth- 
ers will  be  booted  off,  too  weak  or 
old  to  qualify  for  a  transplant. 

The  mismatch  between  demand 
and  supply  is  getting  worse.  Though 
6,729  live  donors  volunteered  last  year 
and  the  list  of  needy  patients  increased 
by  only  4,100,  many  donor  organs  are 
not  viable  and  the  backlog  remains. 
A  total  of  28,930  transplants  took 
place  last  year,  6,700  from  live  donors 
and  the  rest  from  cadavers.  Meantime, 
some  90,000  patients  got  sicker  and 
7,041  died. 

What's  the  solution?  Lets  consider 
something  that  has  long  been  a  taboo 
in  this  country:  payment  to  donors. 
I  don't  favor  a  wholesale  repeal  of  the 

law  against  buying  and  selling  organs.  I  support,  instead,  a  shift  of 
power  to  the  states  on  this  touchy  matter.  The  federal  government 
should  let  states  write  their  own  laws  on  organ  donor  compensation. 

Federal  law  criminalizes  payment  for  organs.  Its  a  felony  for 
you  to  sell  one  of  your  kidneys,  and  it's  a  felony  for  your  family  to 
get  payment  for  a  cadaver  transplant  after  you  die.  The  ban 
includes  helping  out  with  household  expenses  or  other  costs 
borne  by  the  donor  or  donors  family. 

States  (or  regions,  if  states  collaborate)  should  be  allowed  to 
test  pilot  programs  and  provide  a  reprieve  for  patients.  Such 
experiments  would  not  disturb  altruistic  donations,  nor  need 
they  alter  the  rules  on  who  gets  priority  in  receiving  an  organ. 
We  do  not  have  to  contemplate  whether  rich  people  could  outbid 
poor  people  for  a  kidney.  I  have  in  mind  only  that  states  could 
take  novel  approaches  to  increasing  the  supply  of  donors. 

The  federal  government  could  retain  some  power,  as  it  does 
in  the  Medicaid  system.  States  get  some  flexibility  in  setting  rules, 
and  they  can  ask  for  waivers  from  the  U.S.  Department  of  Health 
&  Human  Services.  Several  states  got  waivers  from  section  115 
of  the  Social  Security  Act,  enabling  them  to  help  Hurricane 


Given  more  freedom,  a  state 
might  reimburse  live  kidney 
 donors  for  lost  wages.  


Katrina  survivors  by  makin; 
treatment  available  to  those  whi 
normally  would  not  qualify. 

Currently  Medicaid  pays  fo 
dialysis,  which  costs  from  $60,001 
to  $90,000  per  year.  Why  not  us 
those  funds  for  kidney  transplants 
A  transplant  might  cost  $70,00C 
plus  another  $5,000  a  year  fo 
maintenance  medicine. 

Financial  incentives  for  orgai 
donation  are  very  restricted.  Wis 
consin  lets  live  donors  deduct,  oi 
their  state  income  tax  returns 
expenses  related  to  donating  ai 
organ,  such  as  transportation  an 
medical  expenses.  The  Pennsylva 
nia  legislature  proposed  nearly 
decade  ago  to  provide  a  burial  ben 
efit  of  up  to  $300,  paid  by  the  stat 
to  relatives  who  donated  thei 
deceased  relatives'  organs.  Givei 
more  freedom,  a  state  migh 
reimburse  live  kidney  donors  fo 
lost  wages. 

At  a  recent  conference  sponsored  by  the  Illinois  branch  of  th 
National  Kidney  Foundation,  I  suggested  state  experimentatioi 
with  donor  incentives  and  was  roundly  criticized  by  on 
audience  member  for  advocating  a  system  that  would  exploii 
minorities.  This  rhetoric  hurts  people  of  color.  Ask  yourself  hov 
the  current  system  impacts  racial  minorities.  African-American 
make  up  a  third  of  the  kidney  transplant  waiting  list.  They  wai| 
longer  than  any  other  ethnic  population  for  organs,  and  the] 
suffer  the  highest  death  rate  while  waiting. 

Some  commentators  fear  that  African-Americans  and  other 
will  not  be  able  to  "afford"  organs — that  is,  they  won't  have  th 
insurance  to  cover  the  $70,000  transplant  cost.  But  those  fears  an 
overstated  because  Medicaid  currently  pays  for  transplants 
Moreover,  there  is  no  reason  African-Americans  or  other  group: 
could  not  organize  among  themselves  in  their  churches  and  fra 
ternal  societies.  Under  present  federal  law  the  legality  of  directed 
donations  is  murky.  Let  states  clarify  the  matter. 

In  the  array  of  products  from  the  human  body — ova,  spermi 
milk,  tissues,  blood,  bones  and  hair — only  organs  are  excludec 
from  markets.  It's  time  to  end  this  rule,  and  save  lives. 
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edefined  for  business  by  Kyocera. 


9 


When  you  were  a  child,  color  made  you  more  creative  and  a  better  communicator. 


Today,  Kyocera  printers  and  MFPs  can  do  the  same  thing.  From  desktop  printers  to 
— si-  "-j     high  volume  MFPs,  our  full  line  of  products  is  designed  with  one  thing  in  mind:  to  help 
....    .  '      produce  compelling  documents,  reliably  and  affordably.  In  addition,  Kyocera  offers 
ware  solutions  that  help  maximize  your  hardware  investment, 
erience  the  wonder  of  Kyocera  business  color.  Learn  more:  www.kyoceramita.com. 


People  Friendlv. 

"  J 


The  New  Value  Frontier 

tfjKyocERa 


ISO 


""Hsl      ©2007  KYOCERA  MITA  Corporation.    KYOCERA  MITA  America.  INC.  "People  Friendly,"  "The  New  Value  Frontier."  the  Kyocera  "smile"  and  the  Kyocera  logo  are 

trademarks  of  Kyocera. 


Follow-Through 


AUGUST  15,  2005 

Greenwashing 

If  cold,  green  cash  means  anything,  General 
Electric  Chief  Executive  Jeffrey  Immelt's 
Ecomagination  campaign  has  been  a  success. 
When  we  wrote  about  GE's  green 
strategy  two  years  ago,  we  noted  that  it 
included  both  an  image  makeover  and  a  push 
into  alternative  energy.  GE  is  now  the  top  U.S. 
windmill  manufacturer,  with  more  than 
6,000  of  its  l.5-megawatt  turbines  spinning 
around  the  globe.  Sales  of  generating  equip- 
ment, including  wind  turbines,  thermal 
energy  systems  and  (relatively)  fuel-efficient 
gas  power  plants,  surged  21%  in  the  first  half 
of  this  year,  earnings  on  these  sales  before  taxes 

FLASHBACKS 


and  interest  grew  25%  to  $4.8  billion. 

But  Ecomagination's  success  hasn't 
dampened  calls  for  Immelt  to  split  off  GE's 
finance  division  or  take  other  drastic  mea- 
sures to  lift  the  company's  stock  price,  which 
has  barely  budged  in  two  years.  And  Immelt 
angered  some  of  his  biggest  customers  ear- 
lier this  year  when  he  endorsed  new  controls 
on  greenhouse  gases.  — Daniel  Fisher 

OCTOBER  1,  2007 

Cleaning  Up 

We  exposed  Union  Bank  of  California's 
relationship  with  defunct  Mexican  cur- 
rency exchange  house  Ribadeo  Casa  de 
Cambio.  U.S.  authorities  believed  drug 
traffickers  used  Ribadeo  to  launder 
S300  million  through  U.S.  banks.  Shortly 
after  our  story  came  out,  Union  Bank 
agreed  to  pay  S32  million  in  penalties  and 
fines  to  settle  allegations  that  it  violated 
the  Bank  Secrecy  Act  by  failing  to  imple- 
ment an  effective  anti-money-laundering 
program.  The  teds  had  identified  at  least 
S22  million  in  drug  proceeds  that  flowed 
through  Union  Bank.      — Nathan  Vardi 

NOVEMBER  15,  2004 

A  Limited  Miracle 

We  told  the  hopeful  story  of  David 
Herbert,  a  retired  airline  pilot  whose  brain 
cancer  was  responding  to  IL-13,  an  exper- 


imental drug  made  by  NeoPharm.  Herbert 
had  lived  tumor  free  for  three  years,  a 
remarkable  feat,  given  that  patients  struck 
by  his  form  of  cancer,  glioblastoma  multi- 
forme, are  usually  dead  within  a  year 
of  diagnosis.  But  Herbert's  remarkable 
remission  was  not  permanent.  He  died  in 
September,  at  age  64. 

Last  winter  NeoPharm  halted  late- 
stage  trials  of  IL-13  after  the  drug  failed 
to  show  a  survival  rate  better  than  that 
tor  standard  chemotherapy.  NeoPharm. 
in  Waukegan,  111.,  had  pinned  its  hopes 
on  the  drug.  Its  stock  has  plunged  to  97 
cents  from  S8  when  our  story  ran. 

— Mary  Ellen  Egan 


85  YEARS  AGO  IN  FORBES  |  SEPTEMBER  16. 1922 

Big  Business  Mergers  in  the  steel  industry,  in  the  copper 
and  brass  industries,  in  the  newspaper  industry,  in  banking, 
etc.,  are  certain  to  be  followed  by  consolidations  in  other 
fields.  Gigantic  units  are  the  order  of  the  day  and  will  be  the 
order  of  tomorrow.  America  is  a  big  country.  To  still  forge 
ahead,  it  must  do  bigger  things  in  a  bigger  way. 

25  YEARS  AGO  IN  FORBES  |  JUNE  7, 1982 

Rocking  the  Dollar  The  dollar's  gyrations  in 

recent  weeks  underlines  the  flaw  of  the  current 
floating  exchange  rate  system.  The  dollar  has  been 
on  a  roller  coaster  since  1973  when  we  went  to 
floating  exchange  rates.  In  the  late  1970s  it 
plunged  to  absurnsUy  low  levels.  The  pendulum 
subsequently  swung  almost  as  far  in  the  opposite 
direction.  Hence,  the  greenback's  current 


shakiness.  Why  the  extreme  swings?  Under  floating  exchange 
rates,  there  are  no  fixed  values. 

15  YEARS  AGO  IN  FORBES  |  MARCH  2, 1992 

Remembering  Roddick  The  Body  Shop's  U.S.  sales 

per  square  foot  are  running  at  $700  a  year — respectable,  but 
well  below  Estee  Lauder's  Origins  line,  which  is  at  the 
$1,000-per-square-foot  level.  Body  Shop  founder  Anita 
Roddick,  as  self-righteous  as  she  is  ambitious, 
professes  to  be  unconcerned  about  missing  out 
in  the  American  market.  "Our  business  is  about 
two  things:  social  change  and  action,  and  skin 
care,"  she  snaps.  "Social  change  and  action  come 
first.  You  money-conscious  people  at  FORBES  just 
don't  understand." 

Anita  Roddick,  64,  died  in  September  of  a  brain 
hemorrhage. 


34  FORBES 


Some  think 
barren. 

We  think 
source. 


Investment  Banking  •  Private  Banking  •  Asset  Management 


^e  look  at  things  from  a  different  perspective  -  for  the 
enefit  of  our  clients.  By  building  on  our  experience 
nd  expertise  globally,  we  help  our  clients  realize  new 
pportunities.  This  has  been  our  ambition  since  1856. 
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Curveball 


I  ED  CHAIRMAN  BEN  S.  BERNANKE  SHOULD 
add  the  9th-century  Sufi  legend  "Appoint- 
ment in  Samarra"  to  his  reading  list.  In  that 
tale,  a  merchants  servant  sees  the  hooded 
figure  of  Death  in  the  marketplace  and  tries 
to  escape  by  riding  to  far-off  Samarra— only  to  dis- 
cover the  Grim  Reaper  has  a  date  with  him  there  the 
following  day.  Could  a  similar  fate  await  Bemanke? 
His  half-point  cut  in  short-term  interest  rates  was 
designed  to  avoid  a  recession,  but  it  may  have  bought 
him  only  a  postponement  of  the  inevitable. 

Like  many  an  economist  before  him,  Bernanke 
seems  to  have  downplayed  a  telltale  omen:  the 
inverted  yield  curve,  in  which  short-term  rates  on 
Treasurys  exceed  long-term  rates.  An  inverted  curve  has  preceded, 
within  24  months,  ever)'  one  of  six  recessions  since  1970.  It  barely- 
presaged  one  in  1989,  and  flashed  a  false  warning  once,  in  1966,  but 
has  been  on  target  100%  of  the  time  when  combined  with  steady 
Fed  tightening,  as  in  the  last  3  years.  The  theory  is  that  higher  short- 
term  rates  inhibit  lending  and  investment,  helping  to  precipitate  the 
slowdown,  while  the  low  long-term  rates  anticipate  a  later  cooling 
of  demand  for  borrowed  money.  The  rate  on  10-year  bonds  fell  below 
the  rate  on  3 -month  Treasury  bills  in  July  '06,  and  the  curve  has  been 
inverted  practically  ever  since.  Even  after  the  Fed's  most  recent  cut, 
closely  watched  commercial  rates  like  the  London  Interbank  Offered 
Rate  exceed  the  rate  on  10-year  Treasurys.  "The  restraint  hasn't  been 
lifted,"  says  Van  R.  Hoisington,  whose  eponymous  firm  in  Austin, 
Tex.  has  S4.5  billion  under  management.  "We  still  think  there's  bet- 
ter than  a  50%  chance  of  a  recession." 

Bears  like  Hoisington  can  point  to  a  July  article  published  by 
the  San  Francisco  Federal  Reserve  Bank  arguing  that  the  yield 
curve  does  a  better  job  reading  the  tea  leaves  than  professional 
forecasters.  Fed  economists  Glenn  Rudebusch  and  John  Williams 
examined  the  record  of  the  closely  watched  Survey  of  Professional 
Forecasters  over  the  last  six  recessions.  Conclusion:  Economists  can 


Recession  in  the  air?  Bernanke 


spot  a  recession  once  we're  in  it,  but  two  or  three 
quarters  before  it  happens  their  predictions  are  no 
better  than  guesswork. 

Yield-curve  critics  say  there  are  better  leading 
indicators  for  a  recession,  such  as  housing  permits 
(which  tend  to  peak  17  months  before  the  recession 
starts)  and  consumer  confidence  (which  dips  3  to  9 
months  ahead  of  a  downturn).  Monthly  building  per- 
mits topped  out  in  June  2005  at  212,000,  but 
consumer  confidence  is  still  "exuberant,"  at  105  in 
August,  compared  with  close  to  60  at  the  onset  of 
most  recessions.  Apart  from  the  one-time  false  pos- 
itive, the  yield  curve  signal  has  another  weakness — 
fuzzy  timing.  The  signal  flashes  anywhere  from  6 
months  to  2  years  before  a  downturn.  "After  decades  of  analysis  we 
rejected  it"  as  a  leading  indicator,  says  Lakshman  Achuthan  of 
Economic  Cycle  Research  in  New  York  City. 

Even  the  Fed's  Rudebusch  has  his  doubts,  positing  that  per 
haps  long-term  rates  may  have  fallen  because  investors  displayed  a 
heretofore  unknown  appetite  for  risk.  Then  he  catches  himself. 
"Anytime  you  have  a  correlation  based  on  the  past,  you  hear  these 
stories  about  how  this  time  is  different,"  he  says. 

Merrill  LyTich  economist  David  Rosenberg  is  betting  on  the 
curve.  He  says  there's  weakness  lurking  in  the  consumer  market, 
which  was  fueled  at  the  margin  by  home  equity  loans.  Household 
debt  rose  from  100%  to  136%  of  household  income  in  the  last  6 
years,  he  says,  six  times  the  percentage  point  increase  in  a  normal 
debt  cycle.  The  overleveraged  ones  will  cut  back  spending  as  they 
try  to  stay  out  of  bankruptcy,  and  even  solvent  consumers  will  react 
to  their  shrinking  home  prices  by  saving  more,  Rosenberg  says.  All 
of  this  was  foretold  when  short-term  rates  started  rising  last  year. 

"I  frankly  don't  care  what  the  shape  of  the  yield  curve  is  now," 
Rosenberg  says.  "The  real  question  is  what  did  the  inverted  yield 
curve  of  a  year  ago  tell  you  about  what's  going  to  happen  in  the 
next  few  months?"  — Daniel  Fisher 


Downtime 


When  short-term  rates  exceed  long-term  rates  (here  expressed  as  a  dip  into  negative  white  territory),  a  recession  usually  follows. 
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Back  To 
The  Future 

New  Chief  Executive  ALAN  MULALLY  aims  to  put 
all  his  brand-building  assets  into  a  single  blue  oval. 

By  Joann  Muller 


THIS  FALL  A  REDESIGNED  2008 
Ford  Focus  rolls  into  U.S. 
dealerships,  offering  35  miles 
per  gallon  and  a  nifty  new 
hands-free  phone-and-enter- 
tainment  system  called  Sync.  Available 
in  a  sedan  or  coupe,  the  Focus  is  aimed 
at  consumers  clamoring  for  smaller  cars 
and  cool  technology.  Ford  hopes  the 
new  version  will  reignite  Focus  sales, 
which  fell  from  286,000  in  2000  to 
177,000  last  year. 

In  Europe  Ford  also  sells  a  car  called 
the  Focus.  But  except  for  the  name,  it 
shares  virtually  nothing  with  the  U.S. 
Focus — it  looks  different,  it's  engineered 
differently,  and  none  of  the  components 
are  the  same.  That  means  Ford  spent  hun- 
dreds of  millions  of  dollars  developing  the 
Focus  sold  in  America,  and  at  least  that 
much  on  the  Focus  designed  in  Europe. 
Contrast  Ford  with  Toyota,  which  sells 
only  one  Corolla  worldwide  (1.3  million 
last  year).  Honda  sells  the  same  Civic 
everywhere  (708,000).  Little  wonder  that 
Ford,  which  lost  $12.7  billion  last  year  as  its 
U.S.  retail  market  share  shrank  to  13%, 
can't  compete  with  the  Asians. 

Ford  Motor  has  long  been  a  balkan- 
ized  mess.  Its  regional  operations  in 
North  America,  Europe  and  Asia  (not  to 
mention  South  America  and  Australia) 
operate  almost  autonomously,  selling 
vehicles  like  the  Focus  that  are  similar 
but  often  based  on  unique  designs  and 
engineering.  And  that's  just  the  ones  that 
are  called  Fords.  The  automaker  owns 
five  other  brands:  Lincoln,  Mercury  and 
European  luxury  marques  Jaguar,  Land 
Rover  and  Volvo. 

Now  Alan  Mulally,  Ford's  plain-speak- 
ing new  chief  executive,  has  set  out  to  fix 
this.  He  envisions  a  slimmed-down  Ford 
Motor  that  pitches  one  mass  market  brand 
around  the  world:  Ford.  What  the  com- 
pany needs,  Mulally  says,  is  a  common 
look,  feel  and  brand  name  for  all  Fords. 
Sound  familiar?  Mulally's  vision  of 
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Outfrunt 

"one  Ford"  is  reminiscent  of  the  com- 
pany founder's.  "I  will  build  a  car  for  the 
multitude,"  Henry  Ford  said  of  his 
famous  Model  T.  It  was  later  offered  in  a 
variety  of  models— town  car,  touring  car, 
delivery  car— but  all  on  the  same  chassis. 
A  century  later  Mulally  also  wants  Ford 
to  be  a  mass  brand.  He  doesn't  plan  on 
trying  to  turn  Lincoln  into  a  global 
luxury  brand,  despite  its  recent  U.S.  sales 
uptick.  And  sources  say  there  are  no  new 
Mercury  products  in  Ford's  pipeline 
after  2009,  suggesting  that  brand's  days 
are  numbered. 

"You  can't  be  world  class  at  every- 
thing for  everybody,"  he  says.  "And  we've 
got  a  great  brand.  It's  got  great  heritage." 
But  becoming  less  so.  A  recent  Harris 
poll  ranked  Ford  number  five  among 
the  country's  best  brands,  down  from 
number  one  in  1997. 


would  serve  as  the  underpinning  for 
many  of  Ford's  front-wheel-drive 
vehicles.  Industry  sources  estimate  Ford 
now  has  some  two  dozen  different 
vehicle  architectures,  each  one  costing 
$1  billion  or  more  to  develop.  Derrick 
Kuzak,  an  engineer  named  by  Mulally 
to  oversee  every  car  and  truck  Ford 
develops  worldwide,  hopes  to  cut  that 
number  by  40%  within  five  years.  Ulti- 
mately, Ford  wants  multiple  models 
coming  off  just  ten  frames  worldwide, 
with  600,000  units  sold  apiece.  Ford  isn't 
first  with  this  strategy.  Toyota  and 
Honda  have  been  doing  this  for  years. 
General  Motors  gets  it,  too:  It's  consoli- 
dating vehicle  development  on  a  handful 
of  global  chassis. 

On  the  design  side,  Mulally  is  insisting 
on  a  common  look  for  Ford  that  would  be 
recognizable  anywhere  in  the  world.  "He 
made  his  vision  clear:  There 
is  one  plan,  one 
team,  one 


Appealing  to  all 

Mulally  s  first  step   tastes?  The  Verve 

is  to  get  rid  of  dis-  a  concept  car,  is 
tractions  like  Aston  Ford's  latest  try 
Martin,  Jaguar,  Land   at  a  world  car- 

Rover  and  Volvo  (it's  keeping  its  stake  in 
Mazda)  and  throw  the  company's  global 
resources  behind  the  blue  oval.  Ford 
bought  those  other  companies  starting 
in  1979.  Aston  Martin  is  already  gone. 
Negotiations  are  under  way  to  sell  Jag 
and  Land  Rover  by  early  next  year. 
Volvo's  not  officially  for  sale  yet,  but 
Mulally  has  made  clear  that  Ford  lacks 
the  money  and  management  talent  to 
keep  investing  in  the  premium  Swedish 
brand. 

Then  he  wants  to  cut  costs  and 
improve  quality  by  building  more  cars 
on  the  same  chassis— that  is,  frame,  sus- 
pension, engine  and  transmission.  For 
instance,  a  front-wheel-drive  chassis 


Ford,"  says  J  Mays,  Ford's  group  vice  presi- 
dent of  global  design. 

During  the  Geneva  motor  show  in 
March  Mays  summoned  designers  to  a 
hotel  conference  room  overlooking 
Lake  Geneva.  With  the  drapes  pulled 
tight,  they  spent  the  next  six  hours 
hashing  out  design  features  for  a  slew  of 
new  Fords  that  could  be  sold  globally, 
including  the  next-generation  Focus 
and  a  midsize  car,  and  a  small  crossover 
utility  vehicle  (a  combination  of  a  car 
and  truck).  Each  designer's  sketches 
were  projected  onto  a  screen  to  com- 
pare. Together,  they  edited  the  images 
down  to  a  common  look,  or  design  lan- 
guage in  their  lingo,  for  each  vehicle. 
"We  called  it  the  Geneva  Summit,"  Mays 
said.  "We  didn't  design  the  cars,  but  we 
laid  out  a  road  map." 


The  danger  here  is  that  Ford  risks 
making  its  designs  too  homogeneous — a 
risk  Ford  knows  only  too  well.  In  the 
mid-1990s  American  consumers  rejected 
the  Ford  Contour  and  Mercury  Mys- 
tique, which  shared  innards  with  a 
European  model,  because  they  were  too 
small  for  this  market.  "One  Ford  is  a 
good  thing  on  paper,  but  you'd  better 
execute  it  properly,  or  you  could  have  a 
big  mistake,"  says  Global  Insight's  John 
Wolkonowicz.  "You  have  to  be  careful 
that  commonality  doesn't  force  you  into 
making  inappropriate  products  for  the 
market." 

Ford  counters  that  it  left  wiggle  room 
to  suit  national  tastes.  In  the  case  of  a 
new  small  car,  the  Fiesta,  that  will  be 
sold  worldwide  starting  next  year,  Ford's 
top  U.S.  designer,  Peter  Horbury,  sug- 
gested jazzing  up  the  largely  European 
design  by  adding  certain  chrome  details 
favored  by  Americans.  However,  Mays 
says  he  believes  that  in  the  end  merging 
global  tastes  calls  for  less  differentiation 
among  markets  than  in  the  past. 
"You  will  be  able  to  get  off  a 
plane  anywhere  and  say, 
'There's  that  Fiesta.'"  Ford 
offered  a  strong  hint  of  what 
the  car  will  look  like  with  its 
new  Verve  concept,  unveiled 
in  mid-September  at  the 
Frankfurt  Motor  Show. 
Creating  one  Ford  will  take  years. 
The  automaker  needs  to  recoup  the 
enormous  investments  in  plants  and 
equipment  it  has  already  made  before  it 
starts  consolidating  vehicle  develop- 
ment. The  clock  is  ticking.  The  company 
wants  to  be  profitable  again  by  2009,  but 
economic  headwinds,  including  higher 
commodity  costs  and  a  housing  slow- 
down that  affects  pickup  truck  sales, 
make  it  a  slog. 

Another  uncertainty:  Ford  might, 
depending  on  the  outcome  of  labor  nego- 
tiations with  the  United  Auto  Workers 
union,  have  to  put  $20  billion  into  a  trust 
fund  for  retiree  health  care.  Mulally 
remains  confident,  of  course,  but  after  a 
year,  he  concedes  the  job  is  tougher  than 
he  thought.  Says  he,  "It  is  incredible — the 
complexity  in  this  industry."  That's  a 
polite  way  of  putting  it.  F 
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Not  every  kind  of  storm 

shows  up  on  weather  radar. 


Past  performance  is  no  guarantee  of  future  results.  Consider  funds'  investment  objectives,  risks,  charges  and 
expenses  carefully  before  investing.  The  prospectus  contains  this  and  other  information  about  the  fund.  To  obtain  a 
prospectus,  contact  your  financial  advisor  or  download  one  atvankampen.com.  Read  it  carefully  before  investing. 
:©  2007  Van  Kampen  Funds  Inc.  IU07-00283P-N04/07 
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Quackery 


THERE'S  A  LONG  HISTORY  OF  COMPA- 
nies  resorting  to  gimmicks  to  resolve 
labor  issues  or  just  to  get  out  of  a 
sticky  spot.  Remember  when  General 
Motors  decided  that  its  parts  workers 
were  paid  too  much?  Instead  of  dealing 
with  the  problem,  GM  spun  off  the  parts 
business  into  Delphi, 
a  separate  company. 
It  didn't  work.  GM 
has  given  away  many 
billions  of  dollars  to 
those  same  workers. 
A  gimmick. 

Now  we  have 
negotiations  between 
the  auto  industry  and 
the  United  Auto  Workers,  punctuated  (at 
press  time,  Sept.  24)  by  the  beginning  of  a 
strike.  The  crucial  issue  has  been  the  $5  bil- 
lion a  year  that  GM  spends  on  health  care. 
The  gimmick?  Create  a  health  care  trust, 
funded  by  the  auto  companies  but  man- 
aged by  the  union,  that  would  pay  medical 
bills  for  workers  once  they  hit  retirement. 
It's  known  as  a  Voluntary  Employee 


Lost  in  the  shuffle:  making  better  cars 


Beneficiary  Association.  Whatever  you  call 
it,  it's  just  a  way  to  hide,  cover  up  and  pass 
on  the  costs.  Here's  what  wrong: 
1.  It  doesn't  reduce  any  costs.  The  health 
care  bill  would  remain  the  same,  whether  the 
UAW  or  GM  is  in  charge.  Don't  think  GM 
would  be  out  of  the  health  care  business. 

You  can  bet  that  some- 
where there's  an  escape 
clause,  something  that 
will  allow  the  UAW  to 
come  back  and  ask  for 
more  money. 
2.  Money  needed  for 
new  vehicles  is  still 
diverted  into  what 
wiseacres  call  the  "GM 
Funeral  Society."  Tens  of  billions  into  the 
trust  fund  handed  to  the  union.  Don't  kid 
yourself.  GM  doesn't  have  enough  money  to 
really  improve  its  products.  Look  at  the  new 
Chevy  Malibu,  on  which  so  much  GM  hope 
is  laid,  and  compare  it  with  the  new  Honda 
Accord.  The  Accord  is  bigger,  more 
powerful  and  more  fuel-efficient.  Honda  has 
the  money  to  spend  developing  such  a  car. 


3.  Sooner  or  later  the  union  won't  be  able 
to  cover  medical  costs.  It  could  then  cut  the 
benefits  or  raise  copayments.  But  you  can  be 
sure  that  it  will  instead  demand  that 
General  Motors  chip  in  the  money  to  "make 
whole"  the  medical  care.  Will  GM  give  in? 
Well,  look  at  Delphi. 

4.  There  would  be  a  huge  fund  to  be 
invested  (GM  has  $50  billion  in  unfunded 
retiree  health  costs).  There  will  be  billions 
in  medical  contracts  to  be  given  out  The  folks 
making  the  decisions  will  be  low-paid  union 
folks.  The  folks  wanting  the  contracts  will  be 
tempted  to  do  what  they  can  to  get  them.  It 
doesn't  take  a  lot  of  imagination  to  see  the 
risk  of  corruption  on  a  grand  scale. 

5.  GM  talks  about  eliminating  the  med- 
ical liability  from  its  balance  sheet. 
What  difference  will  that  make  if  GM  fails 
to  make  sexier  cars?  What  difference  will, 
it  make  if  GM  turns  itself  around  and 
becomes  wildly  profitable  again?  Making, 
a  success  of  GM  is  not  an  exercise  ini 
balance-sheet  mathematics;  it's  building, 
better  cars  than  the  competition,  and 
doing  a  better  job  of  selling  them. 

A  health  care  trust,  if  it  happens,  may 
look  good  today,  but  one  day  it  will  come 
back  to  haunt  GM.  Just  like  the  Fiat  deal. 
You  remember  that  one:  It  was  so  clever  of 
GM  to  extract  itself  from  its  obligations  to 
Fiat  that  you  overlooked  the  $2  billion 
price  tag.  That  $2  billion  was  the  money 
that  launched  the  Fiat  turnaround.  f 


Finishing  School 

So  your  kid  didn't  score  a  coveted  internship  this  summer?  Next  year  try  University  of  Dreams.  The  Los  Gatos,  Calif, 
service  places  college  students  at  400  companies,  including  Merrill  Lynch,  Twentieth  Century  Fox,  Universal  Music  Group 
and  Ketchum  Public  Relations.  You're  almost  guaranteed  a  spot— if  you  cough  up  $6,000  to  $9,000,  which  includes 
lodging  in  a  dorm  room  for  eight  weeks  plus  two  meals  a  day,  but  not  airfare.  "I  want  to  help  kids  find  passion-based 
careers,"  says  Eric  Lochtefeld,  U.  of  Dreams  founder.  Meantime,  they  must  settle  for  a  summer  job  that  pays  nothing. 

It's  certainly  a  good  deal  for  Lochtefeld,  who  netted  17%  on  a  haul  of  $6.7  million  this  year  from  873  students 
worldwide.  And  it's  not  bad  for  the  seven  participating  colleges  and  universities  that  rent  otherwise  unoccupied 
rooms.  "We  instantly  become  every  school's  biggest  housing  client,"  Lochtefeld  says,  noting  that  New  York 
University  and  UCLA  are  particularly  good  customers.  Around  the  country  300  college  students  collect  $200  each 
time  they  hook  an  intern  for  Lochtefeld. 

What  do  the  kids  get?  Lochtefeld  claims  that  50%  of  his  interns  get  job  offers  from  their  employers.  But  then  there  are 
U.  of  Dreams  alums  like  Stefanie  Lau.  She  was  jobless  for  a  few  months  after  graduating  as  a  poli  sci  and  communications 
major  from  UC,  Davis  and  paying  for  a  Lochtefeld  internship  at  Warren  Cowan  &  Associates,  a  Los  Angeles  p.r.  firm.  She 
later  found  a  job  as  a  college  recruiter  for  Google — by  applying  on  the  corporate  Web  site.  — Suzanne  Hoppough 
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Sustainability  is  our  standard  for  measuring  CO2  reduction. 


The  Blue  Hole  in  the  Belize  Barrier  Reef,  a  World  Heritage  in  the  western  Caribbean  Sea. 


Dne  Canon  energy-saving  technology  has  reduced  CO2  emissions  by  nearly  7  million  tons, 
[he  amount  assimilated  by  the  seas  surrounding  the  earth's  coral  reefs  each  year* 


Extending  for  nearly  185  miles,  the  Belize  Barrier  Reef  is  home  to  one  of  the  most  diverse 
jcosystems  on  earth.  At  Canon,  we  believe  corporations  have  a  responsibility  to  undertake 
sustainable  practices  that  help  preserve  such  World  Natural  Heritages.  In  1998,  we  embarked 
3n  a  program  to  reduce  CO2  emissions  throughout  the  lifecycle  of  our  products. 
:or  example,  we  developed  energy-saving  on-demand  fixing  technology  for  our  office 
squipment  and  home  printers.  Over  8  years,  the  reduction  in  CO2  emissions  attributable 
:o  our  office  equipment  totaled  some  6.99  million  tons.  That's  approximately  the  amount  of 
DO2  assimilated  in  a  year  by  350,000  km2  of  seawater  —  more  than  the  surface  size  of  the 
:oral  reefs  in  all  the  oceans.  Canon's  many  programs  to  reduce  CO2  emissions  are  all  part 
3f  one  corporate  goal:  sustaining  the  natural  environment  for  future  generations. 


Cumulative  reduction  of  CO2  from 
on-demand  fixing 

(10.000  10ns) 


1999  2000  2001  2002  2003  2004  2005  2006 


There  are  approx  280.000km^  of  coral  reef  lknV  of  seawater  assimilates 
approx  20  tons  of  CO2  per  year  Between  1999  and  2006.  the  CO2  reduction 
attributable  to  Canon  office  equipment  was7million  tons,  which  is  approx 
20%  more  than  the  seawater  around  the  earth's  coral  reefs  assimilates  in  a  year 


Produce.  Use.  Recycle.  C02-emission  reduction  throughout  the  product  lifecycle. 
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Trading  Up 

Amaranth  cost  hedge  fund  investors  $6  billion. 
It  didn't  cost  very  many  employees  their  careers. 

By  Neil  Weinberg 


■  T'S  BEEN  A  YEAR  SINCE  AMARANTH 
I  Advisors  LLC  disintegrated  in  the  biggest 
I  hedge  fund  collapse  ever.  In  the  blink  of 
an  eye  $6  billion  of  its  $9  billion  in  assets  went 
poof.  The  cause:  wrong  bets  on  natural  gas 
by  Brian  Hunter,  a  trader  operating  out  of 
Calgary,  Alberta. 

Amaranth  had  400  employees  at  the  time. 
What's  happened  to  them?  Rather  than  being 
rendered  radioactive,  Amaranths  former 
employees  have  been  welcomed  elsewhere  on 
Wall  Street  like  conquering  heroes — in  many 
cases  with  multiple  job  offers.  The  Amaranth 
diaspora  landed  them  in  a  pantheon  of  hedge 
fund  operators:  Goldman  Sachs,  Highbridge 
Capital,  Fortress  Investment  Group,  Millen- 
nium Capital,  Moore  Capital,  Carlyle-Blue 
Wave  and  Duquesne  Capital  among  them. 
One  founding  partner  became  a  financial 
adviser  at  Oppenheimer  &  Co.,  where  an 
information  sheet  for  prospective  clients 
prominently  lists  his  Amaranth  experience. 

"We  didn't  see  a  stigma.  We  saw  other 
firms  looking  to  capitalize  on  our  talent  and 
placed  98%  or  99%  of  our  people,"  says 
Stefanie  Amanatides,  the  previous  head  of 
campus  recruiting.  Amanatides  landed  on  her 
feet.  She  has  opened  a  hedge  fund  recruit- 
ing boutique,  Arete  Group,  with  former 
Amaranth  colleague  Susan  Biegler. 

Soon  after  Amaranths  problems  erupted, 
calls  from  recruiters  at  other  hedge  funds 
started  pouring  in.  Amaranth  set  up  an 


internal  Web  site  to  post  openings.  Person- 
nel chief  Stanley  Friedman,  now  in  the  same 
position  at  Fortress,  organized  it.  The  State 
of  Connecticut  lent  a  hand,  too,  calling 
in-state  employers  to  help  place  Amaranth 
people  locally.  It  didn't  want  hedge  fund  jobs 
that  pay  an  average  of  $357,000,  not  count- 
ing bonuses,  going  elsewhere.  Within  days 
Amaranth  employees  were  trolling  more 
than  1,500  job  listings. 

Amaranth's  former  chief  financial  offi- 
cer, James  Glynn,  took  over  in  the  same 
position  at  Highbridge.  Steven  Johnson 
moved  over  as  head  of  investor  relations 
and  business  development.  He  seems  to  be 
earning  his  keep.  Highbridge  has  brought 
in  a  net  $21  billion  so  far  this  year. 

Another  30  or  so  Amaranth  people  have 
made  their  way  to  Goldman  Sachs,  says  a  sen- 
ior Amaranth  executive.  That  includes  Gold- 
man Managing  Director  Gregg  Felton,  who 
reportedly  is  running  $2.6  billion  at  Gold- 
man's Liberty  Harbor  fund.  Arthur  DiRocco, 
Amaranth's  treasurer,  led  nine  employees  to 
Merrill  Lynch,  where  they  have  set  up  a  new 
subsidiary,  Hedge  Fund  Infrastructure 
Services. 

Emile  Westergaard,  who  specialized  in 
health  care  investing,  says  he  had  no  trouble 
raising  funds  for  a  new  firm,  Tokum 
Capital  Management,  to  pursue  the  same 
strategy  he  had  at  Amaranth. 

Scott  Davidson,  who  ran  Amaranth's 


asset-backed  securities  desk,  worked  his 
own  connections  to  land  (along  with  some 
ten  colleagues)  at  Carlyle-Blue  Wave,  a  hedge 
fund  offshoot  of  the  private  equity  giant.  The 
month  after  die  blowup  Manos  Vourkouti- 
otis,  who  was  in  charge  of  Amaranths 
Toronto  trading  desk,  moved  with  a  dozen 
colleagues  to  Moore  Capital  Management, 
the  firm  owned  by  billionaire  Louis  Moore 
Bacon.  That  included  Jeffrey  Baird,  who  over- 
saw energy  and  commodities. 

David  Chasman  was  responsible  for 
Amaranth's  energy  risk  management  at  the 
time  the  risk  got  a  little  high.  He  quickly 
found  his  way  to  JPMorgan  Chase. 

It's  not  all  peaches  and  cream.  Amaranth 
founder  Nicholas  Maounis  is  still  overseeing 
the  skeleton  crew  unwinding  Amaranths 
remaining  positions.  He's  also  fending  off  a 
suit  filed  by  the  San  Diego  County  Employ- 
ees Retirement  Association  charging 
Amaranth  and  four  executives  committed 
fraud  by  boasting  of  a  diversified  portfolio  that 
was  anything  but. 

Former  risk  management  boss  Robert  W 
Jones,  named  in  the  suit,  isn't  working  yet, 
nor  is  former  chief  operating  officer  Charles 
Winkler,  who  has  been  chastised  for  talking 
up  the  fund  just  prior  to  its  demise. 

Brian  Hunter,  the  gas  trader,  tried  to  raise 
money  for  another  commodity  fund, 
Solengo  Capital,  until  he  was  sued  by  the 
Commodity  Futures  Trading  Commission 
and  named  in  an  administrative  action  by 
the  Federal  Energy  Regulatory  Commission. 
Hunter  denies  wrongdoing  and  has  filed  a 
complaint  against  the  FERC. 

Many  Amaranth  employees  took  big 
financial  hits,  too.  "The  biggest  losers  were 
Amaranths  employees,  not  the  San  Diego 
pension  fund,"  says  former  treasurer 
DiRocco.  "A  lot  of  them  had  their  hearts 
ripped  out  and  their  wallets  stolen  and  will 
take  years  to  recover  financially' 

Ricky  Solomon,  the  Amaranth  founding 
partner  and  former  head  of  convertible 
arbitrage  who  landed  at  Oppenheimer,  lost 
most  of  his  personal  assets.  He  figures  as  a 
financial  adviser  his  work  with  equities  and 
bonds  will  serve  his  clients  well.  "I  still  be- 
lieve there's  a  place  for  alternative  investments," 
says  Solomon.  "But  I  do  think  the  Amaranth 
experience  shows  the  importance  of  diversi- 
fying one's  exposure."  F 
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A  Juicy  Tale 

Celebrities  love  Fatburger.  So  why  is  the  business 
such  a  disaster?  By  Dorothy  Pomerantz 


WHEN  NEW  YORK'S  BEASTIE 
Boys  are  in  L.A.,  they  go  to  Fat- 
burger.  When  Ice  Cube  rapped 
about  the  perfect  day,  it  included  a  2  a.m. 
burger  from  the  same  joint.  And  when 
Notorious  B.I.G.  sang  about  ...  well  ... 
wooing  a  lady,  he  took  her  to  Fatburger. 

Over  its  55-year  history  Fatburger, 
billing  itself  as  "the  last  great  hamburger 
stand,"  has  become  an  African-American 
cultural  icon.  The  restaurants  are  fitted 
out  like  retro  diners.  Tunes  blare  from  a 
free  jukebox,  and  the  air  smells  of  fresh 
grilled  beef. 


Owning  one  of  Fatburger's  90  restau- 
rants is  now  a  treasured  celebrity  invest- 
ment. Montel  Williams  owns  five  in 
Denver,  Kanye  West  has  the  Chicago 
region,  and  Queen  Latifah  is  opening  a 
Fatburger  in  Miami.  "I  grew  up  hanging 
out  at  Fatburger,"  says  Latifah.  "So  it's 
pretty  cool  to  now  own  one." 

Except  that  as  a  business  Fatburger  is 
burnt  to  a  crisp.  Nasdaq  has  delisted  the 
parent  company's  stock,  and  its  bank 
could,  at  any  time,  force  the  company  into 
default.  For  the  first  six  months  of  this  year 
same-store  sales  plunged  10%  while  the 


chain  lost  $2.3  million  on  $16  million  in 
revenue.  Fatburger's  high  prices — $5.60  for 
a  cheeseburger — are  apparently  one  reason 
customers  are  shying  away.  But  there's 
another  reason  to  wonder  about  the  fate  of 
the  fabled  Fatburger:  the  man  charged 
with  fixing  it.  So  far  41 -year-old  Andrew 
Wiederhorn's  most  notable  action  as  chief 
executive  has  been  pocketing  $4.6  million 
of  Fatburger's  parent  company's  dwindling 
cash  pile  as  salary — while  doing  time  in 
federal  prison  (see  FORBES,  June  5,  2006). 
He  is  also  delinquent  on  a  $1  million  loan 
from  the  company. 

The  Fatburger  chain  traces  its  roots  to 
1952  South  Central  Los  Angeles  and  the 
kitchen  of  Lovie  Yancey.  As  the  story  goes, 
Yancey  named  her  new  restaurant,  no 
more  than  a  shack  at  the  time,  after  her 
boyfriend,  whose  nickname  was  Mr.  Fat- 
burger. Over  the  next  40  years  she  opened 
32  owned  and  franchised  stores  around 
Los  Angeles.  Yancey  took  a  backseat  in 

01990 at  age  78,  selling  a 
majority  of  Fatburger  for 
m  $3  million  to  a  British 
record  producer, 
k  Over  the  next  ten  years 
jH  he  opened  15  more  restau- 
rants. Then  came  the 
celebs.  Magic  Johnson 
sponsored  a  $5.3  million 
management  buyout  in 
2000  with  help  from 
celebrity  friends  Janet  Jack- 
son, David  Spade,  Cher 
and  Sex  and  the  City 
creator  Darren  Starr.  John- 
son proclaimed  he  would 
open  an  additional  100 
oudets  across  the  country. 

But  the  investment 
was  a  bust.  Sales  fell 
from  a  reported  $33  mil- 
lion to  $20  million  in 
two  years.  In  2003  John- 
son gave  up  and  sold  out 
to  Andrew  Wiederhorn. 

Wiederhorn  got  his 
start  purchasing  fore- 
closed assets  from  Reso- 
lution Trust  Corp.  in  the 
early  1990s.  In  1997  an 
Associated  Press  article 


Andrew 

Wiederhorn  and 
Fatburger  fans 
Magic  Johnson, 
Queen  Latifah, 
Kanye  West  and 
Montel  Williams 
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Outfront 

pegged  his  net  worth  at  $100  million.  But 
bad  bets  on  subprime  mortgages  forced 
his  company  into  bankruptcy,  and  in  1 999 
he  defaulted  on  loans  worth  $160  million 
he  had  taken  from  Capital  Consultants,  a 
Portland  pension-fund  adviser  that 
turned  out  to  be  a  Ponzi  scheme.  As  the 
Justice  Department  built  a  case  around  his 
alleged  role  in  the  scandal,  Wiederhorn 
financed  the  $8  million  Fatburger  man- 
agement buyout  in  2003.  The  deal  gave 
Wiederhorn's  publicly  held  investing 
company,  Fog  Cutter  Capital  Group,  an 
83%  share  in  Fatburger. 

Around  the  same  time  he  made  the 
Fatburger  investment,  Wiederhorn  per- 
suaded the  board  to  alter  his  employment 
contract  so  he  could  not  be  fired  even  if 
convicted  of  a  felony — as  long  as  the 
crime  didn't  directly  involve  Fog  Cutter. 
The  change  came  in  handy  when  in  June 
2004  Wiederhorn,  while  publicly  protest- 

WALL  STREET 


ing  his  innocence,  pleaded  guilty  to  giving 
an  illegal  gratuity  and  filing  a  false  tax 
return.  He  had  committed  the  crimes  at  a 
previous  company,  Wilshire  Credit. 

One  day  before  his  plea  deal  Fog 
Cutter's  board  agreed  to  pay  Wiederhorn 
$4.6  million'  while  in  jail,  per  the  rewritten 
terms  of  his  contract.  The  compensation 
more  than  covered  his  $2  million  fine. 

Wiederhorn  got  out  of  jail  in  October 
2005.  His  appeal  of  Nasdaq's  decision  to 
delist  his  company  was  denied  last  January. 
A  D.C.  Circuit  Court  judge  scolded  the 
board  for  paying  Wiederhorn  while  in  jail, 
saying  their  behavior  was  like  "the  child 
who  murders  his  parents  and  then  asks  for 
mercy  because  he  is  an  orphan." 

Still,  celebrities  keep  lining  up  for  fran- 
chises. In  2006  Orlando  Brown,  who 
played  for  the  Baltimore  Ravens,  signed 
on  for  restaurants  around  D.C.  Earlier  this 
year  two  members  of  The  Roots,  a  hip-hop 


group,  bought  a  franchise  in  Philadelphia. 
Hip-hop  producer  Pharrell  Williams  is 
partnering  with  Wiederhorn  on  restau- 
rants in  China.  (Fatburger  charges 
franchisees  $50,000  per  outlet  and  then  6% 
of  sales  as  a  royalty.)  Wiederhorn  says  he 
never  courts  the  celebs,  who  own  9  of  the 
company's  55  franchised  outlets. 

None  of  the  celebrity  franchisees  con- 
tacted would  comment  on  Wiederhorn's 
history.  Wiederhorn  points  out  that  his 
past  malfeasances  are  spelled  out  in  the 
franchise  agreement  so  no  one  can  say  he 
didn't  know  what  he  was  getting  into. 

He'll  soon  change  the  name  of  his 
company  from  Fog  Cutter  to  Fatburger 
so  the  chain  will  be  publicly  traded  (over- 
the-counter).  "It's  such  an  exciting 
brand,"  says  Wiederhorn.  "The  music, 
the  food— watching  your  milkshake  being 
scooped.  The  whole  thing  just  gives  you  a 
great  feeling."  F 


Publish  and  Perish 

Now  that  Goldman  Sachs'  famed  Alpha  fund  is 
hemorrhaging  losses,  an  esoteric  research  paper 
has  suddenly  become  a  riveting  read — starting 
with  the  byline  |  By  Bernard  Condon 


THE  LATEST  NEWS  FROM  GOLDMAN 
Sachs'  beleaguered  Global  Alpha  is 
that  irate  investors  plan  to  pull 
another  $1.6  billion  out  of  the  flagship 
hedge  fund.  But  angry  though  they  may 
be,  the  investors  had  plenty  of  warn- 
ing—and from  a  manager  of  the  fund 
himself. 

Before  taking  over  Alpha,  Mark 
Carhart  was  an  assistant  professor  of 
finance  at  the  University  of  Southern  Cal- 
ifornia. He  had  studied  under  Eugene 
Fama,  a  founding  father  of  the  efficient- 
market  theory,  which  says  investors  can't 
consistently  beat  the  market.  Carhart  him- 
self drew  attention  with  a  research  paper 
warning  investors  against  mutual  funds 
with  "hot  hands."  He  wrote  that  his  analy- 
sis of  1,892  funds  over  32  years  showed 


that  high  repeat  returns  had  little  to  do 
with  skill,  and  the  winning  streaks  didn't 
last  long  anyway.  Past  performance  is  no 
guarantee  of  future  results?  Carhart 
proved  it.  Google  his  March  1997  paper, 
"On  Persistence  in  Mutual  Fund 
Performance,"  and  you  get  22,000  hits. 

If  there  ever  was  a  hot  hand,  it  was  the 
one  guiding  Global 
Alpha.  Goldman  hired 
Carhart  soon  after  his 
article  appeared  in  the 
Journal  of  Finance,  and 
put  him  and  a  fellow 
Ph.D.  from  the  University 
of  Chicago,  Raymond 
Iwanowski,  in  charge  of 
the  fledgling  Alpha. 
Trading  on  complex 
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mathematical  models,  Alpha  returned  21% 
a  year  in  the  ten  years  through  2005. 
Goldman  put  many  of  its  private  banking 
customers  into  the  fund. 

Then,  true  to  Carhart's  theory,  hot 
turned  cold.  Last  year  Alpha  lost  9%.  This 
year,  thanks  partly  to  bad  bets  on  the  yen 
and  the  Australian  dollar,  it's  down  33%.  | 
Assets  have  fallen  to  $6  billion  from 
$10  billion  and  are  expected  to  fall  by  I 
another  25%  as  investors  bail  out  in  the  I 
next  few  weeks. 

If  rumors  prove  true  that  Carhart  is  I 
destined  to  be  bounced  from  Goldman, 
which  declined  to  make  him  available,  he 
can  always  return  to  academia  to  tilt  at 
mutual  funds  again.  His  other  papers  crit- 
icized fund  operators  for  buying  up 
shares  at  year-end  to  artificially  goose 
values  and  for  ignoring 
failed  funds  in  calculating 
overall  returns. 

Perhaps  he'd  want  to  I 
probe  whether  hedge  funds 
have  similar  faults.  Carhart 
once  wrote  that  high  mutual 
fund  expenses  virtually 
guarantee  lagging  returns. 
Alphas  fees:  2%  of  assets  and 
20%  of  profits.  F  | 
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REMEMBER  ME? 


Pray  For 
The 


What's  the  value  of  the  World 
Series?  We  put  it  at  561  million  per 
event  day,  better  than  the  basketball 
finals  but  well  under  footballs  Super 
Bowl.  Our  list  of  the  worlds  most 
valuable  sporting  event  brands, 
below,  ranks  them  by  how  much 
revenue  they  generate  per  day  in 
broadcasting  deals,  sponsorship, 
ticketing  and  licensing  revenue. 

More  than  any  other  event  brand, 
the  World  Series'  success  hinges  on 
the  teams  in  it  The  Boston  Red  Sox 
championship  in  2004,  their  first  in 
86  years,  resulted  in  World  Series 
licensed  merchandise  sales  of  $200 
million,  double  the  amount  of  last 
years  dismal  series  between  the 
Detroit  Tigers  and  the  St  Louis 
Cardinals.  Series  viewership  is 
declining — last  year's  was  the  lowest 
on  record — so  baseballs  owners  will 
be  dreaming  of  what  would  be  a  fall 
classic  the  New  York  Yankees  and 
the  Chicago  Cubs. 

For  more  on  brand  valuations 
of  sports  events,  athletes, 
businesses  and  teams,  visit 
www.forbes.com/  sportsbrands/. 

—  Peter  J.  Schwartz 


RANK  EVENT 

BRAND 
REVENUE1 
(SMIL) 

1 

Super  Bowl 

S336 

2 

Olympic  Games  (Summer)  176 

3 

FIFA  World  Cup 

103 

4 

Daytona  500 

90 

4 

NCAA  Men's  Final  Four 

90 

6 

Olympic  Winter  Games 

82 

7 

Rose  Bowl  Game 

72 

8 

MLB  World  Series 

61 

9 

Kentucky  Derby 

59 

10 

NBA  Finals 

58 

Calculated  per  event  day.  Source  ccbej. 

In  Search  of  a  Legacy 

Presidential  libraries  are  as  American  as  apple  pie — 
but,  hey,  that's  no  reason  former  Mexican  president 
Vicente  Fox  can't  have  one,  too  |  By  Kerry  A.  Dolan 


THE  RETIREMENT  PLANS  OF  FOR- 
mer  U.S.  Presidents  are  dictated  by 
custom:  hit  the  speaking  circuit, 
open  a  presidential  library,  write  a  book. 
And  if  you're  Jimmy  Carter  or  Bill 
Clinton,  remain  on  the  global  scene  with 
a  nonprofit  group  that  aims  to  change 
the  world. 

Not  so  with  our  neighbors  to  the 
south.  Over  the  years  countless  Latin 
American  presidents  have  ended  their 
terms  in  corruption-filled  ignominy  and  in 
some  cases  have  fled  their  homelands  to 
live  in  self-imposed  exile.  Remember  Mex- 
ico's Carlos  Salinas  holing  up  in  Ireland 
and  Peru's  Alberto  Fujimori  hiding  in 
Japan?  Building  a  presidential  library  is 
pretty  much  last  on  their  to-do  list. 

Now  we  have  former  Mexican  presi- 


dent Vicente  Fox,  who  left 
office  late  last  year  on  his 
own  feet.  He's  been  on  the 
speaking  circuit — hitting 
such  esteemed  venues  as 
the  Junior  League  of 
Toledo,  Ohio  and  the  Har- 
lan Hutson  Biz  Talk  con- 
ference in  Visalia,  Calif.— 
to  raise  money  for  a 
presidential  library/think 
tank/cultural  center/uni- 
versity now  under  con- 
struction in  his  home 
town  of  San  Cristobal 
(pop.  2,000).  "The  Fox 
Center  is  a  platform  that 
will  radiate  throughout 
Latin  America,"  Fox 
boasted  to  FORBES  during 
a  recent  visit  to  San  Fran- 
cisco before  a  speaking 
engagement  in  nearby  Wal- 
nut Creek.  And,  of  course, 
the  former  president  (who 
earned  S245,000  a  year  as  president)  has 
penned  a  book,  in  English,  Revolution  of 
Hope,  due  out  early  this  month.  His  stated 
ambition  is  to  spread  the  gospel  of  democ- 
racy, free  markets  and  transparency 
throughout  Latin  America. 

Fox  will  have  to  work  hard  to  put  a 
shiny  gloss  on  his  legacy.  He'll  be  remem- 
bered as  the  ruggedly  handsome  rancher 
turned  Coca-Cola  salesman  who  toppled 
seven  decades  of  rule  by  Mexico's  Institu- 
tional Revolutionary-  Party  when  he  won 
in  2000  as  a  candidate  of  the  center- right 
National  Action  Party.  But  once  in  office, 
"Fox  was  a  disappointment,"  says  Michael 
Shifter  of  the  Inter- American  Dialogue,  a 
think  tank  in  Washington,  D.C.  "There 
wasn't  much  substance  there."  But  at  least 
he's  not  in  hiding.  F 
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Richard  Rosenblatt,  who  sold  MySpace  to  Rupert,  is  a  mogul  on 
the  make.  He's  raised  $320  million  to  build  Demand  Media  into 

the  next  Web  conglomerate. 

By  Erika  Brown 


ATTACH  A  CABLE  TO  RICHARD 
Rosenblatt  and  you  could 
power  a  small  town.  The  38- 
year-old  entrepreneur  juggles 
multiple  phone  calls  con- 
stantly and  can  keep  six  instant  message 
chats  going  at  once.  He  started  his  first  com- 
pany in  college,  launched  five  more  since, 
co-owns  four  nightclubs  and  started  with 
Lance  Armstrong  a  new  juice-drink  com- 
pany. "I  don't  know  how  to  slow  down,  and 
if  1  did,  Id  probably  die,"  says  Rosenblatt. 

Most  of  his  attention  these  days  is  on 
spending  the  $320  million  he  has  raised  to 
build  his  new  company,  Demand  Media, 
into  the  next  online  media  conglomerate. 
The  company's  300  employees  are  in  an 
office  building  four  blocks  from  the  Santa 
Monica  pier.  There's  good  karma.  It's  the 
same  building  where  Rosenblatt  was 
chairman  of  MySpace,  which  he  sold 
along  with  its  parent  company,  Intermix, 
to  News  Corp.  in  2005  for  $650  million. 

Demand  Media  is  becoming  the  Web's 
largest  social  network  of  hobbyist  sites, 
where  professionals  and  amateurs  can 
write  how-to  articles  or  post  explanatory 
videos.  Soon  they  will  share  advertising 
revenue.  If  a  popular  topic  is  missing, 
Demand  will  pay  someone  to  create  a 


video  or  article  about  it.  "There  is  nothing 
else  like  this,"  he  boasts.  "It's  as  big  an  idea 
as  MySpace  ever  was." 

Rosenblatt  has  acquired  50  narrowly 
targeted  sites  such  as  GolfLink.com, 
Airliners.net  and  Trails.com  as  well  as 
general-interest  how-to  sites  Ehow.com 
and  ExpertVillage.com.  The  network 
draws  40  million  unique  visitors  per 
month,  according  to  Google  Analytics. 
(ComScore  Media  Metrix,  which  is  known 
for  its  conservative  definition  of  traffic, 
puts  his  monthly  visitors  at  13.2  million.) 

Demand  also  owns  Enom,  the  world's 
second-largest  domain  registrar  after 
GoDaddy.com,  with  an  inventory  of  9.5 
million  Web  addresses.  Demands  domain 
portfolio  brings  in  another  25  million 
visitors  a  month,  says  Rosenblatt.  Enom 
provided  Demand  with  thousands  of 
"parked  domains,"  generic  destinations 
such  as  translation.com,  gardening.com 
and  maps.com.  Most  of  them  have  noth- 
ing but  ads  and  come  up  only  when 
people  enter  the  site  names  in  a  browsers 
address  bar.  Rosenblatt  plans  to  ship  them 
relevant  articles  and  videos  from  his 
hobby  sites  to  give  visitors  a  reason  to 
stick  around  and  view  more  ads. 

The  money  that  Demand  has  raised  from 


such  firms  as  Oak  Investment  Partners  and 
Goldman  Sachs  puts  it  in  the  Internet  big 
leagues.  Rosenblatts  last  financing  round — 
$100  million  in  mid-September — valued  the 
company  at  $1  billion,  twice  its  value  in 
the  round  prior.  He  expects  to  gross  more 
than  $100  million  this  year,  half  of  it  from 
ads  and  half  from  subscriptions  and  domain 
rentals.  Earnings  before  interest,  taxes  and 
depreciation  could  reach  $30  million. 

Demand's  big  ambitions  are  matched 
by  successful  rivals  everywhere  it  turns. 
Outfits  such  as  Marchex  roll  up,  then  add 
content  to,  parked  domains.  Glam  Media 
has  successfully  aggregated  fashion  blogs 
(FORBES,  Sept.  17).  Ning,  created  by 
Netscape  cofounder  Marc  Andreessen, 
provides  tools  for  people  to  build  social 
networks  around  interests  and  lifestyles 
(e.g.,  Navy  wives).  MySpace  combines 
video  with  social  networking.  About.com 
also  provides  user-generated  how-tos. 

Rosenblatt  has  acquired  most  of 
his  sites  on  the  cheap,  but  you  get  what 
you  pay  for.  Until  Demand  overhauls 
them,  most  of  the  sites  are  nothing  to 
look  at  and  bring  in  fewer  than  a  million 
unique  visitors  a  month.  Ehow,  the 
biggest,  brings  in  3.5  million  visitors 
a  month,  according  to  ComScore  Media, 
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Metrix.  That's  not  even  a  tenth  of  what 
the  New  York  Times  Co.  gets  out  of 
About.com.  Ethan  Hall,  who  runs  opera- 
tions at  Web  retailer  Hustle  Paintball, 
spends  nearly  twice  as  much  on  ad  buys 
at  PBnation.com,  the  number  one  paint- 
ball  fan  site,  as  he  does  on  Demand's 
PBreview.com. 

But  Rosenblatt  has  the  energy  to  take 
on  all  comers.  "People  think  I'm  all  show, 
no  go,"  he  says.  "Throughout  my  career  no 
one  ever  believed  that  what  I  was  working 
on  was  going  to  be  big.  I  have  to  re-prove 
myself  every  time." 

Rosenblatt  grew  up  in  California's  San 
Fernando  Valley,  the  son  of  a  nuclear 
physicist  dad  and  a  professor  mom.  As  an 
undergraduate  at  UCLA  he  started  a  firm 
that  placed  ads  in  small  newspapers.  He 
kept  that  going,  got  married  at  23  and 
indulged  his  parents  by  getting  a  law 
degree  in  1994  at  the  University  of  South- 
ern California.  But  legal  work  bored  him, 
and  he  quit  after  six  months. 

His  father  showed  Rosenblatt  the 
Internet  one  day  in  1994,  and  the  son 
instantly  saw  what  a  great  billboard  it 
would  be.  He  founded  CyberShop,  which 
helped  companies  build  Web  sites.  The 
business  struggled,  and  he  merged  it  in 
1995  with  a  lecture  business.  The  new 
entity,  Imall,  helped  retailers  reach  cus- 
tomers through  the  Web.  It  was  sold  to 
ExciteAtHome  in  1999  for  a  bubble- icious 
$560  million.  (Rosenblatt  owned  10%,  but 
lost  much  of  it  in  the  bust.) 

A  few  months  later  Rosenblatt 
invested  in  a  Web  domain-name  reseller 
called  Great  Domains.  It  was  sold  a  year 
later  to  VeriSign  for  $100  million.  In  Sep- 
tember 2000,  Rosenblatt  took  the  job  of 
interim  chief  at  Drkoop.com,  a  health 
information  Web  site  that  was  losing 
$6  million  a  month.  Bad  career  move. 
Despite  deep  cuts,  the  business  couldn't 
survive  the  tech  recession.  Drkoop  filed 
for  bankruptcy  and  shut  down  in  Decem- 
ber 2001.  "I  was  very  uncomfortable 
doing  anything  big  after  that,"  he  says. 

In  2002  he  opened  a  nightclub  in 
San  Diego  (the  first  of  four,  all  of  them 
named  Air  Conditioned)  and  helped  launch 
a  fantasy  Web  site  called  Superdudes,  a 
social  network  in  which  people  create  car- 
toon avatars.  It  got  1  million  members  in 
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six  months.  In  November  2003  he  got  a  call 
from  a  founder  of  a  group  of  sites  called 
EUniverse  to  take  over  as  chief.  The  com- 
pany was  losing  $4  million  a  quarter  and 
had  delisted  from  Nasdaq.  Still,  Rosenblatt 
wanted  in.  "I  figured,  if  I  fail  again,  I'm  done. 
But  if  I  succeed,  I  can  do  whatever  I  want 
for  the  rest  of  my  career." 

Then-chairman  David  Carlick,  man- 
aging director  at  VantagePoint  Venture 
Partners,  was  sold  on  Rosenblatt.  "The 
world  is  more  charged,  the  sun  is  brighter 
when  he  is  in  the  room,"  he  says.  But  the 
board  was  nervous.  "They  thought  he  was 
a  surface  guy.  They  didn't  think  he  was 
deep  enough  to  be  the  CEO,"  says  Carlick. 
But  he  aced  the  Myers-Briggs  personal- 
ity test  they  made  him  take,  and  he 

"By  the  end  of 
the  meeting  I 
concluded  that 
whatever  he 
wanted  to  do 
next,  I  wanted  to 
back  him/' 

became  chief  in  February  2004.  He 
renamed  the  company  Intermix,  nixed 
half  a  dozen  failing  businesses  and  gave 
MySpace  Chief  Chris  DeWolfe  free  rein 
and  more  resources.  MySpace  grew  from 
1,000,000  members  to  24  million  by 
October  2005,  when  Rosenblatt  sold 
Intermix  to  Fox  for  $650  million — an 
eightfold  increase  from  the  company's 
value  on  day  he  arrived.  Rosenblatt 
walked  off  with  $23  million. 

After  the  sale  Rosenblatt  received  a 
call  from  Shawn  Colo,  a  buyout  investor 
he  had  met  earlier  that  year.  Colo  pitched 
him  his  idea  of  a  roll-up  of  Web  sites  and 
parked  domains.  Rosenblatt  thought  it 
would  be  even  more  explosive  if  they 
added  social  networking,  and  they  started 
looking  for  things  to  buy. 

They  recruited  a  handful  of  executives 
from  Yahoo,  InterActiveCorp  and  Inter- 
mix and  lined  up  two  key  acquisitions: 


Enom  and  Ehow.  They  pitched  their  cre- 
ation to  a  group  of  potential  investors, 
including  Fredric  Harman  at  Oak  Invest- 
ment Partners,  in  May  2006. 

When  Harman  had  met  Rosenblatt 
a  few  months  prior,  "he  came  across  as  a 
slick,  fast-talking  entrepreneur,"  says  Har- 
man. "But  by  the  end  of  the  meeting  I 
concluded  that  whatever  he  wanted  to  do 
next,  I  wanted  to  back  him."  Oak  has  put 
in  a  total  of  $126  million  in  Demand  for 
a  third  of  its  shares. 

Rosenblatt  used  some  of  the  money  to 
buy  back  20  sites  from  Fox,  including 
casual  gaming  networks  Myleague.com, 
Casesladder.com  and  Grab.com,  for  an 
undisclosed  sum.  "They  thought  it  was 
junk,"  he  says,  a  bad  fit  with  MySpace's 
young  audience.  But  by  adding  social- 
networking  tools  like  chat  and  personal 
profiles,  Demand  has  tripled  the  amount 
of  time  users  spend  on  Grab.com,  visited 
mostly  by  women  ages  25  to  55. 

Demand's  size  allows  it  to  get  better 
terms  on  ads  served  up  from  the  likes  of 
Google,  Yahoo  and  Vibrant.  After  Demand 
bought  ExpertVillage.com,  it  tripled  the  rate 
it  gets  on  in-text  ads.  Demand  hired  its  own 
ad  sellers  a  month  ago  who  have  sold  space 
to  the  Texas  state  lottery,  Lions  Gate  Films 
and  Paramount  Vantage. 

The  idea  is  to  share  the  wealth  to  get 
more  people  posting  content.  Demand 
pays  filmmaker  Kyle  Saylors  $300  to  pro- 
duce 1 5  two-minute  clips  on  how  to  win 
beauty  pageants,  perform  motorcycle 
stunts  and  do  magic  tricks.  They  run  on 
ExpertVillage.com.  Saylors  has  made 
more  than  $20,000  from  the  site. 

In  mid-September  Rosenblatt  intro- 
duced Demand  Studios  to  recruit  pro- 
fessional writers  and  filmmakers  like 
Saylor,  and  will  offer  them  a  percentage 
of  Demand's  ad  revenue.  Demand's  engi- 
neers cooked  up  an  algorithm  that  pre- 
dicts which  subjects  will  make  the  most 
money  based  on  the  popularity  of  phrases 
in  search  requests  and  topics  to  which 
advertisers  say  they  want  to  be  linked. 

Maybe  a  tequila  company  will  want  to 
be  adjacent  to  one  of  Rosenblatt's  favorite 
articles  on  Ehow:  his  own  recipe  for  the 
perfect  margarita.  Stop  by  one  of  his  bars 
and  if  you  can  get  him  to  stand  still  long 
enough,  he'll  make  one  for  you.  F 


Digital  Tools  i  Daniel  Lyons 


Zonbu:  It's  geek- 
speak  for  "zero 
maintenance." 


Hassle-Free  PC 


PERSONAL  COMPUTERS  WERE  SUPPOSED  TO  MAKE  OUR 
lives  easier.  Instead,  these  beasts  have  turned  us  all 
into  part-time  IT  administrators,  our  lives  given  over 
to  downloading  upgrades,  installing  patches  and 
updates  and  drivers  and  antispyware,  decrypting  error 
messages  and  screaming  at  stalled  applications.  Enough! 

The  folks  at  Zonbu,  a  tiny  firm  in  Menlo  Park,  Calif.,  think 
they've  produced  the  answer:  a  $99,  2-pound  computer  about 
the  size  of  Apple's  Mac  mini.  It  comes  preloaded  with  a  modi- 
fied version  of  the  free  Linux  operating  system  and  a  set  of  basic 
applications,  none  of  them  from  Microsoft.  There's  no  power- 
gobbling  microprocessor  from  Intel  or  AMD  and  no  optical  or 
hard  drive,  just  4  gigabytes  of  flash  memory  so  you  can  store  a 
few  files  locally.  The  bulk  of  your  files  are  stashed  on  the  Web, 
thanks  to  a  deal  Zonbu  struck  with  Amazon's  S3  online  storage 
service.  The  catch,  if  you  want  to  call  it  that,  is  that  the  $99  price 
requires  you  to  pay  a  monthly  fee  for  support  and  soft- 
ware updates.  The  fee  is  based  on  storage,  ranging  from 
$13  for  25  gigabytes  to  $20  for  100  gigabytes.  Supposedly 


the  lower-power  chip  can  reduce  your  electricity  bill  enough  to 
make  up  for  the  monthly  fees  to  Zonbu.  Remains  to  be  seen. 

Zonbu  is  riding  two  of  tech's  hottest  trends:  open-source  soft- 
ware and  "cloud  computing,"  which  means  running  applications 
over  the  Web  rather  than  locally  on  the  PC.  Most  of  our  time  on 
a  computer  is  spent  on  the  Internet  anyway,  and  the  Web  browser 
has  become  our  most  important  application.  In  this  new  wired 
world  Zonbu  is  all  you  need — just  add  monitor  and  keyboard. 

I've  been  using  a  Zonbu  for  weeks  and  have  been  blown  away. 
It's  fast  and  stable  and  boasts  a  clean,  simple  user  interface.  First 
thing  you  do  when  you  turn  on  the  computer  is  log  on  using 
your  e-mail  address  and  a  password.  From  then  on,  when  you 
save  a  file  it  goes  to  your  documents  folder  just  as  it  would  on 
any  PC.  The  most  recently  opened  documents  are  stored  on 
Zonbu's  flash  memory,  with  everything  else  stored  on  a  remote 
server.  To  fetch  files  later  you  just  open  the  folder  and  click  on 
the  document.  Best  of  all,  if  you're  on  the  road  and  need  that  doc- 
ument or  photo,  you  can  log  on  to  your  Zonbu  account  from  any 

computer  and  get  it.  You  can 


As  a  PC  for  the 
kids,  kitchen  or 
the  weekend 
home,  or  when 
you  just  need 
to  Web-surf, 
Zonbu  is  a  killer 
product. 


easily  store  everything  locally 
by  connecting  an  external  drive 
to  one  of  Zonbu's  six  USB  ports. 

Changing  settings  like  screen 
resolution  or  sound  volume  is  a 
snap.  Setting  up  the  mail  pro- 
gram to  get  messages  from  my 
dot-Mac  account  was  easy  The 
box  has  the  added  benefit  of  not 
needing  antivirus  protection, 
since  virtually  all  viruses  are 
written  for  Windows,  not  Linux. 
Zonbu  uses  a  bunch  of  open- 
source  applications  such  as  the 
Firefox  Web  browser,  Open  Office  (a  free  clone  of  Microsoft 
Office),  an  e-mail  client  called  Evolution,  a  music  player  called 
Banshee  and  a  photo  manager.  You  also  get  the  Skype  Internet 
phone  software,  a  bunch  of  games  and  the  whizziest  desktop  back- 
grounds and  screen  savers  I've  ever  seen,  including  a  giant  ant  with 
a  flashlight  on  its  head.  Zonbu  squeezes  its  operating  system  and 
20  applications  into  a  mere  700  megabytes.  Microsoft's  new  Vista 
operating  system  takes  up  15  gigabytes  of  hard-disk  space. 

Drawbacks?  Well,  my  printer  wouldn't  work,  because  it's  not 
one  of  the  1,500  printers  Zonbu  has  a  driver  for.  Laying  out  a 
hundred  bucks  for  a  new  printer  seems  a  small  price  for  never 
having  to  mess  with  my  computer  ever  again.  And  you're  stuck 
with  the  applications  Zonbu  gives  you.  Again,  a  tradeoff  for  fewer 
hassles.  Zonbu  also  requires  broadband;  dial-up  is  too  slow  for 
its  remote  management  service. 

Zonbu  can't  edit  movies  or  manage  a  big  photo  library,  but  as 
a  second  PC  for  the  kids,  the  kitchen  or  the  weekend  house  where 
you  just  need  to  browse  the  Web,  it's  a  killer  product.  F 


Forbes 


Daniel  Lyons  (dlyons@forbes.com)  writes  the  Secret  Diary  of 
Steve  Jobs  at  fakesteve.blogspot.com.  His  novel,  Options, 
will  be  out  Nov.  1 . 
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Sometimes  books  do  get  judged  by  their  covers. 
With  a  color  printer  from  CDW,  you'll  get  rave  reviews. 
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HP  Color  LaserJet"  2600n  Printer 
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With  color  access  control' 

HP  Color  LaserJet9  CP3505  Printer 

Network-ready,  workgroup  color 
laser  printer 

Print  speed:  up  to  8  ppm  black  and  color 
Print  resolution:  600  x  600  dpi  with  HP 
ImageREt  2400 

Duty  cycle:  35,000  pages  per  month 
USB  2.0  and  Ethernet  ports 


NetWork-ready,  color  laser  printer 
Print  speed:  up  to  17  ppm  black  and  color 
Print  resolution:  600  x  600  dpi  with  HP 
ImageREt  3600 

Duty  cycle:  50,000  pages  per  month 
USB  2.0  and  Ethernet  ports 


Network-ready,  color  laser  printer 
Print  speed:  up  to  22  ppm  black  and  color 
Print  resolution:  600  x  600  dpi  with  HP 
ImageREt  3600 

Duty  cycle:  65,000  pages  per  month 
USB  2.0  and  Ethernet  ports 
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e're  there  with  the  printing  solutions  you  need. 

?se  days,  color  printing  is  a  necessity.  That's  because  color  documents  not  only  look  more  professional, 
;y're  also  better  at  getting  noticed.  At  CDW,  we're  there  when  you  want  to  grasp  your  customers' 
ention  with  a  wide  selection  of  affordable  color  printers.  We'll  help  you  find  one  that  fits  your  printing 
5ds  and  your  budget,  and  then  we'll  deliver  it  to  you  fast.  So  call  now,  a  world  of  color  is  just  a  call  away. 

CDW.com  I  800.399.4CDW 


Price  reflects  $1 50  instant  savings;  call  your  CDW  account  manager 
color  access  control  helps  you  manage  color  printing  usage;  with  it.  you  can  enable  or  disable  cplor  printing  by  individual  users  or 
ps,  or  you  can  disable  it  entirely.  Offer  subject  to  CDW's  standard  terms  and  conditions  of  sale,  available  at  CDW.com.  ©2007  CDW  Corporation 
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THE  DOLLAR  IS  IN  SAD  SHAPE, 
sliding  29%  over  the  past  five 
years  against  the  euro.  Ameri- 
can tourists,  especially  to 
Europe,  are  aghast.  That  crois- 
sant and  espresso  on  the  Champs-Elysees 
cost  them  dearly. 

A  bearish  outlook  on  the  greenback 
seems  to  make  sense.  Forecasts  of  an 
economic  slowdown  in  America  have 
spooked  currency  traders  about  the  health 
of  the  dollar.  So  has  the  huge  level  of 
the  nations  consumer  debt.  Paralleling  the 
spendthrift  habits  of  the  consumer  is 
the  indebtedness  of  the  economy  to  foreign 
lenders:  The  huge  current  accounts  deficit, 
5.5%  of  gross  domestic  product,  represents 
money  borrowed  abroad  to  pay  for  spend- 
ing (and  capital  investment)  in  excess  of 
American  economic  output. 

The  Federal  Reserve  in  mid-Septem- 
ber cut  short-term  interest  rates  by  half  a 
point  to  4.75%  to  aid  frozen  credit  mar- 
kets, and  that  has  rendered  U.S.  fixed- 
income  securities — and  the  dollars  they're 
denominated  in — even  less  attractive. 
Some  countries,  such  as  Kuwait,  are  drop- 
ping their  peg  to  the  dollar. 

Is  the  dollar  on  a  one-way  ride  to  the 
dungeon?  Not  according  to  Mark  Farring- 
ton,  global  head  of  currency  management 
at  Principal  Global  Investors  in  London, 
which  runs  money  for  big  institutions. 
The  dollar's  decline  is  cyclical,  not  struc- 
tural, says  Farrington.  He  predicts  a  dollar 
rally  in  2008.  If  so,  a  bullish  take  on  the 
buck  would  be  lucrative. 

Farrington,  46,  is  the  resident  contrar- 
ian on  financial  panels,  where  the  conven- 
tional wisdom  is  that  the  U.S.  currency 
will  stay  weak.  "There's  no  structural 
house  of  cards  in  the  U.S.  that's  about  to 
fall  over,"  he  insists.  His  optimism  rests  on 
his  belief  in  a  U.S.  economy,  at  $13  trillion 
the  world's  largest  by  far  and  the  most 
flexible,  will  always  have  a  currency  that 
others  will  want.  What  will  turn  the  trend 
next  year  is  the  nation's  continued  expan- 
sion and  an  improved  trade  deficit,  con- 
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Is  the  dollar  going  to 
be  weak  forever? 
Of  course  not. 

Mark  Farrington  says 
now  is  the  time  to  buy. 
By  Alex  Davidson 
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trary  to  the  baleful  signals  everyone  seems 
to  be  heeding  (see  story,  p.  36).  The  slow- 
down in  housing  investment  and  the  sub- 
prime  mess  will  soon  be  over,  he  thinks. 

Tellingly,  central  banks  still  invest 
heavily  in  dollar-linked  securities,  particu- 
larly Treasurys.  Right  now  65%  of  the 
world's  reserves  are  held  in  dollars,  with 


30%  in  euros  and  5%  in  other  currencies, 
The  U.S.  used  to  have  80%  before  the  euro 
debuted  in  the  late  1990s,  but  Farrington 
doubts  present  levels  will  change  much. 

Much  of  the  dollar's  distress  has  been 
at  the  hands  of  the  euro  and  the  pound.  A 
key  factor  in  the  dollar's  decline  is  com- 
parative rates.  Time  was  when  a  British 
pound  was  worth  $1.50.  Today  it  is  an 
onerous  (for  Americans)  $2.  The  Bank  ol 
England  has  been  more  of  an  inflation 
hawk  than  the  Federal  Reserve,  and  its 
short-term  rate  is  5.75%.  So  long  as  the 
pound  holds  firm  at  $2,  a  speculator  could 
make  money  borrowing  dollars  at  low 
U.S.  interest  rates,  dumping  them  in  favoi 
of  pounds  and  investing  those  at  highei 
rates.  Carry  trades  like  this  keep  the  dollar 
depressed  and  the  pound  propped  up.  Bui 
the  day  could  come  when  such  specula 
tors  reverse  course,  exiting  pounds  and 
rushing  to  buy  dollars  in  order  to  repay 
their  dollar  loans. 

The  European  Central  Bank  has  kepi 
its  rates  lower  than  American  ones,  at  4% 
But  the  perception  is  that  the  ECB  tilt! 
toward  tightening,  while  the  Fed  has  2 
tendency  to  balm  any  U.S.  financial  woes 
with  a  quick  rate  cut.  Japan,  with  low  rate 
and  a  massive  trade  surplus  versus  the 
U.S.,  nevertheless  has  seen  the  yen  weaker 
against  the  dollar. 

Farrington  expects  the  dollar  tc 
strengthen  against  the  euro  soon  and 
even  more  against  the  yen.  He  estimates 
the  dollar  will  steadily  whittle  away  at  the 
euro's  current  (1.40  to  the  dollar)  conver- 
sion rate  and  will  be  worth  1.30  by  year- 
end  and  1.25  by  December  2008.  One 
factor,  he  says:  The  ECB  will  end  its  tight- 
ening bias  by  next  summer.  Another:  The 
Fed  will  by  late  2008  resume  hiking  rates 
because  of  a  robust  labor  market  and 
inflation  worries. 

If  you  accept  Farrington's  thesis,  ther 
you  have  several  ways  of  betting  on  a  dol- 
lar recovery:  currency  futures  contracts 
mutual  funds  and  exchange-traded  funds 
(see  table,  p.  59).  Futures,  of  course,  are  a 
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Foreign  Exchange  Made  Easy 


This  trio  of  mutual  and  exchange-traded  funds  make  currency  investments  less 
risky  than  playing  in  the  treacherous  futures  market. 


FUND 

ANNUAL 
EXPENSES 
PER  $100 

TOTAL  RETURN 
SINCE 
INCEPTION 

INCEPTION 
DATE 

PowerShares  DB  US  Dollar  Bullish 

$0.50 

-1.0% 

2/20/07 

ProFunds  Rising  US  Dollar-lnv 

1.55 

2.5 

2/17/05 

Rydex  Strengthening  Dollar  2x  Strategy-H 

1.66 

-0.2 

5/25/05 

Source:  Morningstar. 
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dangerous  game.  Institutions  have  far 
greater  resources  to  play  it  than  you  do. 
Currencies  trade  around  the  clock,  and 
they  can  be  very  volatile.  "I  don't  think 
most  retail  investors  can  get  in  on  that 
level  of  sophistication,"  warns  Farrington. 

On  the  Chicago  Mercantile  Exchange 
the  minimum  contract  size  for  a  pound- 


dollar  future  is  £62,500.  If  you  are  bullish 
on  dollars  in  this  market,  you  are  bearish 
on  pounds.  Say  the  pound  future  for 
December  is  quoted  at  $2.00.  Short  that 
and  you  make  $6.25  per  contract  for  every 
Vioo  of  a  cent  less  than  $1.99  the  pound  is 
quoted  at  next  December.  The  December 
futures  market  has  the  euro  at  $1.41. 


You  have  to  put  down  margin  of  a 
minimum  1%  to  3%  of  the  contract  value, 
and  the  broker  will  probably  insist  that 
you  deposit  that  amount  in  cash  so  he  can 
pocket  the  interest  on  it.  But  the  margin 
you  put  down  can  be  in  the  form  of  Trea- 
sury bills,  so  you  get  the  interest.  Com- 
missions run  around  $50  for  a  round-trip 
trade  at  a  full-service  broker  and  $25  at  a 
discount  broker.  Futures  are  taxed  oddly: 
No  matter  how  long  you  hold  your  posi- 
tions, they  are  treated  as  60%  long  term 
(thus  getting  taxed  at  a  mere  15%)  and 
40%  short  term  (taxed  up  to  35%). 

If  you  engage  a  broker,  make  sure  he  is 
legit.  Check  with  the  National  Futures 
Association  to  see  that  the  broker  is  regis- 
tered with  the  Commodity  Futures  Trad- 
ing Commission.  In  2005  the  CFTC  and 
the  California  Corporation  Commission 
broke  up  a  Forex  scam  that  had  netted 
$2  million  from  unsuspecting  chumps. 

In  lieu  of  making  rifle-shot  bets 
against  the  pound  or  the  euro  using  a 
Chicago  Merc  contract,  you  could  go  long 
the  U.S.  Dollar  Index,  available  from  the 
ICE  Futures  U.S.  This  basket  reflects  the 
strength  of  the  dollar  against  six  curren- 
cies— the  euro,  the  pound,  the  yen,  the 
Swedish  krona,  the  Swiss  franc  and  the 
Canadian  dollar.  Right  now  the  index 
rests  at  79,  meaning  a  contract  size  of 
$79,000.  Six  years  ago,  when  the  dollar 
was  riding  high,  it  was  116. 

A  safer  way  is  to  invest  in  currency 
mutual  funds.  There's  a  cost.  The  Rydex 
Strengthening  Dollar  fund  charges  a 
yearly  fee  of  1.66%  to  make  a  bullish  play 
on  the  buck.  Less  costly  alternatives  are 
the  Forex  exchange-traded  funds.  Those 
that  have  gotten  a  lot  of  attention  are  the 
PowerShares  DB  U.S.  Dollar  Bullish  Fund 
and  the  PowerShares  DB  U.S.  Dollar  Bear- 
ish Fund.  Both  track  indexes  that  the  Ger- 
man bank  maintains.  The  ETFs  charge  a 
mere  0.5%  of  assets  yearly. 

If  you  already  own  a  foreign  stock 
fund  that  does  not  hedge  away  its  foreign- 
currency  risk  (such  as  Harbor  Interna- 
tional), sell  it  and  switch  to  a  foreign  stock 
fund  that  does  hedge  (like  Pioneer  Inter- 
national Equity- A).  With  Pioneer,  you 
own  shares  of  companies  like  Toyota 
Motor  and  Royal  Dutch  Shell,  plus  poten- 
tially a  short  position  in  euros,  too.  F 
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STOCK  FOCUS 


Financially 
Speaking 

The  subprime  mess  has 
hurt  all  financial  stocks, 
indiscriminately.  John 
Maloney  discriminates. 
By  Phyllis  Berman 


JOHN  MALONEY  KNOWS  ABOUT 
financial  companies.  He  runs  one, 
M&R  Capital  Management, 
which  manages  $600  million  in 
assets  for  institutions  and  rich 
folks.  His  value-oriented  firm  spots  great 
buys  in  financials,  beaten  down  by  the 
subprime  mortgage  crisis,  both  in  the  U.S. 
and  abroad  (see  table).  Although  the 
Federal  Reserve's  rate  cut  has  helped 
financials,  suspicions  about  them  linger. 

At  54,  with  a  long  history  as  a  banker 
(Marine  Midland)  and  money  manager 
(Bache),  he's  picky  about  what  he  wants  in 
the  financial  realm.  One  client  asked  him 
about  Bear  Stearns,  which  had  sponsored 
two  hedge  funds  sunk  by  a  deadweight 
load  of  subprime  loans.  Partly  as  a  result, 
Bear  saw  earnings  dive  61%  in  the  third 
quarter.  But  Bear  isn't  about  to  go  bust,  so 
it  sounds  like  a  great  value  play. 

Maloney,  though,  feels  Credit  Suisse  is 
a  better  bet  and  is  cheap  with  a  trailing 
price/earnings  ratio  of  just  9,  comparable 
with  Bear's.  While  neither  firm  has  signif- 
icant exposure  to  subprime  loans  (the 
hedge  funds  were  off  Bear's  books),  the 
bigger  Swiss  bank  is  less  risk-laden. 
Besides,  Credit  Suisse  has  a  stronger  asset- 
management  operation,  which  accounts 
for  40%  of  its  profits.  This  is  a  steady,  fee- 
fed  business.  "Your  money  is  being  put  to 
better  use"  at  Credit  Suisse,  he  told  a  client 
who  begged  him  to  look  at  Bear. 

Another  undervalued  financial  Mai- 


The  Pick  of  the  Money  Guy 


Most  financial  services  firms  have  cheap  stock,  and  Maloney 
likes  these  for  that  and  for  their  operational  prowess. 

COMPANY 

PRICE 

52-WEEK 
RECENT  HIGH 

LAST  12 
MONTHS 
P/E 

American  International  Group 

$67.56  $72.97 

"iri 

Bank  of  New  York  Mellon 

44.75  46.93 

21 

Credit  Suisse  (ADR) 

66.78  79.29 

9 

National  Bank  of  Greece  (ADR) 

12.67  12.79 

18 

Shinhan  Financial  (ADR) 

125.45  148.99 

15 

Uniao  de  Bancos  Brasileiros  (ADR) 

122.62  132.98 

35 

Prices  as  of  Sept.  19.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 

oney  likes  is  American  International 
Group,  the  insurer  and  financial  services 
outfit.  A  blowout  earnings  report  for  the 
most  recent  quarter,  announced  in 
August,  has  helped  the  stock  lately,  yet  its 
11  P/E  means  it  remains  a  bargain. 
Maloney 's  worst  nightmare  scenario  for 
AIG — meltdowns  in  its  real  estate  invest- 
ments and  lending — would  shave  just  13 
cents  off  its  expected  2007  earnings  of  $7 
per  share. 

The  July  merger  of  Bank  of  New  York  and 
Mellon  Financial  created  a  powerhouse  in 
asset  management  and  custody  services  for 
institutions.  The  new  entity  has  a  substan- 
tial global  presence  now,  and  international 
could  generate  half  its  revenue  in  five  years 
or  so,  up  from  one-quarter  now.  Subprime 
dealings  are  minimal,  and  so  is  its  exposure 
to  conduits,  which  are  affiliated  investment 


vehicles  funded  by 
commercial  paper 
short-term  debt  that's 
in  the  dumper  nowa 
days.  According  to 
Maloney,  a  2%  default 
on  conduits  for  the 
new  Bank  of  New 
York  Mellon  would 
slice  a  mere  4  cents 
from  its  projected  2007 
earnings  per  share  of 
$2.57,  while  rival  State 
Street  would  lose 
89  cents  on  its  $3.93. 
Back  in  his  Marine  Midland  days  Mal- 
oney oversaw  lending  to  Latin  America. 
Among  his  favorites  there  these  days  is 
Uniao  de  Bancos  Brasileiros,  known  as  Uni- 
banco — Brazil's  fifth-largest  bank,  with  $70 
billion  in  assets.  The  P/E  of  35  hardly  makes 
the  bank  seem  a  value  investment.  Yet  with 
Brazil's  burgeoning  middle  class  and  its  re- 
tail focus,  Unibanco's  earnings  growth  is 
speedy,  up  54%  in  this  year's  first  half.  Given 
Brazil's  past  monetary  and  economic  tumult, 
the  bank  shields  its  lending  growth  by  keep- 
ing provision  for  loan  losses  at  127%  of  loan 
writeoffs. 

Maloney  also  is  a  fan  of  Shinhan 
Financial,  South  Korea's  second-largest 
bank  (behind  Kookmin)  but  its  most 
profitable  lender.  Shinhan  has  the  most 
corporate  business  and  also  just  took  over 
the  nation's  largest  credit-card  issuer.  F 
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We  traded  more  shares1  than  anyone 
last  year  and  never  lost  sight  of  the 
most  important  trade.  Yours. 


With  UBS— the  #1  share  trader  across  the  NYSE  and  NASDAQ  combined— 
you'll  access  unsurpassed  liquidity.  Whether  seeking  our  electronic  trading 
services  or  our  expertise  in  handling  complex  block  orders,  we  have  the  right 
combination  of  liquidity,  automation  and  insight  to  provide  value-added, 
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Acts 


ENTREPRENEURS  WHO  OVERCOME  THEIR  BIGGEST  CHALLENGES 


Clean  Scrub 

Mark  Constantine's  earlier  cosmetics  company  blew  up.  His  latest  effort  is  a 

smash  |  By  Richard  C.  Morais 


THE  DOOR  OF  THE  LUSH  SHOP 
on  Philadelphia's  Walnut  Street 
swings  open  and  shoots  a  blast 
of  intoxicating  soap  scents. 
Inside,  wheels  of  handmade 
honey  and  lavender  soaps,  tubs  of  cocoa 
butter  moisturizers  and  fizzy  bath  bombs 
are  displayed  raw  in  baskets  as  if  at  a 
farmers  market.  Soap  is  cut  at  the 
counter  like  wedges  of  cheese,  m 
then  wrapped  deli-style  in  f 
waxed  paper.  "Smell  this,"  offers 
a  tattooed  saleswoman.  "Its  got  »| 
real  chocolate  in  it." 

Lush  is  a  funky  cosmetics  maker 
and  retailer  founded  a  dozen  years  ago 
in  Poole,  England  by  Mark  Constantine, 
now  55.  Privately  held  Lush  is  something 
of  a  knockoff  of  the  Body  Shop  (a 
giant  chain  now  owned  by 
L'Oreal)  and  has  created 
quite  a  lather  of  its  own:  In 
the  fiscal  year  ended  June 
30,  462  Lush  stores  in  46 
countries  had  combined 
revenue  of  $292  million, 
up  28%  over  fiscal  2006; 
licensees  produced  only 
$25  million  of  those  sales. 
Constantine's  success 
hangs  on  two  things.  First, 
he  spends  almost  nothing 
on  advertising.  He  relies, 
instead,  on  enthusiastic 
(and  celebrity)  customers 
to  do  his  marketing,  while 
creating  constant  demand 
by  dropping  one-third  of  his  prod- 
ucts every  year,  subbing  wacky  new 
launches  like  shower  jellies  and  body 
butters.  Second,  he  and  his  partners 


have  learned  to  keep  control  of  the  business — 
from  financing  to  formulas  and  stores. 

Tough  lessons  to  learn.  Constantine's 
earlier  business,  Cosmetics  To  Go,  was  a 
series  of  stumbles,  despite  previous  years  of 
traveling  along  the  road  of  hard  knocks. 
Thrown  out  of  his  house,  at  age  16, 
by  his  mother  and  stepfather,  he 
lived  for  a  while  in  the  woods 
before  moving  to  London 
to  learn  the  trade.  Dur- 
ing an  early  job  at  one 
renowned  cosmetics 
retailer  in  the  1970s 
(where  David  Bowie 
came  in  for  his 
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Ziggy  Stardust  makeup)  male  bosses  chased 
him  around  the  furniture.  "The  sexual  harass- 
ment was  constant,"  he  recalls.  "Under  the 
table,  in  the  elevators.  I  left  when  I  realized 
that  was  why  they  hired  me."  After  a  spell  at 
a  Knightsbridge  salon  and  a  trade  school  in 
Brixton,  he  moved  back  to  Poole  to  raise  a 
family  and  try  his  hand  as  a  freelance  creator 
of  cosmetics. 

Constantine  had  trouble  paying  his  heat- 
ing bills  and  scraping  together  train  fare  for 
meetings,  until  he  read  a  short  clip  about 
Anita  Roddick  and  her  vegetarian-friendly 
store,  the  Body  Shop.  Constantine  sent  her 
some  work,  including  a  shampoo  that  "looked 
like  poo,"  and  she  promptly  gave  him  an  order. 
Dame  Anita,  who  died  last  month,  had  only 
two  stores  at  the  time,  but  for  the  next  1 5  years 
Constantine  created  a  string  of  bestsellers 
for  her  fast-growing  chain.  In 
1991,  however,  Roddick 
insisted  the  Body  Shop 
had   to   own  the 
intellectual  property 
for  its  products. 
So  she  bought 
Constantine's 
company  for  $17 
million,  paid  in 
three  tranches, 
and  got  him  to 
sign  a  three-year 
noncompete 
agreement. 
With  his  hands 
thus  tied,  Constantine 
and  his  wife,  Margaret,  reinvested  every- 
thing in  a  direct  mail  startup,  Cosmetics 
To  Go.  His  limits  as  a  businessman  quickly 
became  apparent.  He  priced  the  products 
too  cheaply,  underestimating  the  cost  of  the 
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customer  service  in  the  back  room,  but  by 
the  time  he  realized  his  error,  it  was  too  late. 
Cosmetics  To  Go  filed  for  bankruptcy  in 
1994.  "With  every  order,  we  lost  money'  he 
says.  Worse  yet:  Constantine  never  saw  the 
final  $6  million  payment  from  the  Body 
Shop;  the  company  receiver  took  it  all.  He 
and  his  wife  were  left  with  a  tiny  shop  in  Poole 
and  the  stock  on  the  shelves.  They  had  three 
young  children  and  mortgages  totaling 
$600,000. 

But  just  then  Constantine's  unusual 
products  caught  the  eye  of  Andrew  Gerrie, 
a  New  Zealander  in  London  working  in  real 
estate  and  hungry  for  new  opportunities.  Ger- 
rie and  Constantine:  like  chalk  and  cheese, 
as  the  Brits  say.  Constantine  tapes  birdcalls, 
hectors  on  the  environment  and  cycles  to 
work.  Gerrie  is  a  triathlon  athlete  who 
drives  a  gas-guzzling  Jaguar  E-Type.  But  Con- 
stantine wasn't  going  it  alone.  "I  never 
wanted  to  be  in  the  dark  again  without  the 
proper  finance  guys,"  he  says.  "You  have  to 
have  a  little  muscle  behind  you."  In  1994  Ger- 
rie and  his  partner  paid  $300,000  for  30%  of 
the  Constantines'  holding  company.  Their 
first  store  in  London  quickly  became  a  cult 
success,  but  they  still  needed  capital  to  ex- 
pand in  the  U.K.  and  abroad.  Instead  of  sell- 
ing more  shares  in  the  holding  company,  Ger- 
rie cleverly  created  a  subsidiary  for  the  British 
retail  operations,  then  sold  U.K.  investors  a 
minority  position,  for  $1  million,  in  that 
company  only. 

Constantine  won't  disclose  profits,  but  his 
margins  are  likely  near  the  top  in  his  indus- 
try. Reason:  Cosmetic  firms'  biggest  costs  are 
typically  found  in  eye-catching  pack  -  ngand 


 1 
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ting  the  word  out,  Lush  relies  on  roughl) 
14,000  somewhat  obsessed  customers  to  dis' 
sect  its  products  on  the  company  Web 
"forum."  Constantine  routinely  taps  these  soaf 
junkies  to  descend  on  UK  stores  as  clandes 
tine  inspectors  who  then  file  reports.  (They're 
paid  in  gift  certificates.)  Stores  can  break  ever 
in  as  little  as  three  months.  That,  plus  a  littk 
financial  engineering,  has  allowed  Lush  tc 
enlarge  its  footprint  over  the  last  decade. 

Despite  all  the  growth,  debt  is  close  to  zerc 
thanks  to  the  company's  habit  of  acquiring 
capital  by  selling  minority  stakes  in  regiona 
subsidiaries.  Example:  Gerrie  sold  47%  of  thi 
Canadian  operations  to  Mark  and  Karer 
Wolverton.  Mark  is  a  scion  of  the  family  tha 


More  like  candy  than  soap:  Lush  products 
are  handmade  and  environmentally  friendly. 

ad  campaigns— and  Lush  shuns  both.  Work- 
ers packing  cartons  for  shipment  to  the  stores 
don't  use  Styrofoam  fillers  to  prevent  bottles 
from  rolling  around  but  environmentally 
friendly  and  cost-effective  popcorn.  As  for  get- 


owns  Wolverton  Securities,  a  large  brokerag 
in  Vancouver,  B.C.  The  Vancouver  couple  in 
vested  $260,000  in  Lush  Canada;  Wolverto 
was  made  North  Americas  chief  executiv< 
When  Lush  USA  was  launched  in  2002,  wit 
a  modest  $300,000  in  startup  capital,  the  Cor 
stantines'  holding  company  owned  51%,  th 
Wolvertons  40%,  and  eight  UK  investors  th 
remainder.  As  the  U.S.  stores  quickly  becam 
cash-positive,  Lush  UK  invested  an  addition; 
$2.6  million,  and  the  Wolvertons  chipped  i 
another  $2  million  to  quicken  the  pace  of  e> 
pansion.  Stores  are  now  opening  at  the  ral 
of  three  a  month  on  prime  real  estate  fror 
New  York  City  to  Santa  Monica,  Calif,  as  Lus 
pushes  to  reach  102  outlets  in  North  Amei 
ica  by  year's  end. 

"The  key'  says  Constantine:  "Don't  gfv 
investors  an  exit  you're  not  in  charge  of  I 
fact,  don't  let  them  corner  square  one.  I 
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"J/r.  Briggs,  I  bought  a  set  of ADVAN  tires  just  like  the  ones  you  have!" 


When  it  comes  to  luxury  performance  cars,  people  who  know  are  stepping  up 
to  quiet,  smooth-riding,  Yokohama  ADVAN  tires.  We  guarantee  you'll  love  them. 

Please  call  the  ADVAN  Premium  Service  Team  at  877-ADVAN77  to  find  out 
more  or  visit  us  now  at  yokohamatire.com/advan. 


^YOKOHAMA 


CHINA  PLAY 


Best  Buy's  Art  of  War 

A  consumer  electronics  leader  begins  to  draft  domestic 
store  brands  for  a  Chinese  offensive  By  Russell  Flannery 


B 


EST  BUY  OPENED  ITS  FIRST 
store  in  China  earlier  this  year 
with  great  fanfare.  Situated  in 
the  heart  of  the  busiest  shop- 
ping district  in  Shanghai,  the 
popular  store  is  jammed  with  well-heeled 
customers  who  want  the  newest  electronic 
gadgets.  They  like  the  company's  trade- 
mark in-store  displays  that  make  it  easy 
for  shoppers  to  compare  prices  of  differ- 
ent brands.  Electronics  makers  are  excited, 
too:  Last  month  Panasonic  launched  a 
103-inch  plasma  TV  in  the  Chinese  mar- 
ket, exclusively  with  Best  Buy  in  Shanghai. 
The  store,  Best  Buy's  first  outside  North 
America  and,  at  more  than  80,000  square 
feet,  its  largest  anywhere,  is  already  one  of 
its  top  50  revenue  spinners. 

Despite  its  early  success  the  Minneapo- 
lis chain  isn't  rushing  to  put  a  Best  Buy  store 
in  every  big  city  in  China.  Redmond  Yeung, 
president  and  chief  operating  officer  of  Best 
Buy  China  &  Asia- Pacific,  instead  has  been 
eyeing  the  purchase  of  Chinese  retailers.  Best 
Buy,  which  has  succeeded  in  the  US.  in  part 
by  tailoring  its  stores  to  match  the  needs 
of  each  city's  shoppers,  aims  to  take  over 
successful  Chinese  chains  with  a  strong  pres- 
ence and  loyal  customers  in  the  towns  and 
cities  where  they  operate.  The  acquirees  will 
keep  their  names  but  get  some  sprucing 
up  from  the  retailing  giant.  "I  believe  brands 
are  going  to  be  differentiated  by  the  target 
audience,"  says  Yeung. 

This  is  evidendy  not  a  company  content 
to  slowly  expand  from  within.  Best  Buy's 
U.S.  operations  last  year  expanded  beyond 
the  usual  electronics-and-appliance  blend 
by  buying  Pacific  Sales  Kitchen  &  Bath 


Centers  of  California  for  $410  million. 

Best  Buy  last  year  paid  $180  million  for 
a  75%  stake  in  Jiangsu  Five  Star  Appliance. 
This  is  China's  third-largest  electronics  and 
appliance  chain,  with  140  stores  mostiy  in 
fast-growing  second-tier  cities  in  seven 
provinces.  Five  Star's  sales  last  year  grew 
22%  to  $2.4  billion,  outpacing  even  the 
feverish  growth  in  the  economy  (retail 
spending  in  China  rose  17%  in  August 
from  a  year  earlier).  But  there  are  chal- 
lenges. Two  publicly  held  Chinese  rivals, 
Gome  Electrical  Appliances,  the  country's 
largest  domestic  electronics  retailer,  with 
684  shops,  and  Suning  Appliance  have 
saturated  many  of  the  country's  largest 
cities  over  the  past  few  years.  Today  they 
compete  with  the  largest  government 
chains  and  in  some  cities  enjoy  a  combined 
market  share  topping  70%. 

Suning's  market  cap  at  $13  billion  is 
already  60%  of  Best  Buy's;  Gome's  is  a 
quarter.  The  bosses  of  both  are  billion- 
aires. Fueled  by  access  to  stock  markets, 
consolidation  of  the  fragmented  con- 
sumer electronics  industry  has  been  brisk. 
Gome  bought  the  number  three  company, 
China  Paradise,  last  year  for  an  electron- 
ics industry  record  of  $677  million. 

Best  Buy,  founded  in  1966  as  Sound  of 
Music,  has  tried  out  its  Chinese  strategy  in 
Canada  through  an  acquisition  of  electron- 
ics chain  Future  Shop  in  2001.  "Going  head- 
to-head  with  the  Chinese  leaders  store  by 
store  would  be  very  tough,"  says  Brenda  Lee, 
who  covers  retail  stocks  at  Daiwa  Securities 
in  Shanghai.  "They  are  going  to  have  to  be 
creative,  and  it  could  take  a  while." 

But  red  tape  can  drag  out  the  time  it 


takes  Best  Buy  to  open  a  store  to  at  least  six 
months;  land  acquisition  in  big  cities  is  often 
difficult,  too.  Electronics  vendors  that  have 
built  up  close  ties  to  Suning  and  Gome  aren'l 
likely  to  cut  Best  Buy  much  slack  on  pric- 
ing versus  their  longer-term  customers. 
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Its  customer  focus  and  knowledge  of 
local  markets  could  give  Best  Buy  a  boost. 
At  Five  Star  Yeung  aims  to  boost  the  store 
and  sales  count  by  20%  to  30%  a  year  for 
the  next  five  years.  Five  Star  founder  Wang 
Jianguo  says  he  sold  his  company  to  Best  Buy 
after  having  trouble  getting  permission 
from  Chinas  government  to  list  his  relatively 
small  company  abroad.  "Our  [small]  scale 
was  becoming  a  bottleneck  to  development," 
he  says.  Best  Buy  expressed  interest  in 
investing,  and  Wang  decided  to  bet  on  its 
management  strengths. 

Today  a  senior  vice  president  at  Best 
Buy  in  China,  Wang  continues  to  run  Five 
Star  from  Nanjing,  speaking  by  phone  daily 
with  Yeung.  The  two,  180  miles  apart,  try 
to  meet  once  a  week.  Five  Star  already  has 
made  inroads  into  fast-growing  provinces 
like  Zhejiang  and  Jiangsu,  near  Shanghai. 
That  provides  Best  Buy  with  ready  market 
research,  Yeung  says.  Whereas  Best  Buy  will 


focus  on  "the  latest  and  the  best,"  Five  Star 
will  continue  to  feature  appliances  and 
white  goods.  "We're  going  to  differentiate 
the  two  brands,"  Yeung  said. 

Even  so,  Best  Buy  wants  to  transfer  to 
Five  Star  some  of  the  principles  that  have 
made  it  so  successful  at  home.  It  has  remod- 
eled three  stores  that  include  sales  desks  that 
offer  one-on-ones  to  work  with  customers 
who  want  advice  on  buying  several  home 
items,  not  just  one.  It  is  also  working  to 
upgrade  product  mixes  that  lead  to  better 
profitability  and  sales  for  individual  stores. 
"That  is  where  you  make  your  money'  says 
Yeung,  a  Shanghai  native  who  joined  Best 
Buy  from  Ports  International,  an  apparel 
retailer  that  sells  homegrown  brands  to 
well-to-do  shoppers  in  China. 

Still,  Five  Star's  stores  look  modest  by 
Best  Buy  standards.  Its  store  signs  in  Wuxi 

"Nothing  will  stop  us":  Redmond  Yeung, 
president  of  Best  Buy  China  &  Asia-Pacific. 


(near  Shanghai)  call  out  in  strained  English, 
"Improve  life  quality,  create  social  value."  The 
store  lets  manufacturers  group  their  wares 
in  one  display  stand;  aisles  are  lined  by  small 
booths  of  different  brands,  each  with  a  sales- 
person pitching  only  that  label.  Best  Buy 
typically  pits  the  various  brands  against  one 
another  with  big  price  tags.  Salespeople  get 
commissions  on  whatever  they  sell.  "They 
are  not  pushing  any  particular  brand,  even 
if  the  manufacturers  don't  like  it,"  says  Yeung, 
who  is  considering  opening  an  academy  to 
train  retail  managers. 

To  bridge  the  two  worlds,  Best  Buy  is 
working  on  training  staff  through 
exchanges  between  Best  Buy  and  Five  Star. 
"We  don't  have  competitors  like  we  do  in 
Canada  or  the  U.S.  that  we  can  draw 
expertise  or  resources  from,"  Yeung  says. 
"In  China  you  have  to  create  things  from 
nothing,  and  if  you  want  something,  you 
have  to  make  it  yourself"  F 
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HEN  EDWARD  WAT- 
son  found  a  black 
spot  on  his  left  fore- 
arm in  May  2004,  the 
physician,  then  39 
years  old,  realized  that  it  was  the  return 
of  the  melanoma  that  he  had  previously 
been  treated  for.  This  time  it  was  beyond 
a  skin  cancer.  Tumors  had  spread  to  his 
back,  spine,  adrenal  gland,  lung,  ribs, 
pelvis  and  both  hips.  He  took  a  positron 
emission  scan,  and,  he  says,  "I  lit  up  like  a 
Christmas  tree."  His  surgeon  gently  told 
him  he  had  eight  months  to  live. 

Watson  quit  his  job  for  Pfizer  in  Aus- 
tralia, moved  back  to  his  native  New 
Zealand  and  prepared  to  die.  Then  former 
Pfizer  colleagues  told  him  about  a  new 
drug,  tremelimumab,  in  early  trials.  It  was 
an  antibody  that  primes  the  immune 
system  to  attack  and  kill  tumors. 

A  few  weeks  later  Watson  was  on  a 
plane  to  the  U.S.  to  start  treatment  at 
UCLA.  The  antibody  produced  a  rash  on 
his  chest  and  made  him  lethargic.  By  fall 
he  noticed  that  the  tumor  on  his  back  was 
shrinking;  doctors  removed  it  and  found 
dead  cancer  cells.  He  continued  flying 
back  quarterly  to  see  UCLA  oncologist 
Antoni  Ribas  for  infusions.  By  June  2006 
the  tumors  were  gone.  Watson  remains  in 
remission  and  continues  to  take  the  drug 
every  six  months.  He  recently  started  a 
business.  ''This  drug  has  saved  my  life; 
there  are  no  two  ways  about  it,"  he  says. 

Watson  is  one  of  the  first  to  benefit 
from  a  new  generation  of  melanoma 
drugs  working  their  way  through  human 
trials.  The  drugs,  in  testing  at  Pfizer,  Bris- 
tol-Myers Squibb  and  elsewhere,  may 
improve  upon  medicine's  dismal  track 
record  of  treating  the  most  deadly  form  of 
skin  cancer.  One  blocks  the  mutant  pro- 
teins inside  melanoma  that  cause  their 
rampant  growth.  The  other  prods  the 
immune  system  into  attacking  and 
destroying  the  cancer.  Neither  approach  is 
likely  to  be  a  cure  on  its  own;  a  combina- 
tion of  therapies  may  be  needed. 

Melanoma,  a  cancer  of  the  skin's  mela- 
nocytes, or  pigment  cells,  hits  60,000 
A.mericans  each  year  and  kills  8,000  of 
lem.  It  can  strike  in  the  prime  of  life  and 
te  of  the  few  cancers  whose  incidence 


is  exploding,  for  unclear  reasons.  Risk  fac- 
tor's include  sunburn,  fair  skin  and  having 
lots  of  moles.  Most  cases  are  localized  and 
can  be  cured  with  surgery.  But  when 
melanoma  metastasizes,  watch  out.  It 
"tends  to  spread  to  many,  many  parts  of 
the  body  at  an  alarming  rate,"  says  Memo- 
rial Sloan-Kettering  Cancer  Center 
melanoma  expert  Jedd  D.  Wolchok. 
Chemotherapy  helps  only  10%  of 
metastatic  melanoma  patients,  usually  for 
just  a  few  months. 

Until  recently  researchers  had  little  clue 
what  molecular  changes  drive  melanoma's 
rapid  growth.  But  that  has  changed  in  a 
flurry  of  basic  biology  findings.  "In  terms 
of  understanding  what  makes  melanoma 
tick,  in  the  past  five  years  there  has  been  an 
utter  revolution,"  says  Keith  Flaherty,  a 
physician  at  the  University  of  Pennsylvania. 

In  2002  gene  researchers  in  the  U.K. 
discovered  that  two-thirds  of  melanomas 
have  a  mutation  in  a  growth-promoting 
gene  inside  skin  cells  called  BRAF.  The 
mutation  causes  the  BRAF  protein  to 
become  stuck  in  the  "on"  position,  so  it 
constantly  sends  a  signal  to  the  nucleus 


Targeting 
Melanoma 

A  new  arsenal  of  therapies  is  aimed  at  a  widespread 
and  lethal  skin  cancer  |  By  Robert  Langreth 


that  it  is  time  to  proliferate.  BRAF  blockers 
are  now  in  early-stage  human  trials  at 
Novartis  and  separately  at  Roche,  which 
works  with  partner  Plexxikon. 
AstraZeneca  is  in  midstage  trials  with  180 
melanoma  patients  for  a  drug  that  hits  a 
related  target  called  mitogen-activated 
protein  kinase  kinase.  "Every  company  I 
know  of  is  interested  in  this,"  says 
Plexxikon  Chief  Executive  Peter  Hirth. 


Therapies  that  trick  the  immune  sys- 
tem-into  attacking  melanoma  are  further 
along.  Such  immune  system  boosters  have 
the  potential  to  treat  many  types  of  cancer, 
but  melanoma  is  one  of  the  prime  initial 
targets  because  it  is  one  of  the  few  cancers 
known  to  go  into  spontaneous  remission 
on  its  own,  indicating  a  possible  immune 
response  at  work.  The  immune  system 
activator  interleukin-2  helps  15%  of 
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advanced  melanoma  cases  and  cures  a 
few,  but  it  produces  such  devastating  side 
effects  that  patients  must  be  hospitalized. 

Pfizer's  drug  tremelimumab  and  Bris- 
tol-Myers Squibb's  ipilimumab  are  anti- 
bodies to  a  protein  called  CTLA-4  (cyto- 
toxic T-lymphocyte  antigen-4)  that  acts  as 
an  emergency  brake  to  prevent  killer  T 
cells  from  attacking  healthy  tissue.  The 
antibodies  bind  to  the  CTLA-4,  found  on  a 
cells  surface,  and  shut  off  the  brake.  Killer 
T  cells  then  attack  the  cancer  cells.  Both 
drugs  are  in  final-stage  trials  on  hundreds 
of  melanoma  patients. 

Much  credit  for  the  concept  goes  to 
immunologist  James  Allison,  now  at 
Sloan-Kettering.  In  the  mid-1990s  he 
theorized  that  CTLA-4  might  prevent  the 
immune  system  from  mounting  an 
effective  response  against  tumors.  Oth- 
ers were  skeptical.  But  Allison  showed 
in  1996  that  he  could  shrink  tumors  in 
mice  by  injecting  them  with  antibodies 
to  CTLA-4. 

Both  Pfizer  and  Medarex,  a  biotech 
firm  in  Princeton,  N.J.,  subsequently  pro- 


i  ***  I 

annual  cases 
of  melanoma  in 
the  U.S. 


annual  deaths. 


duced  human  antibodies 
to  CTLA-4  and  began  test- 
ing them  in  patients  a  few 
years  later.  In  2005  Bris- 
tol-Myers Squibb  paid 
Medarex  $50  million  in 
cash  plus  up  to  $480  in 
payments  contingent  on 
the  success  of  Medarex's 
antibody. 

At  a  meeting  of  cancer 
specialists  last  June  Bris- 
tol-Myers and  Medarex 
reported  their  drug 
shrank  tumors  in  46,  or 
13%,  of  356  melanoma 
patients.  The  Pfizer  anti- 
body shrank  melanomas 
in  7  of  84  patients  in  a 
midstage  trial.  The  success  rates  were 
modest,  but  cancer  doctors  say  that  some 
patients  may  have  had  delayed  responses. 
In  some  people  tumors  started  to  regress 
months  after  they  had  been  declared  treat- 
ment failures,  says  Bristol-Myers  Vice 
President  Renzo  Canetta. 


five-year 
survival  rate,  localized 
disease. 


five-year 
survival  rate, 
widespread  disease. 

Source:  American  Cancer  Society. 


UCLA's  Pubas  calls  the  response  rates 
"very  low"  and  cautions  that  the  anti-CTLA- 
4  drugs  are  just  a  first  step.  But  even  if  the 
drugs  improve  survival  only  minimally, 
they  are  likely  to  be  approved,  he  says. 
Bristol-Myers  and  Medarex  are  expected  to 
finish  key  trials  this  fall.  RBC  Capital  Mar- 
kets analyst  Jason  Kantor  pegged  the  odds 
of  disappointing  results  "relatively  high"  in 
a  recent  report  and  rated  Medarex  an 
underperform;  if  the  response  rate  is  under 
10%,  it  would  make  near-term  approval 
"iffy",  he  says.  Side  effects  of  the  drugs 
can  include  inflammation  of  the  colon, 
thyroid  or  pancreas,  or  other  autoimmune 
problems. 

One  reason  for  the  limited  response 
rate  may  be  that  some  patients'  T  cells  do 
a  poor  job  of  recognizing  melanoma.  To 
improve  this  situation,  researchers  are 
combining  new  antimelanoma  vaccines 
with  anti-CTLA-4  drugs.  The  idea  is  that 
the  vaccines  will  train  T  cells  to  spot 
cancer,  while  the  antibody  will  make  sure 
the  T  cells  remain  activated  long  enough 
to  do  their  dirty  work. 

Sharon  Belvin  was 
one  of  the  first  to  try  such 
a  combination  therapy  In 
May  2004,  just  a  week 
before  her  wedding,  she 
had  developed  a  mela- 
noma metastasis  in  her 
left  lung.  Belvin  was  only 
22.  The  tumor  grew 
through  her  chest  cavity 
underneath  her  collar- 
bone. Various  chemo 
drugs  and  interleukin-2 
produced  nerve  damage 
and  other  nasty  side 
effects  and  didn't  solve  the 
problem.  By  June  2005 
she  had  tumors  in  both 
lungs  and  could  barely 
breathe  or  walk.  Then 
Wolchok  put  her  in  a  trial 
testing  ipilimumab  with 
an  experimental  Medarex  vaccine.  After 
only  four  treatments  the  tumors  started 
to  melt  away.  They  were  gone  by  mid- 
2006.  The  Jamesville,  N.C.  resident  has 
been  off  therapy  for  a  year  and  is 
pregnant  with  her  first  child,  a  girl  due 
Feb.  10.  F 
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The  Keg  That  Scored 

Heineken's  pursuit  of  a  revolutionary  container 
was  enough  to  drive  anybody  to  drink  |  By  Stephane  Fitch 


I  N  1997  ENGINEER  HAROLD  VLOOS- 
I  wijk,  28  and  a  new  arrival  in  Heine- 
I  ken's  research  lab,  was  picked  to 
I  help  with  what  sounded  like  a 
■  project:  Shrink  the  beer  keg.  The 
task  was  to  miniaturize  the  unwieldy 
70-pound  steel  drum  of  beer,  used  in  bars 
and  restaurants,  with  its  attendant  pres- 
sure-tap system,  making  it  small  and 


cheap  enough  for  consumers  to  take 
home  and  toss  out  when  they  were  done. 
The  idea  has  dominated  Vlooswijk's  life 
ever  since  and  hasn't  turned  out  to  be  as 
much  fun  as  he  thought.  "I  see  it  in  my 
p,"  he  says. 

The  Heineken  DraughtKeg,  introduced 
pe  in  2005  and  rolled  out  nationwide 
.  this  summer,  is  a  hit.  Heineken 


Engineers  Harold  Vlooswijk  and  Wolter 
Wolthers  on  the  keg  line  in  Zoeterwoude. 

is  on  pace  to  sell  10  million  worldwide  this 
year.  Next  year  Heineken  could  sell  1 .4  mil- 
lion of  the  $20  kegs  in  the  U.S.,  predicts 
Chicago  research  firm  Information  Re- 
sources. "Its  a  new  way  to  drink  beer  at 
home,  so  potentially  it's  the  biggest  thing  to 
come  along  since  somebody  put  beer  in 
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Leaving 
no 
unturned. 

The  key  to  energy  security  is  to  explore  options. 
So  we've  invested  more  than  $28  billion  in  U.S.  energy 
supplies  over  the  last  5  years,  which  includes  developing 
low  carbon  energy  solutions  from  solar,  wind,  hydrogen 
and  natural  gas.  We're  also  exploring  the  emerging 
secrets  of  bioscience,  investing  $500  million  over  the 
next  ten  years  to  establish  the  Energy  Biosciences  Institute 
to  find  new  sources  of  clean,  renewable  energy. 
It's  a  start. 


beyond  petroleum 


energy 
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cans,"  says  David  Williams,  an  analyst  there. 

But  innovation  can  be  painful,  espe- 
cially in  a  cautious  industry  like  beer 
brewing.  The  keg  project  consumed 
Vlooswijk  and  a  dozen  of  his  co-workers 
for  seven  years.  Twice  senior  executives 
had  to  order  painful  searches  for  hidden 
design  flaws  after  being  shown  prototypes 
that  looked  production-ready.  Right  up 
until  the  minikeg's  big  debut  in  French 
supermarkets,  Heinekens  chairman,  Jean- 
Francois  van  Boxmeer,  thought  about 
delaying  it  because  of  doubts  about  the 
keg's  imperfections.  "It's  still  not  absolutely 
perfect,"  says  Van  Boxmeer.  "But  we  have 
it,  it  works,  and  it's  fantastic." 

The  keg  is  the  kind  of  big,  inventive  idea 
Van  Boxmeer  promised  to  deliver  when  he 
took  the  helm  at  Heineken  in  2005,  at  the  age 
of  43.  Stodgy  was  too  generous  a  word  to  de- 
scribe Heinekens  management  style.  The  com- 
pany hasn't  altered  the  basic  label  design,  the 
yeast  strain  or  recipe  for  its  namesake  beer 
since  it  became  a  popular  export  in  the  1880s. 
"Innovation  in  our  industry  is  not  usually  a 
key  driver  for  growth,"  he  says.  Van  Boxmeer 
now  runs  an  idea  contest,  with  the  winner  re- 
ceiving a  year's  funding  for  his  or  her  project. 

Van  Boxmeer  is  returning  Heineken 
to  the  kind  of  double-digit  growth  it 
enjoyed  in  the  1990s,  after  annual  volume 
growth  of  the  flagship  brand  fell  to  below 
5%  from  2002  to  2005.  The  retail  kegs 
represent  perhaps  $300  million  in  revenue 
after  the  impact  of  lost  sales  from  bottles 
and  cans,  but  they  offer  more  than  that. 
They  are  still  scarce  enough  that  grocers 
can  pocket  35%  to  40%  gross  margins  on 
them— 17  to  20  percentage  points  better 
than  what  they  typically  get  on  a  six-pack. 
That  buys  Heineken  the  bargaining  power 
it  needs  in  the  U.S.  to  get  coveted  end-of- 
the-aisle  floor  space — and  a  novel  means 
to  promote  its  new  beer,  Premium  Light, 
which  boosted  sales  12%  last  year  but  has 
recently  missed  growth  targets. 


Something 
In  My  Beer,  Sir 

Heineken's  clever  5-liter 
DraughtKeg  contains  a  can- 
ister of  CO,?  that  maintains 
pressure  precisely.  Yet  the 
whole  unit  is  simple  and 
cheap  enough  to  toss  into 
the  recycle  bin. 

Q  Removable  plastic  lever 
and  tap.  Reinforced  plastic 
crown  serves  as  protective 
cradle  and  carrying  handle. 

©  When  tap  is  opened, 
pressure  in  keg  decreases. 
Regulator  valve  releases 
C02  to  keep  pressure  above 
the  beer  at  an  even  2 
atmospheres. 

©  Aerosoi  canister 
contains  enough  C02  to  last 
for  the  life  of  the  keg. 

O  The  beer  is  much  the 
same  as  Heineken  made  it 
in  the  1880s.  Keg's  $20  price 
works  out  to  1 2  cents  per 
fluid  ounce,  a  penny  more 
than  bottle  beer. 

©  Plastic  spout  has  to  be 
lined  up  directly  over  the 
Heineken  red  star. 
Engineers  at  the  factory 
are  still  wrestling  with  how 
to  make  that  happen 
smoothly. 


■hsr  h  com 


Everyone  talks  about  the 
world  s  ecology  problems 
Few  talk  solutions. 

We  do. 


Heineken  spent  an  estimated  $15  million 
on  a  keg  production  line  at  its  giant  brewery 
in  Zoeterwoude,  South  Holland.  At  full  speed 
the  new  line  can  churn  out  120,000  kegs  per 
day,  holding  6%  of  Heinekehs  19-million-bar- 
rel  annual  production  worldwide.  The 
minikeg  is  something  Heineken's  big  Amer- 
ican rivals  cannot  easily  copy.  Each  drum 
holds  5  liters,  or  14  bottles.  Botdes  of  Bud- 
weiser  or  Miller  retail  for  $5  a  six-pack,  too 
low  a  price  to  support  the  cost  of  a  dispos- 
able keg. 

Beer  lovers  frequently  say  they  prefer 
"draught  beer,"  even  though  the  stuff  com- 
ing out  of  taps  isn't  usually  different  from 
bottled  beer.  The  difference  in  taste  is  due 
to  exposure  to  the  elements.  Tap  beer 
comes  with  a  protective  head  of  foam  that 
keeps  the  beers  flavor  safe  from  the  air. 
The  foam  bubbles  that  sit  atop  a  glass  of 
draft  Heineken  are  a  uniform  0.8  to  0.9 
millimeters  in  diameter.  Bottled  beer  has 
to  be  dumped  quickly  into  a  glass  to  create 
a  head  and,  when  it  is,  many  of  the  bub- 
bles are  2  or  3  millimeters  across.  Bigger 
bubbles  break  faster,  so  the  head  disap- 
pears faster  and  the  beer  is  exposed  to  the 
air  sooner.  Some  brewers  keen  on  thicker 
beer  heads  even  add  wheat  protein  to 
their  beer,  which  acts  as  a  foam  stabilizer. 

Subde  differences,  perhaps,  but  Heine- 
ken markets  itself  relentlessly  to  drinkers 
who  are  willing  to  pay  a  premium  for 
subtle  differences.  The  company  experi- 
mented with  home-size  kegs  of  Amstel  in 
the  1990s  that  were  really  just  clumsy 
oversize  beer  cans  with  a  spigot  near  the 
bottom.  Molson  and  others  have  tried 
these,  too.  The  beer  began  going  flat 
immediately  Boudewijn  Haarsma,  who 
started  as  a  Heineken  marketer  and  now 
is  head  of  beer  systems,  recalls  dourly:  "It 
wasn't  a  true  draught  experience." 

As  Harold  Vlooswijk  sat  in  his  lab 
staring  at  an  empty  Amstel  minikeg  can  in 
1998,  he  wondered  if  his  bosses  would  be 


willing  to  try  putting  an  aerosol  can  inside 
the  beer  to  push  the  beer  up  through  a  tap 
spout.  Heresy.  But  Guinness  had  suc- 
ceeded at  putting  a  plastic  widget  of  pres- 
surized nitrogen  into  cans  of  its  stout  beer 
in  1988.  "Why  not  us,  too?"  he  says. 

Half  a  dozen  engineers  went  to  work, 
and  the  basic  design  emerged  over  the  next 
two  years:  a  6-inch-tall  aerosol  can  with  a 
food-grade  coating  would  be  affixed  upright 
to  the  keg's  bottom.  The  canister's  top  valve 
was  calibrated  to  open  when  pressure  in  the 
airspace  above  the  beer  slipped  below  2 
atmospheres  That  was  enough  pressure  to 
gently  propel  beer  up  a  simple  plastic  straw 
but  not  so  much  that  it  saturated  the  beer 
with  more  carbonation. 

From  2002  to  2004  came  what  beer 
systems  boss  Haarsma  calls  the  project's 
difficult  days.  The  suppliers  of  the  two 
dozen  parts  that  made  up  the  keg's 
mechanics  had  no  more  experience  with 
such  plumbing  than  Heineken  did.  Twice 
Vlooswijk  and  his  boss  presented  to  the 
executive  board  in  Amsterdam  what  they 
thought  was  a  nearly  production-ready 
model,  only  to  trudge  back  to  ask  for 
more  time  after  routine  tests  revealed 
problems  with  the  keg. 

In  2002  shelf-life  tests  showed  the  car- 
bonator  unit  lost  all  pressure  in  about  a 
month.  Gas  was  slowly  diffusing  through 
its  plastic  top  valve,  so  the  engineers 
switched  its  material  to  a  gas-imperme- 
able, high-density  plastic.  In  2004  they 
learned  that,  when  cooled  to  refrigerator 
temperatures,  20%  of  the  keg  taps  would 
stick  in  the  open  position.  A  tiny  channel 
molded  inside  a  plastic  piece  was  off  just 
enough  to  cause  some  of  them  to  jam. 

By  2005  Heineken  once  again  had  a 
production-ready  keg.  It  set  up  a  test 
assembly  line  in  France  capable  of  churn- 
ing out  1,000  per  hour.  Van  Boxmeer,  then 
head  of  production  in  Europe,  Asia  and 
the  Middle  East,  and  due  to  be  chief  exec- 


utive later  in  the  year,  had  deals  for  the 
draught  keg  with  big  French  supermar- 
kets. But  the  keg  hadn't  yet  undergone 
market  testing,  and  Van  Boxmeer  spotted 
small  imperfections  in  the  keg.  The  first 
pour  was  always  pure  foam. 

Foam  is  serious  business  to  Van  Boxmeer. 
A  year  earlier  he  had  personally  ordered  a  last- 
minute  delay  in  the  introduction  of  another, 
related  minikeg  system  called  "beer  tender" 
(it  relied  on  an  external  CGs  source)  because 
it  produced  too  much  foam.  "It  was  already 
announced  in  the  [trade  press],  so  that  was 
a  difficult  moment,"  he  says. 

But  the  draught  keg's  foam  always  would 
clear  up  after  the  first  pour.  This  time,  he 
okayed  die  launch.  "Perfection  is  very  per- 
sonal," he  says,  with  a  shrug.  "The  best  mar- 
ket research  you  can  do  for  the  thing  is  leave 
it  to  the  market  and  see  what  it  will  do." 

There  are  still  problems.  The  most 
nettlesome  one  involves  the  plastic  crown 
on  top  of  the  keg  that  acts  as  a  handle  and 
protects  the  nozzle  and  tap  lever  during 
shipping.  The  keg's  design  calls  for  the 
crown  to  be  oriented  so  the  nozzle  is 
directly  over  the  red  star  logo  on  the  side 
of  the  keg.  "Whoever  decided  that  is  a  real 
devil,"  says  Gerrit  Klein,  the  engineer  who 
designed  the  new  filling  line  in  Zoeter- 
woude. Cameras  are  supposed  to  discern 
the  orientation  of  each  passing  keg  and 
rotate  the  top  automatically  so  it  lines  up 
with  the  red  star,  but  a  slight  vibration  in 
the  camera  unit  has  led  to  an  unacceptable 
error  rate.  Klein  is  having  a  new  unit 
installed  now. 

"It's  not  perfect,  but  the  draught  keg 
reinforces  the  premiumness,  the  wittiness 
and  the  innovative  character  of  the 
Heineken  brand,"  says  Van  Boxmeer.  What 
would  be  worse  would  be  if  imperfection 
stopped  people  from  taking  risks — like  the 
one  Vlooswijk  took  when  he  suggested 
sticking  an  aerosol  can  into  an  oversize  can 
of  beer  back  in  1998.  F 
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It  started  as 
privacy  protection  for 
the  abused,  the  oppressed 
and  the  bashful.  Now  it 
shields  creeps,  criminals  and 
malicious  mobs.  How  to  fix  it? 
By  Victoria  Murphy  Barret 
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ON  HALLOWEEN  LAST  YEAR,  18-YEAR-OLD  NICOLE 
Catsouras  had  the  urge  to  go  out.  She  had  just 
started  college  but  her  father  had  confiscated  her 
car  keys  earlier  that  day,  after  a  spat.  So  she 
sneaked  out  of  the  house,  grabbed  the  keys  to  her 
dad's  Porsche  911  convertible  and  sped  off.  Fifteen  minutes  later 
Nikki  lost  control  of  the  car  and  crashed  into  a  freeway  tollbooth 
at  what  witnesses  said  was  ]  00  miles  per  hour. 

She  died  instantly.  The  pain  of  her  parents  and  her  three 
younger  sisters  continues,  deepened  by  a  malicious,  masked  mob 


on  the  Internet.  Gruesome  police  photos  of  the  carnage,  hei 
mangled  remains  still  in  the  drivers  seat,  showed  up  online  al 
Google,  Yahoo,  News  Corp.'s  Photobucket  and  at  more  than 
1,500  other  outposts.  In  chat  rooms  and  on  fetishistic  car-crash 
forums,  anonymous  assailants  called  Nikki  a  "spoiled  rich  girl' 
who  "deserved  it." 

One  post  urged  cohorts  to  harass  her  family,  providing  the 
Catsourases'  home  address  in  Ladera  Ranch,  Calif.  On  MySpace 
one  member  calling  himself  "Hell  Fire"  posted  the  morbid  pho- 
tos laced  with  his  own  jeering  commentary.  Another  put  up  a 
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new  Nikki  profile  with  a  ghastly  closeup:  "What's  left  of  my  brain 
here:  As  you  can  see,  there  wasn't  much."  When  a  high  school 
friend  uploaded  a  touching  memorial  on  YouTube,  ghouls 
flooded  the  page  with  images  of  the  accident  scene. 

A  month  after  his  daughter  died,  Christos  Catsouras,  a  real 
estate  agent,  clicked  on  an  e-mail  from  a  Web  site,  hoping  for  a 
sales  lead.  Instead  it  read:  "Whoooooooooo  I  am  here  daddy"  It 
came  from  an  anonymous  Yahoo  account:  Im  Alive[sic].  He  quit 
his  job  to  avoid  the  Net  and  now  works  as  an  office  manager  at 
much  lower  pay.  "Have  these  people  ever  loved?  Have  they  ever 


ANONYMITY 

cared?"  he  asks.  "If  they  had,  they  wouldn't  be  doing  this  to  us." 
Lesli  Catsouras  had  avoided  the  photos  for  months,  but  in  Febru- 
ary she  ran  a  Google  search  for  an  article  on  their  daughter's 
death — and  one  click  later  was  horrified  to  see  one.  "I've  spent 
41  years  seeing  good  in  the  world.  Now  I  see  the  bad,"  she  says. 

The  Catsourases  have  filed  a  $20  million  lawsuit  in  Orange 
County  Superior  Court  against  the  California  Highway  Patrol, 
which  admits  a  staffer  wrongfully  leaked  the  photos.  The  CHP  says 
it  has  taken  "appropriate  disciplinary  measures"  but  won't  provide 
the  details — because,  it  says,  this  would  violate  employee  privacy. 

As  for  the  Catsourases'  privacy,  they  couldn't  find  anyone  else 
to  sue.  They  struggled  to  wipe  the  painful  photos  from  the 
Web — and  they  were  all  but  ignored.  Dozens  of  pleading  e-mails 

"HAVE  THESE  PEOPLE 

EVER  LOVED? 

HAVE  THEY  EVER  CARED? 

IF  THEY  HAD, 

THEY  WOULDN'T  BE 

DOING  THIS  TO  US." 

 □  

to  Google  and  MySpace  went  unanswered,  the  family  says 
(MySpace  insists  it  replied;  Google  has  no  record).  Tracking 
down  the  anonymous  haters  proved  to  be  all  but  impossible.  One 
relative  spent  a  month  of  13-hour  days  lobbying  chat  rooms,  but 
each  time  one  site  took  down  a  photo  it  emerged  elsewhere. 
Some  obligingly  removed  a  picture — then  added  a  link  to  other 
sites  where  onliners  could  see  it. 

"Nobody  seemed  to  think  it  was  a  big  deal,  except  for  us,"  Lesli 
says.  "These  people  knew  anonymity  was  their  salvation." 

Anonymity  was  built  into  the  Internet's  design  from  the  days 
of  its  progenitor  (Arpanet)  in  the  1960s.  Since  then  it  has  become 
a  hallowed  birthright  synonymous  with  digital  freedom— from 
oppressive  dictators,  criminal  corporations  and  book-burning 
crazies,  from  judgmental  neighbors  who  abhor  a  person's  sexual 
preferences  or  religious  beliefs.  (A  FORBES  writer  turned 
anonymity  into  a  game  in  the  parody  site  the  Secret  Diary  of 
Steve  Jobs,  until  he  was  outed  in  August  by  the  New  York  Times.) 

Question  this  right  of  Net  anonymity  and  you  risk  an  unmit- 
igated thrashing  (anonymously,  of  course).  So  maybe  we  are 
asking  for  trouble  when  we  dare  to  say  that  Internet  anonymity 
is  out  of  control.  Today  the  Net  still  protects  the  abused  and 
the  disenfranchised,  people  who  go  online  for  help  because  they 
can  do  so  in  secret.  But  it  also  shields  creeps,  criminals  and 
pedophiles.  It  emboldens  the  mean-spirited  and  offers  them  a 
huge  audience  for  spewing  hatred  and  libel.  Caustic  cowards 
are  free  to  one-up  one  another  in  invective  and  vitriol — haters 
who  would  tone  it  down  if  they  had  to  identify  themselves. 

A  backlash  has  begun,  and  it  could  gain  support  in  Congress 
and  in  the  courts  unless  the  Internet  industry  itself  finds  new 
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fixes.  In  Pasadena,  Calif,  a  federal  appeals  court  in  May 
reinstated  a  lawsuit  that  could  make  Roommates.com 
liable  for  want  ads  that  mention  gender  and  sexual 
orientation  preferences.  In  Connecticut  two  women  at 
Yale  are  suing  the  AutoAdmit  chat  board  in  district 
court.  They  want  the  identity  of  "Stanfordtroll,"  who 
started  a  mean  discussion  thread  ("Stupid  Bitch  to' 
Attend  Yale  Law")  saying  that  one  of  the  women  would 
be  sodomized,  had  herpes,  had  a  lesbian  affair  with  the 
admissions  dean  and  had  botched  admissions  tests. 
Another  unknown  poster  wrote  of  the  second  student: 
"I  hope  she  gets  raped  and  dies."  One  of  the  plaintiffs 
says  it  prevented  her  from  getting  jobs. 

Meanwhile,  attorneys  general  in  all  50  states  have 
allied  to  push  MySpace  to  begin  verifying  members' 
ages.  This,  after  Connecticut  Attorney  General  Richard 
Blumenthal  got  the  site  to  turn  over  names  of  29,000  sex 
offenders  who  had  signed  up.  "Those  are  the  dumb  ones 
who  used  their  real  names.  Who  knows  how  many  falsify 
their  information?"  he  says.  "The  Web  has  a  real  libertar- 
ian mind-set.  Individual  freedom  should  be  prized  and 
protected  so  long  as  no  one  is  harmed.  But  the  question 
is:  What  happens  when  there  is  harm?" 

His  answer:  a  bit  less  freedom. 

This  is  anathema  to  Webheads.  "People  are  cruel," 
says  Hemanshu  Nigam,  chief  security  officer  at 
MySpace,  which  requires  no  ID  data  for  any  post. 
"Anonymity  doesn't  inspire  this,  but  it  does  remove  the 
fear  to  think,  to  act  and  to  explore."  Still,  MySpace,  in 
June,  launched  a  phone  hotline  for  complaints  about 
content.  "This  industry  has  to  work  together  to  find 
solutions.  I  hope  this  can  be  a  call  to  action,"  he  says. 

On  the  Net,  anonymity  saves  lives.  In  Zimbabwe 
President  Robert  Mugabe  has  made  it  illegal  to  criticize 
the  government.  An  underground  activist  group  called 
Sokwanele  has  an  anonymous  blog  that  1,420  other  sites 
link  to.  It  has  been  cited  in  the  New  York  Times  and  in  the 
Guardian  in  Britain.  "Without  the  protection  of  anonym- 
ity, we  would  be  arrested,"  says  one  Sokwanele  contribu- 
tor. The  charge  could  be  treason,  the  penalty  death. 

In  Illinois  a  mother  of  four  children,  who  is  bipolar 
and  in  an  abusive  relationship,  tells  FORBES  how  she  was 
ready  to  try  suicide  by  jumping  from  her  third-floor 
balcony.  Then  she  paused,  stepped  inside  and  logged  on 
to  a  site  that  had  consoled  her  before:  Experience  Project.  "I  can 
see  my  children's  smiling  faces  because  of  EP.  Here  I  could  speak 
freely.  No  one  judged  me,"  she  says.  At  Ivescrewedup.com,  run  by 
the  Flamingo  Road  Church  in  Cooper  City,  Fla.,  anonymous 
posters  put  up  100  items  a  day  on  abortion,  eating  disorders,  drug 
abuse  and  more. 

Anonymity  is  key  to  "renewal  and  forgiveness,  and  these  are 
all  things  that  happen  online  now,"  says  Michael  Godwin,  a  former 
counsel  to  the  Electronic  Frontier  Foundation.  Democracy  requires 
faith  that  "even  at  our  self-interested  worst,  we're  basically  pretty 
good.  The  Web  would  be  mi- American  without  that  belief!'  He  adds: 


"Unfortunately,  some  people  will  be  genuinely  hurt  by  this." 

Godwin  now  is  general  counsel  for  the  parent  of  Wikipedk 
the  online  encyclopedia,. which  itself  got  fooled  by  anonymity 
In  July  2006  the  New  Yorker  profiled  the  site  and  quoted  ai 
administrator  who  referees  disputes  over  entries.  Wikipedi 
knew  him  only  as  "Essjay,"  a  tenured  professor  with  "a  Ph.D.  ii 
theology  and  a  degree  in  canon  law."  But  Essjay  actually  was 
24-year-old  poser  who  holds  no  advanced  degrees  and  doesn 
teach,  according  to  a  correction  published  by  the  magazine.  H 
quit,  but  Wikipedia  still  doesn't  check  the  credentials  c 
contributors. 
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"IT  SPIRALED  OUT  OF  CONTROL. 

THE  WEB 

HAS  BECOME  A  TOXIC  MIX  OF 

ANONYMITY 

AND  PUBLIC  FEEDBACK." 

 n  


Even  some  Net  insiders  fret  over  this.  "The  Web  is  just  too 
wild,"  says  Kim  Cameron,  identity  czar  at  Microsoft,  which,  like 
other  vendors,  is  rolling  out  products  aimed  at  bringing  more 
identity  to  the  Web.  Timothy  O'Reilly,  a  publisher  and  one  of  the 
Web's  biggest  cheerleaders,  now  calls  for  guardrails:  "The  percep- 
tion right  now  is  that  standing  up  for  good  things  is  wussy,  but  a  lot 
of  people  want  more  civility." 

Katherine  Sierra  is  one  of  them,  and  it  was  her  case  that 
prompted  O'Reilly's  view.  An  expert  on  online  communities,  she 
was  stunned  in  March  to  read  an  anonymous  post  on  her  blog 
that  began:  "i  hope  someone  slits  your  throat.  . . ."  Yet  she  didn't 
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delete  it— that  would  undermine  free  speech.  This  emboldened 
others.  On  3  Web  site  called  Meankids  a  user  posted  her  photo 
alongside  an  image  of  a  hangman's  noose.  "The  only  thing  Kathy 
has  to  offer  is  that  noose  in  her  neck  size,"  wrote  a  poster  calling 
himself  "joey."  When  she  asked  that  the  comment  be  taken  down, 
Meankids  refused;  it  later  relented.  On  the  Unclebobisms  site,  a 
doctored  photo  had  her  gasping  for  air  with  sheer  panties 
stretched  across  her  face.  Caption:  "I  dream  of  Kathy  Sierra  . . . 
head  first." 

That  disturbing  photo  was  traced  to  a  tech  consultant  in  Ari- 
zona, Alan  Herrell.  In  an  e-mail  to  a  tech  blogger  he  said  the 
misdeed  was  the  work  of  a  hacker  who  had  broken  into  his  com- 
puter. Herrell  couldn't  be  reached  for  comment.  Meanwhile, 
other  posts  revealed  Sierras  home  address  in  Colorado,  informa- 
tion on  her  ex-husband— even  her  Social  Security  number.  "It 
spiraled  out  of  control,"  she  says.  "The  Web  has  become  a  toxic 
mix  of  anonymity  and  public  feedback.  I  was  mistaken  in  think- 
ing it  is  self-policing."  She  contacted  the  FBI  but  never  heard 
from  anyone.  She  has  stopped  blogging  altogether. 

The  blogs'  vituperative  retaliation  frightens  some  victims, 
such  as  a  corporate  recruiter  in  Malaysia  who  talked  to  FORBES 
but  asked  to  go  unnamed  in  this  story.  In  June  she  learned  that  a 


making  the  Net  more  traceable,  but  he  wouldn't  have 
banned  anonymity.  "I  would  have  established  mechanisms 
to  authenticate  computers  and  individuals.  I  wouldn't  have 
made  this  -mandatory,  but  I  would  have  made  it  possible." 
Daniel  Lynch,  who  worked  on  the  network  in  the  1970s, 
adds:  "We  were  techies,  we  weren't  trying  to  solve  society's 
ills.  I  thought  this  would  figure  itself  out,  but  it's  taking  a  lot 
longer  than  I  imagined." 

The  role  of  masked  identity  grew  as  the  Net  spread 
beyond  science  talk  with  the  launch  in  1979  of  Usenet  mes- 
sage boards,  on  which  users  had  "handles"  a  la  CB  radio, 
and  even  more  so  in  1986  after  some  developers  splintered 
off  to  start  alternative-lifestyle  forums  under  the  suffix  .alt. 
Topics  ran  from  the  mundane  to  the  forbidden — how  to  be 
fat  and  happy,  marijuana  use,  the  joys  of  cross-dressing, 
pedophilia  and  thousands  more.  Soon  70%  of  all  forums 
were  under  the  dot- alt  tag. 

Then  in  1989  the  World  Wide  Web  was  created,  based 
on  the  "hypertext  markup  language"  invented  by  physicist 
Tim  J.  Berners-Lee.  He  made  it  easy  for  millions  of 
techno-neophytes  to  get  on  the  Web.  In  1993  a  program- 
mer in  Finland  invented  one  of  the  first  anonymous  remail- 


"EVEN  AT  OUR  SELF-INTERESTED  WORST 

WE'RE  BASICALLY  PRETTY  GOOD. 

THE  WEB  WOULD  BE  UN-AMERICAN  WITHOUT  THAT  BELIEF. 

UNFORTUNATELY, 

SOME  PEOPLE  WILL  BE  GENUINELY  HURT  BY  THIS." 

 □  :  


blog  on  Google's  Blogspot  site  was  masquerading  as  hers,  claim- 
ing she  likes  micromanaging,  throwing  tantrums  and  being  con- 
descending. "I'm  part  of  a  global  company  where  reputation  is 
everything,"  she  says.  "This  could  be  up  there  forever."  She  says 
Google  hasn't  answered  her  e-mails.  "Freedom  of  speech  like  this 
is  wrong.  This  is  cowardly  character  assassination." 

David  L.  Sifry,  founder  of  blog-tracking  service  Technorati, 
counters:  "Taking  away  anonymity  would  have  a  chilling  effect  on 
the  Web.  We'd  lose  important  release  valves  like  whistle-blow- 
ing." Though  he  concedes:  "Accountability  brings  civility."  But 
how  to  impose  accountability — and  how  did  we  get  here? 

What  grew  into  the  Net  began  in  the  late 
1960s  as  a  Cold  War-era  network  that  could 
deliver  bare  text  messages  even  after  a 
nuclear  attack.  No  one  worried  about  a  way 
to  authenticate  where  a  message  had  begun 

or  who  had  sent  it. 

"We  weren't  sure  if  any  of  this  stuff  would  work,  and  that's 
what  we  were  focused  on,"  says  Vinton  Cerf,  who  helped  create 
the  Internet  protocol  schemes  still  in  use  today.  He  regrets  not 


ers,  letting  a  user  obfuscate  the  source  of  messages  he  posted  til 
a  forum. 

"People  used  it  to  exercise  grudges,"  says  Eugene  H.  Spaf I 
ford,  a  Purdue  University  professor  heavily  involved  in  Usenel 
at  the  time.  When  he  intervened  with  a  Finland  Web  host  oil 
behalf  of  a  researcher  who  had  come  under  masked  attacll 
online,  many  of  his  Usenet  peers  turned  on  him.  He  got  dozen  I 
of  e-mails  accusing  him  of  censorship  and  received  two  deatll 
threats.  "I  found  it  ironic  that  people  professing  a  concern  fol 
free  speech  were  threatening  to  shut  me  up  forever,"  he  says.  H 
resigned  from  his  Usenet  role  in  1993  amid  "rising  incivility 
he  says.  "Freedom  of  speech  without  any  cost  can  be  freedom 
from  thought." 

Then  came  the  rise  of  anonymous  chat  rooms  on  Americ  I 
Online  in  1994;  users  could  veil  themselves  in  up  to  five  onscreeij 
nicknames.  "That  was  the  difference  between  survival  and  bank  I 
ruptcy"  for  AOL,  says  David  Siminoff,  an  early  investor  and  novl 
a  partner  at  Venrock  "The  gay  community  came  out  on  AOL| 
and  anonymity  was  the  alcohol  in  the  drinks." 

Congress  added  a  splash  of  impunity  to  the  mix  in  19961 
when  it  passed  a  pro-Internet  law  known  as  the  Communica 
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ions  Decency  Act.  Among  other  provisions  the  law  insulates 
lectronic  middlemen  from  libel  suits.  The  Web  site  that  pas- 
ively  furnishes  a  vehicle  for  online  postings  is  deemed  to  be 
10  more  responsible  for  the  resulting  content  than  a  phone 
ompany  is  for  any  criminal  conversations  that  take  place  over 
:s  network. 

The  effects  of  masked  behavior  online  grew  darker  with 
he  rise  of  blogs  (the  first  one  is  said  to  have  debuted  in  late 
997,  and  a  decade  later  some  70  million  exist).  It  accelerated 
riore  recently  with  the  explosion  in  social  network  sites  such 


dropping  off  ransom  notes  in  my  mailboxes.  It  is  such 
a  small  fraction  of  what's  going  on,"  he  says. 

But  using  anonymity  to  shield  the  powerless  from 
oppression  and  ostracism  is  vasdy  different  from  let- 
ting faceless  attackers  run  amok  without  fear  of  the 
reprisals  and  penalties  that  would  punish  them  in 
the  real  world.  In  some  quarters  free  expression  on- 
line could  become  a  tradeoff:  Say  anything  you  like, 
so  long  as  we  know  who  really  is  saying  it.  The  pen- 
dulum of  anonymity  has  begun  to  swing  toward  new 
kinds  of  restraint. 

"Bad  citizens  will  be  marginalized  on  the  Web," 
vows  Richard  Palmer,  a  security  chief  at  Cisco 
Systems.  It  has  a  thousand  engineers  overhauling 
routers  to  better  discriminate  between  "good" 
behavior  and  "bad"  behavior  based  on  constantly 
changing  reputation  rankings  of  computers  on  the 
Web,  though  others  say  making  this  work  will  be  all 
but  impossible. 

Facebook,  with  42  million  users,  is  less  wild 
than  its  forerunner  MySpace,  now  a  unit  of  News 
Corp.  Facebook  limits  interactions,  based  on 
member  behavior;  each  user  has  a  score  in  a  system  called 
Karma.  Your  score  goes  down  if  you  flirt  up  ("poke")  too  many 
users  or  if  you  are  over  18  and  e-mail  a  lot  of  kids. 

The  privately  held  site  blocks  some  accounts  for  suspi- 
cious activity  (it  won't  say  how  many).  "We  knew  this  would 
cause  our  site  to  grow  more  slowly,  but  we  think  the  world  is 
moving  in  our  direction,"  says  Facebook  privacy  chief  Christo- 
pher Kelly.  Some  smaller  sites  set  up  online  gated  communi- 
ties. At  BlogHer,  a  female  blog  network  run  out  of  Redwood 
City,  Calif.,  60  editors  vet  postings  to  stamp  out  abuse,  harass- 


Vinton  Cerf. 
having 
second 
thoughts? 


 □  

"THE  WEB  HAS  A  REAL  LIBERTARIAN  MIND-SET. 

INDIVIDUAL  FREEDOM  SHOULD  BE  PRIZED  AND  PROTECTED 

SO  LONG  AS  NO  ONE  IS  HARMED. 

BUT  THE  QUESTION  IS:  WHAT  HAPPENS  WHEN  THERE  IS  HARM?" 


s  MySpace  (with  110  million  users).  Since  1998  Icann,  a  pol- 
:y-making  group,  has  controlled  domain  registration  on  the 
let,  logging  new  sites  in  an  open  database  called  Whois,  but 
tie  data  isn't  verified,  and  even  gobbledygook  triggers  no 
larms. 

By  the  mid-1990s  new  businesses  emerged  to  ensure 
nonymity  on  the  Web.  One  early  entry,  Anonymizer  in  San  Diego, 
ow  provides  service  at  $30  to  $50  a  month  to  100,000  customers 
•rho  surf  in  secret  via  20,000  Net  addresses.  When  a  subpoena 
;  served,  Anonymizer  complies,  but  "we  have  no  information  to 
ivulge,"  says  founder  Lance  Cottrell.  He  doesn't  store  any  data 
n  where  clients  go  online.  He  has  no  qualms:  "I  feel  the  same 
'ay  I  would  if  I  worked  at  the  U.S.  Postal  Service  and  people  were 


ment,  stalking  and  threats. 

None  of  this  is  moving  fast  enough  for  the  Catsourases  as 
they  mourn  Nikki  s  death  and  its  online  aftermath.  They  spent 
$20,000  to  hire  ReputationDefender  of  Menlo  Park,  Calif,  to 
methodically  scrub  the  Web  of  the  ghastly  photos,  contacting 
each  site  and  pleading  and  pressuring.  MySpace,  Photobucket 
and  most  other  outlets  agreed.  Founder  Michael  Fertik  says 
business  is  good:  2,000  clients  in  his  first  year,  sales  at  $2  mil- 
lion and  rising.  "Anonymity  on  the  Web  turns  too  many  reg- 
ular people  into  beasts,"  he  says.  Lesli  Catsouras  says:  "I  don't 
believe  in  anonymity,  not  in  this  country.  We're  too  privileged 
to  allow  this  to  happen.  Everyone  will  get  hurt  by  this.  Just 
watch."  F 
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My  Name 
Is  Bori% 

Lou  Bantle,  a  former  tobacco  executive  and 
alcoholic,  battled  apathy,  corruption  and  the 
mob  to  bring  Alcoholics  Anonymous  to  Russia 
By  Heidi  Brown 


Creative  Giving 


father  of  two,  could  drink  for  a  month 
straight  but  wanted  to  quit.  Repeated 
injections  of  a  powerful  antialcohol  drug 
at  a  Russian  clinic  didn't  help.  Vyacheslav 
O.,  a  former  boxer  from  St.  Petersburg,  got 
detox  treatments  in  eight  different  hospi- 
tals in  as  many  cities.  Not  much  good 
there,  either.  When  he  didn't  drink,  he  did 
heroin. 

Russia  remains  an  alcohol-sodden 
country,  its  common  treatments  too  often 
ineffective  or  downright  bizarre.  But  now 
Alcoholics  Anonymous,  the  12 -step  meet- 
ings program  that  sprang  up  in  America 
in  1935,  is  taking  root  in  Russia,  with  300 
groups  across  the  country.  And  behind 
the  spread  of  AA  in  Russia  is  an  American, 
Louis  Bantle,  79,  who  grappled  with  alco- 
holism while  chief  executive  of  U.S. 
Tobacco  (now  UST)  from  1973  to  1993. 

Ten  years  ago,  overriding  Russian 
resistance,  he  established  a  30-bed  center 
called  House  of  Hope  on  the  Hill,  situ- 
ated in  a  rural  setting  45  minutes  outside 
of  St.  Petersburg.  It  is  today  Russia's  only 
free  alcoholism-treatment  center  that 
uses  the  principles  of  AA  in  a  28-day  pro- 
gram. As  patients  finished  and  went 
home,  they  started  up  AA  meetings  in 
|  their  own  towns.  The  center  has  treated 
|  2,500  people  from  110  cities  across  the 
a  country  and  some  former  Soviet  states. 
|  When  visited  this  summer,  Igor  and 

0  Vyacheslav  were  nearing  the  end  of  their 

1  stay.  "Every  day  I  uncover  something  new 
i  about  myself/  says  Vyacheslav,  the  boxer, 
§  who  has  scars  on  his  face  and  stocky, 
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Russian  drinkers  opening  up  (top);  Louis  Bantle 
with  wife,  Gail,  in  Connecticut,  where  they  live. 


muscular  arms.  "I  want  to  keep  talking." 

Bantle  says  he  first  sought  help  for 
alcoholism  in  1968,  attending  a  two-week 
treatment  program.  But  he  avoided  the 
necessary  group  meetings  and  fell  back 
into  drinking  excessively.  One  morning 
ten  years  later,  now  chief  executive  of  UST, 


he  woke  up  so  hungover  that  he  took  a 
drink.  That  shook  him  up  enough  that  he 
began  attending  AA  meetings  at  Green- 
wich Hospital  in  Connecticut  and  now 
considers  himself  a  recovering  alcoholic. 

He  got  a  taste  of  alcoholism  treatment 
in  Russia  on  his  first  trip  there  in  1988.  He 


visited  a  3,500-patient  addiction-treat 
ment  center  in  Moscow  and  was  horrified 
People  were  treated  like  prisoners,  he  says 
forced  to  work  for  free  for  an  auto  factor) 
They  received  bizarre  treatments  such  a 
blood  transfusions,  all  the  while  livin; 
behind  barred  windows.  "It  was  ghastly- 
really  slavery,"  Bande  says. 

In  the  old  Soviet  Union  one-third  o 
premature  deaths  were  alcohol-relatec 
But  AA  was  unofficially  banned:  It  wai 
defined  as  a  religious  sect,  since  it  require 
members  to  believe  in  a  higher  power  tha 
heals.  Western  medical  literature  wa 
mostly  unavailable,  and  the  idea  of  self 
help  didn't  exist  in  a  regime  where  edu 
cated  higher-ups  knew  best. 

The  transition  to  a  free  market  hasn 
squelched  Russians'  taste  for  vodka.  Whil 
statistics  on  alcoholism's  prevalence  ar 
hard  to  come  by,  there  are  a  few  indica 
tors.  Russian  male  life  expectancy,  at  59,  i 
the  lowest  of  any  developed  country.  J 
study  published  recently  in  the  Lance 
found  nearly  half  of  premature  mal 
deaths  in  one  Russian  city  were  attribute 
to  habitual  binge  drinking  and  consumin 
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"nonbeverage  alcohol"  such  as  cologne. 
"Russia  is  drowning  in  alcoholism," 
despairs  Svetlana  Moseeva,  the  director  of 
House  of  Hope. 

Doctors  in  Russia  still  don't  endorse 
AA.  Instead,  "narcologists"  in  expensive 
private  clinics  administer  quasimedical 
treatments  such  as  a  detox  drip  of  saline 
and  vitamins,  and  a  hypnosis  system 
developed  in  the  Crimea  in  the  mid-20th 
century.  Also  used  are  aversion  therapy — 
which  trains  the  patient  to  become  nau- 
seous in  the  presence  of  alcohol — and 
antabuse,  a  drug  that  causes  headaches, 
nausea  and  even  death  if  alcohol  is  con- 
sumed while  taking  it.  Both  are  used  in 
the  West  but  are  considered  insufficient 
without  therapy  and  supervision. 

Bantle's  first  step  was  to  try  to  intro- 
duce AA  to  Russians  through  educational 
conferences  he  organized  there  and  in  the 
U.S.  He  also  paid  to  bring  hundreds  of 
Russian  officials,  doctors  and  artists  over 
for  free  treatment  at  U.S.  clinics.  But  the 
Russians,  he  says,  saw  the  trips  as  a  free 
vacation  and  spent  much  of  their  time 
drinking.  It  was  also  costly,  and  donations 
from  UST  dried  up  by  1996.  He  then 
decided  to  establish  a  permanent  AA  cen- 
ter in  Russia. 

A  psychiatrist  named  Evgeny  Zubkov, 
who  was  a  visiting  professor  at  New  York 
University,  became  Bantle's  Russian  point 
man.  Politically  connected  and  known  in 
the  artistic  community  of  St.  Petersburg, 
Zubkov  helped  Bantle  buy  a  house  for 
$25,000  in  1997  in  the  tiny  settlement  of 
Pericula,  outside  of  St.  Petersburg. 

Renovation  headaches  in  America 
pale  next  to  Bantle's  travails.  A  Russian 
contractor  hired  to  restore  the  house 
embezzled  $17,000  of  the  $25,000  he  was 
paid,  and  that  first  winter  in  the  house 
'everyone  almost  froze  to  death,"  growls 
Bantle,  still  livid.  Later,  sanitation 
inspectors  briefly  shut  down  the  house, 
claiming  overcrowding.  Fire  inspectors 
wanted  the  small  chapel  next  to  the 
louse  moved.  "They  heard  we  were 
supported  by  an  American  and  thought 
•ve  would  pay  anything  to  deal  with  it," 
Zubkov  scoffs. 

Even  the  mob  wanted  in  on  the  action. 
Gangsters  drove  up  in  a  huge  Mercedes 
ind  demanded  $10,000  monthly  protec- 


tion payments.  The  staff  showed  them  the 
house's  $6,500  monthly  budget.  "Then 
they  realized  what  we  were  about,"  recalls 
Zubkov.  "They  gave  us  $1,000  and  sent 
one  of  their  own  to  get  treated."  In  2000 
sanitation  authorities  returned,  insisting 
the  wells  provided  insufficient  water.  So 
Bantle  ponied  up  $140,000  to  lay  pipe  and 
bring  water  from  the  village  to  the  home. 
Now  the  water  pressure  is  nearly  nonexist- 
ent, he  says,  thanks  to  new  developments 
tapping  into  the  pipe. 

At  the  home  recently,  overlooking  a 
serene  valley,  patients  stand  outside, 
smoking  and  chatting  quietly,  when  they 
are  not  in  intensive  classes,  group  ther- 
apy or  individual  counseling.  Home- 
made meals  are  served  in  a  cozy  dining 
room  with  handwrought  wooden 
benches.  The  20  staffers  include  a  doctor 
and  two  nurses,  as  well  as  social  workers 
and  counselors — almost  all  with  histo- 
ries of  alcoholism.  It's  a  tough  disease. 
The  house  doesn't  keep  recidivism  rates, 
but  AA  generally  has  at  best  a  25% 
success  rate. 


Bantle  continues  to  provide  half  of  the 
home's  $125,000-a-year  budget,  but  the 
staff  worries  about  what  will  happen  after 
he's  gone.  Plus,  a  recent  strengthening  of 
the  ruble  is  making  his  dollars  count  less. 
After  decades  of  communism  Russians 
don't  give  much  to  charity  (the  lack  of  tax 
writeoffs  for  donations  doesn't  help). 
Zubkov  persuaded  a  Kremlin  official  to 
donate  $100,000  of  his  and  other  officials' 
money.  St.  Petersburg  Governor  Valentina 
Matvienko,  a  friend  of  Putin's  and  a 
potential  candidate  for  president  in  2008, 
recently  agreed  to  put  some  municipal 
funds  toward  renovating  the  house. 

Bantle  has  spent  $2.5  million  over  the 
years  on  the  home.  His  son  and  daughter 
oversee  a  foundation  he  endowed  with 
$10  million  that  could  take  over  a  good 
portion  of  the  house's  expenses  after  he 
dies,  he  says. 

There  is  a  clear  dependence  on  the 
grandfatherly  American  at  the  home. 
Photos  of  him  are  everywhere.  "Everyone 
looks  on  him  as  a  paternal  figure — it's 
almost  mystical,"  says  Zubkov.  F 


The  Ultimate 
Driving  Machine 


Foresight  is  20/20. 


Because  most  accidents  occur  after  dark,  we  developed  Xenon  Adaptive 
Headlights.  This  advanced  technology  automatically  swivels  headlights 
around  curves  and  bends,  even  uphill.  It's  another  leading  idea  from  BMW. 
Learn  more  at  bmwusa.com/ideas. 


At  Work 


Baby  Please 
Don't  Go 

Deloitte  &  Touche  keeps 
employees  from  bolting 
by  helping  them  find 
their  dream  jobs  in-house. 

By  Helen  Coster 


AFTER  NEARLY  TWO  YEARS 
as  a  management  consultant 
in  Deloitte  &  Touche  USA's 
Pittsburgh  office,  Shantrez 
Miller  was  restless.  She 
yearned  for  more  money,  excitement  and 
a  job  in  New  York  City.  "I  had  outgrown 
what  I  was  doing,"  says  Miller,  27. 

Miller  went  to  Kathy  D.  Henn,  a 
career  coach  in  Pittsburgh.  They  spent 
45  minutes  together,  and  Miller  filled  out 
self-assessment  tests  on  the  firm's  Web 
site.  Henn  helped  her  identify  job  oppor- 
tunities at  Deloitte  and  customize  her 
resume.  When  a  new  job  didn't  pan  out 
within  three  months,  Miller  left  Deloitte, 
but  Henn  stayed  in  touch.  Six  weeks  later 


Blocking  the  exit 
ramp:  Coach  Blaze 
Konkol  saves 
another  defection 
for  Deloitte. 
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Miller  came  back  to  Deloitte  as 
an  account  administrator  in  its 
Manhattan  office.  Henn  "made 
me  ask  myself,  'What  is  it  that  I 
really  want  to  do?'  and  then 
helped  me  figure  out  a  plan, 
map  it  out  and  go  for  it,"  says 
Miller,  who  is  now  bringing 
tiome  three  times  as  much  as 
she  made  in  Pittsburgh  in  2004. 
Miller  is  also  enjoying  a  more 
/isible  position  at  the  company, 
jne  of  the  priorities  she  identi- 
fied during  her  self-analysis. 

Career  coaches  are  all  the 
rage  among  executives  with  itchy 
:eet.  But  Deloitte  doesn't  want 
disgruntled  employees  to  go  out- 
side for  professional  hand-hold- 
ng,  so  it  has  Henn  and  24  other 
:areer  coaches  on  its  own  pay- 
'oll.  Cost  of  counseling  to  employee:  none, 
r'ayoff  to  Deloitte:  lowered  turnover. 
Before  the  counseling  program  was 
nstalled  five  years  ago,  staff  turnover  at  the 
mditing  and  consulting  firm  was  20%  a 
rear,  costing  the  company  $900  million  in 
■ecruiting  and  training  expenses.  Turnover 
s  down  to  15%  now,  average  for  the 
iccounting  industry.  Deloitte  spends 
•oughly  $2  million  a  year  on  the  career- 
:oaching  program. 

Initially  Deloitte  execs  blamed  defections 
)n  the  lure  of  Internet  startups:  58%  of  its 
vorkers  are  34  years  old  or  younger.  But 
vhen  Deloitte  scrutinized  exit  interviews, 
t  learned  that  two-thirds  of  departing 
;mployees  were  bolting  for  positions  they 
:ould  have  nabbed  at  Deloitte.  "Part  of  it  was 
irst-job  syndrome:  The  younger  employees 
hought  the  grass  would  be  greener  else- 
vhere,"  says  W.  Stanton  Smith,  a  partner  in 
Deloitte's  personnel  department. 

Jane  Johnston,  61,  had  been  the  editor 
)f  Deloitte's  Web  site  for  four  years  when 
he  decided  that  she  was  tired  of  dead- 
ines,  long  hours  and  a  60-minute  com- 
nute  to  the  Chicago  office.  She  began 
alking  with  Blaze  Konkol,  a  34-year-old 
areer  coach,  in  2005.  Konkol  introduced 
ohnston  to  other  writers  within  Deloitte. 
ohnston  then  went  on  informational 
nterviews  in  Chicago  and  at  other 
offices— the  company  footed  the  bill  for 
hese  soul-searching  trips — so  she  could 


By  the  Numbers 


Coach  Class 

Call  it  the  Oprahfication  of  corporate  life.  Career  coach 
ing  is  becoming  a  global  phenomenon. 


I  P  I  I 


Annual 


revenue  of  the  coaching  industry  worldwide 


Number  of  career  coaches. 


The  percentage  of  coaches  who 
hold  a  master's  degree  or  Ph.D. 


salary  of  a  career  coach. 


The  average  annual 


Source:  International  Coach  Federation. 


"figure  out  what  I  did  and  didn't  want  to 
do,"  Johnston  says.  A  year  later,  after 
weekly  e-mails  and  biweekly  calls  with 
Konkol,  Johnston  accepted  a  job  manag- 
ing content  for  several  internal  Deloitte 


Web  sites.  It's  a  position  with 
flexible  hours  that  enables  her 
to  work  from  home  up  to  two 
days  a  week. 

To  date  Deloitte  claims  that 
9,700  employees— 23%  of  its 
ranks  in  the  U.S. — have  been 
through  the  coaching  process. 
Smith  says  760  of  those  folks 
report  that  they  would  have  left 
the  firm  if  Deloitte  hadn't  had  the 
coaching  system.  The  company 
feels  confident  enough  about 
morale  that  it  just  opened  a  con- 
test in  which  Deloitte  employees 
create  short,  unfiltered  films  that 
express  the  organization's  culture. 
It  will  air  the  winning  video  on 
YouTube. 

Konkol  believes  the  coaching 
program  works  even  when 
employees  who  have  been  through  the 
process  exit  the  firm.  He  says,  "If  we  can 
manage  it  such  that  they  leave  and  feel 
positive  about  the  company,  then  I've 
been  successful."  F 


The  Ultimate 
Driving  Machine 


Our  engineers  are  known  for  thinking  ahead. 
Now  our  cars  are,  too. 


Our  xDrive,  intelligent  all-wheel-drive  system  uses  sensors  to  monitor  the  road 
ahead.  In  milliseconds  it  delivers  power  to  individual  wheels  for  tenacious  grip 
on  virtually  any  surface.  It's  one  more  powerful  idea  from  BMW.  Learn  more 
at  bmwusa.com/ideas. 


HEARD  ON  STEPS  OF  MAIN  OFFICE 
FRIDAY  8:15  AM 

it''  if* 


Smart  guy:  But  how  do  we  differentiate 
in  a  customer-centric  environment? 

Witty  guy:  Everyone  else  is  going  virtual. 
Smart  guy:  Great.  Let's  do  that. 


Everyone's  looking  for  innovative  ways  to  make  customers 
happier.  Few  know  where  to  start.  IBM  helped  Staples  reshape 
their  customer  experience,  resulting  in  a  60%  increase  in  their 
online  conversion  rate.  See  how  at  ibm. com/do/experience 


IBM,  the  IBM  logo  and  ibm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries  Other  company,  produe 
and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007  All  rights  reserved. 
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THE 


Disru 


Why  do  some  companies  adapt  to  change  while  others  are  left 
scrambling?  Why  did  Apple's  iPod  leave  Sony's  Walkman  in  the  dust? 
How  could  Netflix's  movie  rental  business  strike  a  near  lethal  blow  to  mighty  Blockbuster? 
Ever  since  Harvard  Business  School  professor  Clayton  Christensens  landmark  book 
The  Innovator's  Dilemma  was  published  in  1997,  business  leaders  have  been  seeking  strategic  advice 
on  his  theory  of  "disruptive  innovation." 


Whether  you  manage  a  large  multinational  corporation  or  a  small  division  of  one,  a 
VC-backed  start-up  or  sole  proprietorship,  this  special  report  on  "The  Disruptors"  will  help 
you  better  understand  your  own  business  challenges  as  well  as  others  that  might  be 
lurking  in  your  future. 
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A  Decade  Disrupted 

Are  you  an  innovator  or  is  your  business  vulnerable  to  a  disruptive  attack? 
Ten  years  after  the  theories  of  disruptive  innovation  were  first  published, 
we  look  at  the  lessons  learned.  I  By  Clayton  M.  Christensen  and  Innosight 


Ten  wars  ago  I  published  77k-  bavwtors  Dttemnhi  to 
explain  how  the  very  managenKnt  principles  companies 
reh  on  actually  can  inhibit  their  ability  to  master  change. 
In  industry  alter  industry,  mv  research  has  shown  that  disruptiw 
forces  can  owrvv-heim  even  seemingly  unassailable  market  Waders. 
The  theory  of  disruptiw  innovation  emerged  out  of  mv 
research  in  the  hard  disk  mdustry.  where  1  noticed  an  inter- 
esting pattern.  Every  time  an  innovation  involved  making  a 
better  hard  disk  that  \%vukl  be  highh  valued  by  a  company's 
current  customers,  incumbents  won.  However,  when  an  inno- 
vation involved  nuking  a  hard  disk  that  current  customers 
couldn't  utilize  because  it  seemingh  had  too  little  perform- 
ance, entrants  won  the  market. 

Further  research  showed  that  mis  pat- 
tern was  common.  More  than  130  vears 
ago.  Western  Union  passed  on  the  tele- 
phone because  the  technok^v  could 
onh  send  a  signal  a  tew  miles.  In  the 
Ute  l*50s.  Toyotas  first  car  hit  the 
American  market.  The  boxy,  but  cheap. 
Corona,  was  largely  dismissed  bv 
Detroit  auto  nvmuracturers. 
m  die  personal  computers  started 
Cisco  .rtrcchcvvi  coves  that  allowed  hu\ 
inter-connect,  hurnhiv  beginning  the  transformation  of  the  adt- 
working  business.  In  the  e£a\  began  sefing  simple  col- 
kvribks  that  were  verv  cHtacuk  to  trade  before  the  Internet  arn\evi 
In  industry  after  industry,  companies  haw  created  growth  by 
redefining  performance.  They  either  bring  a  simple,  cheap 
solution  to  the  low  end  of  an  established  market,  or  enable 
"rvr.ccr.suiv.ers"  :c  so  he  pressing  rrcrlerr.s. 
r%ruptions  often  don't  involve  btg  technc4ogkral  break- 
throughs. Rather,  they  ir.wxw  mastering  the  intricate  an  of 
the  simple  solution  Reacting  upon,  what  we  have  learned 
over  the  fatst  10  wars  I  am  reminded  of  four  key  points: 

Tixhnology  Improves  Faster  Than  People's  Lives  Qwxje 

This  means  that  in  the  pursuit  of  profits,  established  compa- 
nies almost  alvavs  erxi  ur  r>  ersr.ee  r.r.iT  rrc*cessrve  nvarke-t 
tiers.  Ir.  essence,  thev  pro.  rue  rnvu.rs  that  pack  in  too  much 
tvrrcrr.-iince.  Thihk  aboc:  . ^ur  cell  rhcrje.  Odes  are  that  wu 


onh-  use  a  fraction  of  its  capability.  Companies  ha\e  to  plav  thi: 
game.  The  sustaining  innovations  that  mow  a  company  alonj 
an  established  impnwement  traiectorv  are  its  lifeblood.  Bu 
onh'  sustaining  creates  circumstances  that  favor  disruptors. 

Disruption  Is  Not  Just  Technology 

Generally,  the  true  disruptiw  power  of  an  innovation  lies  not  b 
the  technology  itself,  but  in  the  business  model  Successful  disrup 
tors  haw  the  ability  to  make  monev  at  low  price  points.  Or  the 

haw  k>w  overheads  thai 
Disruptions        aflow  them  to  sun  small  ar* 

often  don't     *fap«-orthe  t«J 

di&rent  value  chain.  wrtl| 
inVOlVe  big  i^-partneRMR&Rani 
technological      Annette  market 

breakthroughs.  ncril„tirtn  rnma 

f  Disruption  Come 

Rather,  they  From  Playing  Th« 
-    Game  Differently 

involve  mas- 

yuccessru.  cusrurtor 

tering  the  •- 
intricate  art  of       ""^^  ^  ^ 

along  traditional  perfect 

the  simple 
solution. 

or  pehorr.rur.ee  h  pullr. 
an  overlooked  aiuovatii 

lewr.  Simpuciry.  Convenience.  Accessibility.  Afibrdabfi 
C  ei  these  art  hallrrurks  ot  utsruptr.e  irrovaror.. 

Disruption  Drives  Growth 

\\"hen  my  colleagues  at  Innosight  analyzed  US.  compani 
that  ~:..t  the  highest  market  value  when  thr.  broke  through 
nllior   •  ;  ;ouru  that  mere  thar.  halt  were  has? 

or  u.srv.pr.cr  V.astervr.g  the  cere  concepts  ir.  uisrrpror  a 
r.c-  er.h  ••  ttal  tec  Is  ir.  growth  and  tnncvatton.  hut  the",  c; 

-  .  r  erntrun.es  unci  managers  spot  and  respond  tr  it 
ruptive  attackers  early.  F 


svrsrrv  —  »^>ui>-fvsoo-'.  st-«j 


HEARD  ON  RED-EYE  TO  FRANKFURT 
WEDNESDAY  6:15  AM 


Pink  argyles:  How  are  we  doing  on  the 
global  collaboration  plan? 

Barefoot:  We're  having  trouble  getting 
buy-in  from  the  local  offices. 

You've  heard  everyone  talk  about  innovative  business 
models,  but  IBM  has  the  experience  to  help  you  actually 
get  it  done.  Download  our  white  paper  "The  Power  of  Many" 
at  ibm.com/do/collaboration 


STOP  TALKING  = 
START  DOING  =: 


IM,  the  IBM  logo  and  ibm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product 
id  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved. 


HEARD  ON  BROADWAY 
MONDAY  2:29  PM 

Guy  with  PDA:  I  love  it.  How  soon  can  we 
get  this  into  stores? 

Short  guy:  Six  months,  maybe  seven. 

Guy  with  PDA:  What  can  we  do  in  six  weeks? 

Short  guy:  Change  the  color? 

While  other  people  talk  about  getting  to  market  faster, 
we  can  help  you  get  to  market  faster.  IBM  worked  with 
Clarion  Malaysia  to  speed  product  innovation,  reducing 
design  cycle  time  by  half.  See  how  at  ibm.com/do/costs 


STOP  TALKING  =  =■ 
START  DOING  == 
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Go  ;gle 


TEN  YEARS,  TEN  DISRUPTOR 

Each  year,  companies  and  products  emerge  that  redefir 
performance  arid  create  new  growth  in  an  industry. 
Below  are  ten  years'  worth  of  innovative  disruptors. 


1997:  Netflix 

At  first  Netflix  (Nasdaq:  NFLX)  solved  a  simple  job:  People  were  sick  of  g 
to  video-rental  stores  and  not  finding  the  movies  they  wanted.  They 
hated  paying  late  fees — which  Netflix  did  away  with.  Then,  it  develope 
innovative  recommendation  system.  With  no  retail  presence  and  over  $] 
lion  in  sales,  Netflix  has  had  a  real  impact.  Since  its  IPO  in  2002,  its  stocl 
increased  by  more  than  130%,  while  Blockbuster's  has  fallen  over  80% 

1998:  Google 

Sergey  Brin  and  Larry  Page  set  out  "to  organize  the  world's  information 
make  it  universally  accessible  and  useful."  Then,  Google  (Nasdaq:  GO 
began  selling  ads  and  developed  a  bidding  system  based  on  search  w< 
"Pay-per-view"  and  "pay-per-click"  gave  marketers  instant  feedback 
pulled  ad  dollars  from  traditional  players.  Google  went  public  in  2004, 
ing  $1.67  billion.  Today,  the  company's  market  cap  exceeds  $160  billion. 


•minute 

clinic 


1999:  BlackBerry 

Research  In  Motion's  (Nasdaq:  RIMM)  BlackBerry  brought  consumption 
mail  services  to  entirely  new,  on-the-go  contexts.  By  leveraging  excess  data 
work  capacity  and  focusing  on  heavy  users  of  corporate  e-mail,  BlackBerry  i 
tified  an  important  foothold  market.  In  classic  disruptive  fashion,  a  seem 
rudimentary  technology  nailed  a  job  to  be  done  and  created  a  blockbuster  gr< 
business.  There  currently  are  more  than  eight  million  users  of  BlackBerry's  ser 


2000:  MinuteClinic 

From  the  start,  MinuteClinic's  low-cost  health  care  clinics  were  highly  disrupti' 
placed  its  kiosks  in  drug  stores  and  made  the  simple  diagnosis  of  a  number  of  com 
conditions  lower  cost  and  more  convenient.  Quick  diagnosis,  prescriptions  an« 
appointments  are  needed.  By  reducing  the  cost  of  treating  the  most  common  mala 
insurers  were  quick  to  embrace  MinuteClinic's  offering.  CVS  Caremark  acquired  the  < 
pany  in  2006  for  a  reported  $170  million. 


2001:  Apple's  iPod 

By  2000  the  music  industry  was  facing  declines  in  sales  of  compact  discs  as  many  were  eml 
ing  new  and  illegal  file-sharing  Web  sites.  Then,  Apple  (Nasdaq:  AAPL)  introduced  its  sleek, 
to-use  iPod  along  with  iTunes  software.  Soon  iPod  came  to  dominate  the  digital  music  d 
market.  Apple  signed  agreements  with  record  labels  and  added  a  store  to  iTunes  that  allowed 
sumers  to  buy  and  legally  download  music  for  only  99  cents  per  track. 


2002:  IRobot's  Roomba 

IRobot  (Nasdaq:  IRBT)  got  its  start  developing  complex,  one-off  robots  that,  while  technically  stun: 
were  not  profitable.  The  company  made  the  strategic  decision  to  move  into  the  mass  market  by  produc 


i 

Stir 


otic  vacuum,  dubbed  Roomba.  The  product  allows  busy 
pie  to  virtually  eliminate  the  unpleasant  task  of 
uuming.  IRobot  has  sold  more  than  two  million 
imbas.  In  2006,  revenues  surged  more  than  30%  to 
1  to  $200  million. 

)3:  Skype 

en  Voice-over-Internet-Protocol  (VoIP)  began  to 
:rge,  Vonage  (NYSE:  VG)  got  most  of  the  hype.  In  true 
uptive  fashion,  Skype  Technologies  made  far  less  of  a 
sh  but  allowed  people  all  over  the  world  to  use  their 
lputers  to  place  free  online  "calls"  to  others  with  the 
ware.  EBay  (Nasdaq:  EBAY)  bought  the  company  in 
5  for  a  whopping  $2.6  billion.  Skype  now  has  more 
l  200  million  users. 

)4:  Philips'  HeartStart 

al  Philips  Electronics  (NYSE:  PHG)  introduced  the 
rtStart,  an  over-the-counter  home  defibrillator  that 
;  for  about  $1,500.  HeartStart's  disruptive  potential 
>  beyond  simply  reducing  the  cost  of  traditional  defib- 
tors.  It  comes  equipped  with  a  training  video  and 
e  instructions  to  guide  people  without  any  medical 
ling.  What  formerly  was  a  difficult-to-access  yet  vital 
nology  is  now  available  to  people  who  are  not  in  close 
amity  to  professional  medical  care. 

15:  YouTube 

Tube's  delivery  platform  is  highly  disruptive  to  cable  net- 
ks  and  satellite  providers,  which  lacked  the  ability  to  dis- 
ite  and  promote  such  massive  amounts  of  content, 
vision  companies  also  were  unable  to  offer  viewers  any- 
g  approximating  the  flexibility  of  YouTube,  which  prom- 
users  the  ability  to  watch  any  piece  of  content  at  any 
and  from  any  place  over  the  Web.  Google  (Nasdaq: 
)G)  bought  YouTube  in  2006  for  $1.65  billion. 

6:  Nintendo's  Wii 

deo  gaming,  Nintendo  was  losing  its  dominance  to  Sony 
SE:  SNE)  and  Microsoft  (Nasdaq:  MSFT),  which  were 
j;ting  heavily  in  more  powerful  consoles  and  better 
[hies.  As  their  systems  sky-rocketed  in  price,  Nintendo 

•duced  its  relatively  inexpensive,  but  profitable,  Wii  and 

e  it  far  easier  for  people  of  all  ages  to  play  video  games, 
iiotion  detecting  technology  translates  physical  actions — 

winging  a  golf  club — into  virtual  actions.  F 


DISRUPTORS  READY  TO  HATCH 

Resurrecting  Polaroid 

After  acquiring  some  of  Polaroid's  tech 
nologies  during  bankruptcy  backers  of  a 
startup  named  Zink  ("Zero  Ink")  are 
trying  to  bring  digital  printing  to 
handheld  devices.  Waltham,  Mass. 
based  Zink  has  developed  a  special 
paper  that  can  be  housed  in  cell 
phones  or  digital  cameras.  When 
activated  by  heat,  dye  in  the  i 
paper  that  had  been  colorless 
transforms  to  produce  full-color 
images.  Using  a  razor/ razor  blade 
business  model,  Zink  plans  to 
rake  in  profits  on  its  special 
photo  paper  that  would  retail  I 
for  about  $2  for  10  sheets. 

Wire-Free  Charging 

MIT  physicist  Marin  Soljacic  is  testing  a  process  that  would 
charge  electronic  devices  wirelessly,  doing  away  with  cords  and 
chargers.  His  recently  released  paper,  "Wireless  Non-Radiative 
Energy  Transfer,"  details  how  a  specific  magnetic  field  could 
enable  devices  equipped  with  a  special  receiver  to  get  a  charge 
from  a  wireless  antenna,  doing  away  with  the  need  to  plug  in. 

Plug  and  Play  Auto  Care 

As  our  cars  get  more  complex,  checking  under  the  hood  has 
become  an  expensive  and  confusing  ordeal.  The  SAM  system 
by  Smart  Auto  Management  seeks  to  provide  an  ATM-style 
drive-through  booth  that  will  scan  and  assess  more  than 
2,000  onboard  diagnostic  codes  in  the  space  of  10  minutes. 
Cost:  Less  than  $15.  The  systems  appear  in  some  Jiffy  Lubes 
and  Kwik  Kar  stations. 

Print  Your  House 

As  if  the  home  building  business  didn't  have  enough  trouble. 
University  of  Southern  California's  Dr.  Behrokh  Khoshnevis' 
Contour  Crafting  is  trying  to  use  layered  fabrication  technology 
to  construct  the  shell  of  a  full-sized  house  in  less  than  a  week 
with  minimal  human  intervention.  The  goal:  to  use  rapid-set 
concrete  to  print  shell  houses  in  24  hours  that  require  only 
electrical,  air  conditioning  and  plumbing  installation.  F 

Excerpted  from  a  recent  issue  of  Strategy  &  Innovation.  For  more  go  to 
www.forbes.com/strategy&innovation. 
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Pet  Projects 

Timeshare  developer  David  Siegel  is  a  great 
salesman — and  his  biggest  pitch  is  the  story  of 
how  successful  he  is  !  By  Luisa  Kroll 

w 


HEN  TIMESHARE  TY- 
coon  David  Siegel  visits 
a  newly  constructed 
resort,  he's  not  just 
checking  up  on  big  cost 
overruns.  He's  inspecting  the  furniture  he  pre- 
selected, the  showerhead  and  flat-screen  TV 
in  each  unit.  He  tests  pillows  by  sleeping  on 
them  at  home  before  picking  the  half-dozen 
that  will  end  up  on  all  beds.  He  reviews  every 
expense,  no  matter  how  small,  and  recendy 
questioned  a  bill  for  rental  plants,  including 
palm  trees;  now  all  timeshare  units  at  West- 
gate  Resorts  have  silk  flowers.  "There  is  no 
democracy'  says  Siegel,  who  founded  West- 
gate  27  years  ago.  "I  make  all  the  decisions." 

A  little  dictatorship  never  hurts  in  the 
dicey  timeshare  business.  Losing  control  of 
any  details  can  send  finances  reeling.  "It  takes 
a  lot  of  money  to  keep  the  business  running," 
says  Siegel,  who  owns  100%  of  Westgate. 
"You  have  to  keep  borrowing  to  keep  grow- 
ing." The  thirst  for  capital  comes  from  the 
fact  that  both  the  construction  cost  of  a 
resort  and  the  considerable  expenses  of  mar- 
keting it  (40%  to  50%  of  gross  revenues)  must 
be  paid  up  front,  while  payments  from  cus- 
tomers come  in  very  slowly.  His  buyers — 
Siegel  refers  to  them  as  the  "Johnny  Lunch- 
Bucket  crowd,"  who  "shop  at  Wal-Mart  and 
otherwise  would  stay  in  a  Ramada  Inn" — 
pony  up  roughly  10%  initially,  or  $2,400  for 
the  right  to  stay  one  week  per  year  in  a 
two-bedroom  apartment.  They  pay  the 


other  $21,600  over  ten  years  (often  borrow- 
ing it  from  Westgate,  which  makes  much  of 
its  money  on  financing),  plus  a  $599  annual 
maintenance  fee. 

Siegel,  72,  enjoys  life  on  the  edge.  A 
onetime  deputy  sheriff,  TV  repairman 
and  gas  station  owner,  he  has  built  West- 
gate  into  one  of  the  nation's  largest 
privately  held  timeshare  developers.  (He 
unhesitatingly  says  he's  the  biggest.  "Suc- 
cessful people  are  not  humble,"  he  says. 
"You  have  to  toot  your  own  horn.")  His 
28  resorts  in  1 1  states— 450,000,  he  says, 
have  bought  8,000  units  from  him— rep- 
resent the  bulk  of  his  net  worth,  which 
we  estimate  at  $1  billion.  Siegel  insists  he's 
worth  $1 .8  billion;  Westgate  contacted  this 
magazine  earlier  this  year  to  lobby,  in  vain, 
to  get  him  a  spot  on  The  Forbes  400  list. 

Siegel  and  his  third  wife,  Jacqueline,  a 
former  Mrs.  Florida  who  is  three  decades 
his  junior,  are  building  a  90,000-square- 
foot  lakefront  house  in  Orlando,  Fla.  for 
them  and  their  seven  children,  all  under 
age  1 1 .  Versailles,  as  it's  called,  will  have  a 
roller  rink,  6  swimming  pools,  a  bowling 
alley,  10  kitchens  and  30  bathrooms. 

And  there  are  big  plans  for  Westgate. 
Siegel  intends  to  spend  $1  billion,  funded 
from  operations  and  bank  debt,  to  build 
4,000  units  in  such  places  as  Myrtle  Beach, 
S.C.,  Gatlinburg,  Tenn.  and  Anaheim, 
Calif.  He  has  already  dropped  $100  mil- 
lion in  cash  and  says  he  will  invest 


another  $1.1  billion  in  his  chichiest  proj- 
ect yet:  a  joint  venture  with  Planet  Holly- 
wood to  build  a  2,853-unit  tower  in  Las 
Vegas.  Delayed  two  years  and  three  times 
as  expensive  as  originally  budgeted,  it  is 
now  slated  for  a  2009  opening.  "Once  the 
Westgate  name  is  on  top  of  the  50-story 
icon-  property,"  says  Siegel,  "we  will  be  a 
brand,  and  it  will  give  us  more  credibility." 

Credibility  is  something  this  business 
could  use  more  of.  But  consumer  protec- 
tions, as  well  as  offerings  from  such  respected 
players  as  Wyndham,  Marriott  and  Star- 
wood, helped  push  industry  sales  above  $10 
billion  last  year  from  $2.7  billion  a  decade 
ago.  Exchange  services  that  let  timeshare 
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owners  trade  their  weeks  for  other  ones 
around  the  world  have  also  helped  to  juice 
revenues.  But  the  business  still  has  a  whiff 
bf  slick  sales  tactics  and  funky  accounting, 
pays  Howard  Nusbaum,  chief  executive  of 
rhe  industry's  trade  organization,  American 
j  Resort  Development  Association:  "We  don't 
;>et  the  respect  [hotels]  do." 

Siegel  mastered  the  art  of  the  quick 
luck  while  very  young,  growing  up  in 
|  ndianapolis  and  later  Miami.  At  age  4 
jie  begged  his  mother  to  let  him  deliver 
newspapers  like  his  older  brother.  A  few 
j/ears  later  he  would  get  a  box  of  bubble 
»um  from  his  dad,  who  owned  a  grocery 
pore,  and  cut  it  into  ten  pieces  to  resell 


for  a  dime  apiece  at  school  At  19  he 
enrolled  in  an  electronics  school  to  learn 
TV  and  radio  repair,  then  brought  in 
busted-up  equipment  for  his  instructors 
to  fix,  and  got  paid  for  it.  The  school 
president  told  him  to  quit  the  business 
or  quit  school.  Instead,  Siegel  opened  a 
repair  shop  and  hired  his  teacher  to  work 
for  him. 

Over  the  next  decade  Siegel  hopped 
around  a  lot.  He  tried  his  luck  in  Holly- 
wood, returned  to  Florida  to  become  a 
deputy  sheriff,  attended  the  University  of 
Miami,  joined  the  U.S.  Air  Force  Reserve 
to  avoid  being  drafted  and  started  several 
businesses  (three  of  which  failed).  He  lost 


his  repair  shop,  plus  his  house  and  car, 
after  being  called  up  on  active  duty  for  a 
year.  He  later  borrowed  $600  to  open 
another  TV  repair  business,  which  fell 
apart  soon  aftei  his  manager  was  shot  and 
killed  at  the  store  A  furniture  store  be 
opened  was  firebombed  and  looted  din- 
ing riots  in  1968  Wiped  out,  he  took  a 
job  selling  land  over  the  phone  but  says 
he  was  fired  for  not  following  sales  proce- 
dures. Tn  I970  he  moved  to  Orlando  to 
sell  land,  divorced  his  first  wife  and 
married  his  high  school  sweetheart 

Siegel  found  his  footing  that  first  year 
in  Orlando,  when  he  tried  to  sell  a 
woman  I  ll;  acres  ot  land  for  $5,000.  She 
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said  it  sounded  pricey  and  pulled  out  a 
brochure  for  land  in  the  same  area  sell- 
ing for  $500  an  acre.  He  dismissed  it  as 
swampland  and  persuaded  her  to  buy 
from  him  instead;  when  she  went  to  get 
her  checkbook,  he  slipped  the  brochure 
into  his  pocket.  That  Friday  he  agreed  to 
buy  all  1,280  acres  of  "swampland"  for 
$640,000.  He  wrote  a  $25,000  check  for 
the  deposit,  even  though  he  didn't  have 
the  money  to  cover  the  check.  On 
Monday  he  went  from  bank  to  bank  until 
he  persuaded  one  to  lend  him  money.  He 
then  found  a  private  investor  to  front  him 
the  rest. 

Over  the  next  few  years  Siegel  sold 


enough  property  to  stash  $3  million  and 
buy  a  few  apartments,  old  hotels,  a  tourist 
attraction  called  Mystery  Fun  House  and 
an  orange  grove  near  Disney  World.  One 
day  in  1980  a  man  offered  to  pay  him 
double  the  market  value  for  10  acres  of 
the  grove,  explaining  that  he  wanted  to 
develop  a  timeshare  business  on  it.  Siegel 
demurred — and  instead  built  his  own 
timeshare  villa.  Two  years  later  he  began 
selling  16  units  out  of  a  tent  at  the  back  of 
the  grove.  He  did  well  enough  to  throw 
himself  a  retirement  party  on  his  50th 
birthday  in  1985— a  plan  that  obviously 
proved  to  be  premature. 

Siegels  messy  private  life  nearly  did 
him  in.  During  1997  divorce  proceed- 
ings, he  says,  Bettie,  his  wife  of  27  years 
and  50%  owner  of  his  business,  refused 
to  authorize  loans  needed  to  keep  oper- 
ations going  unless  Siegel  signed  over 
$200  million.  Siegel  says  he  relented,  on 
the  condition  that  he  keep  100%  owner- 
ship of  Central  Florida  Investments 
(CFI),  whose  holdings  included  Westgate, 
as  well  as  his  Bill  Mack  sand  sculpture 
called  "Harmony,"  his  stamp  collection 
and,  yes,  his  Rollerblades. 

In  the  midst  of  the  contretemps  Siegel 
fired  Alan  Rainey,  his  chief  financial  offi- 
cer. Rainey  sued  for  his  severance,  and 


says  he  was  fired  for  giving  unflattering 
testimony  in  a  deposition.  Soon  after  the 
divorce  settlement  CFl's  chief,  Ronald 
Leventhal,  who  was  married  to  the  sister 
of  Siegels  first  wife,  quit  to  start  a  rival 
outfit  and  was  later  joined  by  Rainey  and 
two  dozen  of  Westgate's  managers.  Siegel 
later  sued  his  onetime  executives,  claim- 
ing they  gave  him  misleading  informa- 
tion about  Westgate's  financials.  As  a 
result,  he  says,  his  divorce  settlement — 
which  he  tried,  unsuccessfully,  to  undo— 
was  based  on  an  inflated  valuation  of  his 
business.  Siegel  and  Leventhal  settled;  the 
case  involving  him  and  Rainey  is  ongo- 
ing. "The  projections  were  not  inflated," 


Rainey  says.  "Look  at  the  empire  he's 
built." 

The  setbacks  merely  recharged  him. 
He's  been  expanding  ever  since.  Siegel 
builds  more  massive  resorts  (average 
number  of  units  is  357,  versus  109  for  the 
industry)  in  high-traffic  areas  like 
Orlando,  Williamsburg,  Va.  and  Myrtle 
Beach.  Siegel  adds  amenities,  such  as  the 
Jurassic  Park  miniature  golf  course  at  the 
Westgate  Vacation  Villas  near  Orlando 
and  a  60,000-square-foot  indoor  water 
park  at  the  Westgate  Smoky  Mountain 
Resort  in  Gatlinburg. 

The  costs  of  frills  is  nothing  alongside 
those  of  marketing.  Siegel  spent  $259  mil- 
lion funding  five  call  centers  and  up  to 
1 ,700  telemarketers  and  2,600  salespeople 
during  peak  season,  as  well  as  500  Web 
sites  that  offer  discounted  vacations  to 
people  willing  to  listen  to  a  resort  sales 
pitch.  In  Orlando,  for  instance,  Westgate 
has  set  up  booths  in  7-Eleven  stores,  Uni- 
versal Studios'  theme  park  and  hotels, 
where  it  offers  free  or  discounted  tickets  to 
Disney  World,  Sea  World  or  Universal  in 
exchange  for  taking  a  90- minute  tour  of  a 
resort.  A  show  at  Westgate  Vacation  Villas 
featuring  live  white  Siberian  tigers  has 
drawn  crowds,  but  it  has  also  incited  ani- 
mal rights  protesters,  who  picketed  Siegels 


resorts  and  home  until  he  got  a  court 
injunction. 

Perhaps  600  people  show  up  at  7  a.m. 
on  a  Monday  to  take  a  tour  of  the  gigantic 
Westgate  Vacation  Villas,  lured  by  the  offer 
of  the  theme-park  tickets.  After  a  buffet 
breakfast  (gratis)  and  a  half-hour  look  at  the 
place,  potential  buyers  are  herded  into  a  large 
room  for  the  hard  sell.  If  after  that  a  cus- 
tomer still  isn't  sold,  his  salesperson  leaves 
to  get  a  gift  bag  with  the  tickets  and  brings 
over  another  sales  associate  who  pitches  a 
sampler  package — a  trial  week  at  one  of  the 
resorts  for  $800  to  $1,500,  less  than  what  it 
costs  to  stay  in  a  motel.  Westgate  claims  that 
one  in  five  tour-takers  eventually  buys  a  unit, 
twice  the  estimated  industry  average.  Of 
those,  6%  reportedly  rescind  (the  states  var- 
iously allow  three  to  ten  days  to  back  out), 
versus  13%  for  the  industry  in  2006;  another 
15%  eventually  default. 

Pushiness  hasn't  hurt  Westgate's  business, 
which  Siegel  claims  netted  $154  million  on 
revenue  of  $608  million  last  year.  But  it's  not 
that  simple.  Timeshare  accounting  is  done 
on  a  completion  basis.  By  that  measure 
Westgate's  sales  were  really  $379  million, 
since  it  had  to  defer  $229  million  worth  oi 
projects  sold  last  year  that  are  still  under  con- 
struction. And  as  for  those  earnings,  they're 
in  fact  lower,  thanks  in  part  to  new  account- 
ing regulations  that  require  most  sales  and 
marketing  costs  to  be  recognized  as  the\ 
occur,  not  deferred,  as  in  the  past.  Nor  dc 
those  profits  reflect  payment  of  taxes.  That's 
done  through  Siegels  holding  company 
Central  Florida  Investments.  Assuming 
rates  of  34%,  Westgate  netted  roughly  $5( 
million.  It's  a  highly  leveraged  outfit:  As  o: 
Dec.  31  it  had  $816  million  worth  of  note; 
payable  and  lines  of  credit.  A  major  credi 
tor  is  Siegel  himself,  who  has  lent  the  com 
pany  $112  million. 

He's  keeping  an  eye  on  that  invest 
ment,  shuttling  back  and  forth  to  La.' 
Vegas  every  other  week  to  inspect  hi; 
prize  property.  On  a  recent  visit  ht 
spotted  25  changes  he  wanted  to  make  tc 
the  model.  "I  didn't  like  the  door  trims  oi 
the  granite  on  the  sink;  the  kitchen  light: 
weren't  bright  enough;  I  wanted  the  widtl 
of  the  doorway  to  the  bedroom  expandei 
a  foot,"  he  says.  "Unfortunately,  the  peo 
pie  who  work  for  me  can't  see  what  I  see 
I  am  like  a  bull  who  sees  red."  F 


"Unfortunately,  the  people  who  work 
for  me  can't  see  what  I  see.  I  am  like 
a  bull  who  sees  red," 
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Trouble  Is  My  Business 


Billionaire 
JEAN-CLAUDE  GANDUR 
has  braved  war  and 
corruption  to  build  an 
oil  empire  on  the  cheap. 
By  Christopher 
Helman 


RECENTLY  A  HUGE  EXPLOSION 
shook  northern  Iraq.  Not  the 
usual  kind.  This  blazing  fire 
and  billowing  black  smoke 
came  from  a  test  drill  at  Taq 
Taq,  an  oilfield  30  miles  southwest  of  Irbil 
in  the  Kurdish  region.  With  no  pipeline  or 
storage  tanks  in  place,  Addax  Petroleum 
had  little  choice  but  to  burn  off  the  oil 
rather  than  let  it  soak  into  the  rocky 
ground.  Opening  the  well  for  a  few 
minutes  revealed  a  true  gusher:  a  flow  rate 
of  37,500  barrels  per  day.  Considering  the 
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results  from  three  other  wells  already  com- 
pleted, engineers  figure  that  Taq  Taq  holds 
more  than  2.7  billion  barrels  of  high- 
quality  crude  and  could  produce  as  much 
as  200,000  bpd  for  ten  years. 

One  small  problem:  Iraq's  parliament  still 
hasn't  signed  off  on  a  federal  oil  law,  putting 
the  entire  $500  million  gamble  in  jeopardy. 
Jean-Claude  Gandur,  Addax's  chief  executive, 
is  pushing  ahead  anyway.  "It  is  absolutely 
unbelievable  the  quality  of  oilfields  untapped 
in  Iraq,"  he  says.  Gandur  would  prefer  to  have 
a  law  and  an  export  license  in  place.  But  in  a 
pinch  he  figures  he  can  sell  oil — up  to  20,000 
barrels  a  day— to  a  refinery  he'll  help  build  for 
the  Kurds,  or  hawk  it  straight  out  of  the 
ground.  "Peace  has  no  value  to  our  assets." 

Gandur  knows  his  way  around  trouble. 
Most  of  his  business  is  in  restive  Nigeria, 
where  Addax  produces  100,000  bpd— over- 
shadowed by  only  Shell,  ExxonMobil, 
Chevron,  Total  and  Agip.  The  company  is  also 
pursuing  prospects  in  Cameroon  and  Gabon. 


writer.  "He  is  very  good  at  interacting  with 
people."  People  close  to  Sani  Abacha,  the  late 
dictator  of  Nigeria,  for  example.  Gandur  has 
also  been  dubbed  Commander  of  the  Na- 
tional Order  in  Benin,  has  a  diplomatic  pass- 
port from  Senegal,  and  for  ten  years  was  the 
honorary  consul  in  Geneva  for  the  civil-war- 
riven  Republic  of  Congo. 

The  son  of  a  Swiss  pediatrician,  Gandur, 
now  58,  grew  up  in  Alexandria,  Egypt,  where 
he  learned  Arabic,  fell  in  love  with  history 
and  began  a  lifelong  devotion  to  Egyptian  an- 
tiquities. He  studied  law  and  political  science 
at  the  University  of  Lausanne.  In  1976  he  went 
to  work  at  the  Philipp  Brothers  trading  house 
in  Zug,  Switzerland:  "the  best  school  in  the 
world,"  he  says.  There  he  became  a  succes- 
sor to  infamous  trader  Marc  Rich,  who  had 
left  the  company  in  1973.  Early  on  Gandur 
gravitated  to  francophone  Africa  and  became 
manager  of  Philbros'  African  oil  trading 
operations.  After  stints  at  rival  trading 
houses,  in  1987  he  and  three  partners  set  up 


ing  huge  volumes  of  other  people's  oil,  into 
the  upstream,  which  entails  more  risk  and  up- 
front investment  but  offers  fatter  returns.  AOG 
inked  its  first  prcxiucuon-sharing  contract  with 
the  oil  minister  of  Ivory  Coast  to  overhaul  the 
abandoned  offshore  Espoir  oilfield.  That  was 
followed  up  in  1997  with  concessions  in  off- 
shore Benin. 

Gandur  came  into  the  money  a  year  later, 
in  Nigeria,  where  U.S.  oil  company  Ashland 
and  the  French  major  Total  were  in  a  50/50 
venture  developing  four  offshore  oil  blocks. 
Ashland,  in  the  process  of  refocusing  its  busi- 
ness on  mining,  made  a  deal  to  sell  its  inter- 
est to  a  small  French  operator.  But  the  Nige- 
rians, insisting  change  in  ownership  required 
government  approval,  threatened  to  repossess 
the  assets.  Ashland  should  have  known  bet- 
ter, jokes  Gandur:  "I  think  it  was  sabotage  by 
some  of  the  executives  of  Ashland  because 
they  wanted  to  keep  it.  Otherwise  I  don't 
understand  why  they  messed  up  so  much." 

Their  screwup;  his  payday.  Addax 


if 


Nigeria  has  not  in  the  past  been  particularly  good  at  enforc  s 


Wherever  it  ventures,  Addax  does  very  well. 
Over  the  last  12  months  it  netted  $300  mil- 
lion on  revenue  of  $2.5  billion.  Run  out  of 
Geneva,  Switzerland,  Addax  is  listed  on  the 
Toronto  and  London  exchanges;  Gandur's 
24%  stake  is  worth  $1.5  billion.  His  m.o.  has 
long  been  buying  assets  on  the  cheap— and 
making  nice  with  strongmen.  "Jean-Claude 
is  able  to  open  the  doors  and  negotiate  on 
his  feet,"  says  Martin  Molyneaux,  an  analyst 
at  FirstEnergy  Capital,  a  Canadian  investment 
bank  in  Calgary,  Alta  and  an  Addax  under- 


their  own  west  African  trading  operation, 
Addax  &  Oryx  Group,  named  after  two 
members  of  the  African  antelope  family. 

Soon  AOG  began  acquiring  physical 
assets  to  backstop  trading  positions,  picking 
up  oil  storage  tanks,  petroleum  depots,  lique- 
fied petroleum  gas  and  oilfields.  The  company 
even  branched  out  into  gold  mines  (Gandur 
is  chairman  of  Toronto-listed  Axmin).  In  1996 
Gandur  made  the  salmon  leap  from  the 
downstream  activities  of  oil  trading  and  mar- 
keting, which  provide  thin  margins  by  mov- 


explained  to  Dan  Etete,  then  Nigerias  oil  min- 
ister, that  killing  a  contract  with  a  U.S.  com- 
pany would  be  lousy  p.r.  and  persuaded  him 
to  let  Gandur  negotiate  with  Ashland  for  the 
assets.  Events  played  into  his  hands.  OPEC  had 
boosted  output  just  months  before  the  Asian 
financial  crisis  eroded  demand  for  fuel;  oil 
prices  plunged  from  $20  to  $12  a  barrel.  Gan- 
dur convinced  Ashland  and  Total  to  sell  the 
four  blocks,  with  8,000  bpd  of  production  and 
30  million  barrels  of  reserves,  for  less  than 
$50  million.  After  investing  $1  billion,  Addax 
now  produces  100,000  bpd  there. 

Did  charm  alone  win  the  day?  In  2000  two 
former  Addax  &  Oryx  Group  employees  were 
convicted  in  Switzerland  and  fined  for  money 
laundering  of  embezzled  funds  tied  to  Pres- 
ident Abacha  (Abacha,  who  died  in  office  in 
1998,  is  suspected  of  stealing  more  than  $3 
billion  from  Nigeria)  Etete  is  on  trial  in  France 
on  charges  of  money  laundering  and  receiv- 
ing kickbacks  from  Elf  Aquitaine  (now  part 
of  Total).  A  French  trader  and  former  Addax 
executive,  Richard  Granier-Deferre,  is  being 
tried  as  an  accessory.  Etete  reportedly  bought 
$19.5  million  of  luxury  properties  in  France. 

Nigeria  continues  to  be  a  contentious  but 
profitable  play  for  Gandur.  In  March  2006 


it 
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Addax  signed  production-sharing  contracts 
on  three  blocks  in  an  offshore  area  shared  by 
Nigeria  and  tiny  Sao  Tome.  Its  partner  is  ERHC 
Energy  a  publicly  traded  company  headquar- 
tered in  Houston  but  controlled  by  Nigerian 
businessman  Emeka  Offer,  a  close  associate 
of  former  Nigerian  president  Olusegun 
Obasanjo  (Offer  says  otherwise).  Offer  and 
ERHC  reportedly  got  a  sweetheart  deal  on  its 
blocks,  despite  limited  operating  experience 
ind  insufficient  access  to  the  necessary  cap- 
ital. "We  are  good  friends,"  Gandur  says  of 
Dffor.  "We  have  checked  him  out  through 
several  channels."  The  pals  cut  another  deal 
ast  November,  Addax  partnering  with  Offer's 
ittle-known  company  called  Starcrest  to  de- 
velop Nigerian  offshore  block  291,  a  very 
promising  prospect  in  the  same  geologic  trend 
is  Chevron's  giant  Agbami  field  and  Shell's 
Bonga.  Addax  paid  Starcrest  $35  million  for 
i  72.5%  stake,  forking  over  $55  million  to 
Nigeria  as  a  signature  bonus  and  pledging 
mother  $75  million  in  development  costs. 

s  on  oil  companies." 


little  to  worry  about.  Gandur  is  buddies  with 
powerful  Nigerian  Oil  Minister  Edmund 
Dakouru,  having  negotiated  deals  with  him 
for  20  years.  Also  helping  to  smooth  things 
out  is  Addax  board  member  Afolabi  Oladele, 
who  handled  relations  with  oil  majors  for  the 


By  the  Numbers 
Simply  Gushing 

West  Africa  is  a  black  gold  mine  for 
Gandur's  company.  Up  next:  Iraq. 

$1.2  billion 

Addax  Petroleum's  capital 
expenditure  this  year. 

480  million 

Addax's  total  reserves  in  barrels. 

$9 

Addax's  net  income  on  every 
barrel  of  oil  produced. 

Source:  Addax  Petroleum. 


Nigerian  National  Petroleum  Co.  in  the  1990s 
and  receives  $9,000  a  month  from  Addax  for 
consulting  work.  Gandur  has  also  recruited 
Brian  Anderson,  formerly  Shell's  leading  guy 
in  Nigeria,  and  James  Pearce,  who  ran 
Chevrons  deepwater  operations  there. 

Gandur  is  making  friends  lower  down 
the  social  scale,  as  well.  Addax  hires  com- 
munity representatives  from  regional  tribes 
and  has  spent  $10  million  in  the  past  decade 
building  roads,  schools  and  water  projects. 
The  rule  in  Nigeria,  Iraq  or  anywhere 
Addax  goes  is  to  "make  sure  the  chief  of  the 
village  knows  what  you  do  next,"  Gandur  ex- 
plains. "Don't  move  the  rig  without  him 
knowing."  The  strategy  has  worked  pretty 
well,  so  far.  In  contrast  with  Shell — Nigerian 
civil  unrest  has  disrupted  one-quarter  of  its 
output  for  the  past  18  months — Addax  has 
had  no  outages,  but  several  contractors  have 
been  taken  hostage,  and  last  February  one 
was  killed  trying  to  escape. 

Security  is  increasingly  in  the  fore  of  Gan- 
dur's mind,  especially  as  his  empire  and  for- 
tune have  grown  large  enough  to  make  him 
a  target.  In  Iraq  the  Taq  Taq  field  is  protected 
by  U.S.  security  outfit  Vance,  which  hires 
peshmerga,  armed  Kurdish  fighters.  The 


Kurdish  Regional  Government  has  a  huge 
incentive  to  protect  both  Gandur  and  his  in- 
vestments. After  Saddams  fall  the  KRG  began 
to  assert  its  rights  to  the  oil  in  the  territory 
under  its  control;  in  2004  it  signed  a  deal  with 
Genel  Enerji,  a  division  of  Turkey's  Cukorova 
Group,  to  explore  Taq  Taq. 

Addax  began  talks  with  Genel,  but 
months  passed,  and  any  hope  of  a  deal 
seemed  bogged  down  as  other  suitors  tried 
to  woo  the  Turks.  "They  were  aware  they 
had  a  nice  asset,"  says  Ebsary.  Gandur,  sens- 
ing it  was  time  to  close  the  deal,  stepped  in. 
He  went  to  Ankara,  met  with  Mehmet  Sepil, 
chairman  of  Genel,  and  poked  fun  at  his 
larger  oil  competitors,  saying  they  would  try. 
to  sideline  the  Turkish  energy  giant  and  take 
total  control  of  the  field.  In  July  2005  Genel 
dealt  Addax  30%;  last  year  Addax  paid 
$85  million  to  up  it  to  45%. 

Addax  and  Genel  are  also  underwriters 
of  Kurdish  independence — a  scalding  potato, 
politically  They  are  footing  $90  million  for 
drilling  this  year  and  expect  to  invest  $1  bil- 
lion to  develop  Taq  Taq  and  the  adjacent  Kewa 
Chirmila  prospect  Yet  when  Taq  Taq  starts 
producing,  90%  of  the  oil  will  go  to  the  KRG 
as  a  royalty.  If  Taq  Taq  flows  200,000  bpd  and 
Kewa  Chirmila  50,000  bpd,  that's  more  than 
$15  million  into  KRG  coffers  each  day. 

That  also  assumes  that  the  fractious  par- 
liament in  Baghdad  will  pass  a  federal  oil  law. 
It  doesn't  help  that  the  U.S.  State  Department 
opposes  Kurdish  oil  deals  as  too  much  too 
soon,  while  the  Iraqi  oil  ministry,  led  by  Shi- 
ite  Husayn  al-Shahristani,  condemns  any  deals 
as  illegal.  Until  there's  a  law,  Addax  cannot 
build  the  pipeline  that  would  probably  move 
oil  to  the  Turkish  port  of  Ceyhan.  Meantime, 
Gandur  and  Genel  will  likely  start  construc- 
tion of  a  refinery  near  Taq  Taq  that  would  take 
20,000  barrels  a  day  and  provide  a  vital  sup- 
ply of  indigenous  gasoline  to  the  Kurds. 

In  a  visit  to  Irbil  earlier  this  year  Gan- 
dur gave  his  two  Serbian  bodyguards  the 
slip  to  visit  the  ancient  citadel  there.  Built 
on  a  hill  said  to  be  inhabited  continuously 
for  7,000  years,  it  houses  a  small  museum 
where  Gandur,  an  avid  collector  of  antiq- 
uities, studied  a  collection  of  ancient 
Sumerian  tablets.  He  reflected  on  the  myr- 
iad powers  that  have  come  and  gone  in  the 
Fertile  Crescent.  Assyrians,  Babylonians, 
Romans,  Europeans,  Saddam's  Baathists. 
Gandur  intends  to  stay.  F 


When  the  deal  was  announced,  the 
Nigerian  media  exploded  with  allegations  of 
:orruption.  The  block  had  been  previously 
warded  to  Transcorp,  which,  according  to 
\ddax  Chief  Financial  Officer  Michael 
ibsary,  hadn't  come  up  with  either  the 
noney  or  the  required  international  partner 
vithin  90  days,  as  stipulated  by  Nigerian  au- 
horities.  Critics  claimed  Starcrest  got  the  block 
)nly  through  cronyism.  The  Nigerian  feds 
lave  been  investigating,  and  in  August  the 
wess  reported  that  new  President  Umar  Musa 
farAdua  was  considering  the  revocation  of 
ome  recently  granted  licenses.  Gandur  says 
lis  request  to  meet  the  president  in  person 
vas  recently  turned  down. 

Shareholders  of  ERHC,  meanwhile,  are 
i  wondering  why  Offer  didn't  steer  the  block 
1 91  deal  their  way.  In  August  Offer  resigned 
ids  ERHC  chairmanship.  "Nigeria  has  not  in 
|  he  past  been  particularly  good  at  enforcing 
;  ules  on  oil  companies  with  political  ties,"  says 
fosary  "Now  they  are  really  trying  to  apply 
fie  rules."  Still,  he  adds,  "In  these  parts  of  the 
i/orld  you  are  invariably  going  to  be  dealing 
nth  people  connected  to  someone  power- 
!  jl  in  the  ruling  elite.  That's  just  the  way  it  is." 

In  that  respect  Addax  shareholders  have 
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Toy  Story 


uch  in  the  news  for  its  heroic  efforts  at  quality 
control:  MATTEL  (24,  MAT).  The  nations  largest 
toymaker  announced  three  voluntary  recalls  of 
Chinese-made  toys  with  lead  in  their  paint. 
This  follows  a  recall  last  year  of  toys  containing 
small  magnets.  Chief  Executive  Robert  Eckert  found  himself  on 
Capitol  Hill  getting  the  usual  dressing-down. 

Largely  because  of  these  imbroglios,  earnings  for  the  years 
first  half  plunged  49%,  to  $34.8  million.  But  Mattel's  stock, 
although  down  from  its  $30  high  in  April,  has  held  up  surpris- 
ingly well.  The  share  price  is  higher  than  it  was  a  year  ago. 


Why  is  Wall  Street  so  forgiving?  Mosdy,  it  seems,  because 
investors  are  willing  to  give  Mattel  a  lot  of  credit  for  acting  decisivehi 
to  contain  the  damage  from  China.  Also,  Mattel  has  $743  million  ol 
cash  and  has  been  raising  the  dividend  steadily  since  2002. 

But  wait.  It  could  be  that  China  is  beside  the  point.  The  reai 
risk  in  this  company  is  its  tired  product  lineup,  says  A.G.  Edwards 
analyst  Timothy  A.  Conder.  He  contends  that  stagnant  sales  ol 
Barbie  U.S.  and  American  Girl  and  the  difficulty  replicating  the 
Cars-  and  T.M.X.  Elmo-related  sales  pop  last  year  will  hurt  prospects 
In  addition,  Mattel  has  had  a  tough  time  coming  up  with  new  prod- 
ucts to  combat  the  encroachment  of  videogames,  iPods  and  eel] 
phones  in  the  lives  of  5-  to  9-year-old  toy  consumers. 

Mattel  is  trading  at  16  times  trailing  earnings,  cheaper  thai: 
rivals  Hasbro  and  Marvel,  both  at  19  times.  Nevertheless,  this  i 
rich  in  light  of  the  obstacles  it  faces.  Short  the  stock. 

— Tatiana  Serafin 


Booked  Up 


No  one  advertises  book  publishing  as  a 
growth  industry.  Still,  JOHN  WILEY  &  SONS 
(44,  JW.A)  has  a  strategy  that  should  pay 
off,  maybe  in  less  time  than  it  takes  to 
finish  a  thick  Russian  novel.  The  200- 
year-old  Wiley  doesn't 
publish  War  and  Peace, 
but  it  has  a  firm  posi- 
tion in  consumer  books 
(CliffsNotes,  the  For 
Dummies  series  and 
Frommer  s  guidebooks) 
and  textbooks. 

In  February  Wiley  executed  a  shrewd 
long-term  gambit,  buying  for  $1  billion 
Britain's  highly  regarded  Blackwell  Pub- 
lishing, known  for  its  science,  technical 
and  medical  books  and  journals.  While 
not  the  most  exciting  stuff  on  the  shelf 
(e.g.,  Veterinary  Dermatology,  New  Phytol- 
ogist),  the  825  journals  are  a  growing 
revenue-generator,  with  profit  margins 


around  20%,  according  to  Stifel,  Nicolaus 
analyst  Drew  Crum. 

True,  Wiley  had  to  load  debt  on  the 
books  (now  66%  of  capital),  but  Black- 
well's  operating  income  (as  in  Ebitda)  has 
risen  26%  annually  over  the  past  three 
years,  versus  Wiley's  2%.  The  Blackwell 
deal  sliced  fiscal  2007  (ending  in  April) 
earnings  by  10%,  although  this  year's  first 
quarter  nudged  up.     —David  Armstrong 

Run  on  the  Bank 

Assets  are  down  25%  in  a  year.  Nonperform- 
ing  loans  have  risen  tenfold,  and 
short-sellers  have  borrowed  half  the  stock. 
Worst  of  all,  FIRSTFED  FINANCIAL  (56,  FED)  of 

Los  Angeles  is  that  most  loathed  of  finan- 
ciers of  late,  a  mortgage  lender.  The  bank 
targets  borrowers  in  California,  the  nation's 
default  epicenter.  FirstFed's  main  product: 
option  adjustable-rate  mortgages,  those 
that  jump  in  rates  to  unaffordable  heights 
following  low  fixed  ones. 

Buy  it,  says  analyst  Kerry  Hueston  of 


Credit  Suisse.  He  says  investors  are  unfairly 
lumping  FirstFed  with  its  less  disciplined 
rivals.  There's  no  subprime  lending  here 
The  average  customer  at  the  $7.7  billion 
(assets)  bank  has  a  Fair  Isaac  score  of  713 
(subprime  is  630  and  below)  and  25%  ol 
equity  in  his  home.  Nonperformers< 
although  rising,  are  just 
1%  of  assets.  FirstFed  has 
bought  back  nearly  20% 
of  its  stock  this  year. 

Hueston  expects 
nonperformers  to  rise 
another  70%  by  the  end 
of  the  year.  But  he  thinks 
the  -bank  has  squirreled 
away  plenty  of  loss  reserves,  equal  to  1.6% 
of  assets,  and  has  enough  to  absorb  23 
years  of  current  losses.  Like  othet 
financials,  FirstFed  stock  got  a  decent 
goose  from  the  Federal  Reserve's  rate  cut 
The  company  is  trading  cheaply  at  1.2 
times  tangible  book  and  7  times  trailing 
earnings.  — Bernard  Condon 
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receive  a  full-color  conference  brochure  and  to  reserve  your  cabin 
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Portfolio  Strategy  Ken  Fisher 


CREDIT 
GOBLINS 


SO  MANY  PEOPLE  ARE  BEARISH,  SO  MANY  EXPERTS 
are  wringing  their  hands  over  subprime  lending,  so 
great  are  the  fears  of  a  credit  crunch,  that  you  should 
be  ...  bullish!  It  isn't  just  the  media's  dirge  about 
mortgage  defaults  that  will  supposedly  ripple  every- 
where. Normally  sounder-thinking  Main  and  Wall  Streeters  are 
worrying  themselves  to  death  about  the  economy.  It  took  just 
one  lightning-quick  month,  beginning  in  mid-July,  for  the 
popular  consensus  to  go  from  optimism  to  pessimism.  A  rapid 
switch  like  that  never  happens  around  market  tops,  only  correc- 
tions. The  bears  are  wrong. 

In  the  Sept.  17  column  I  detailed  why  we  have  no  real  credit 
crunch,  scarcely  even  a  hunch  of  a  crunch.  By  the  time  Hal- 
loween is  over,  the  credit  crunch  bogeyman  will  have  disappeared 
along  with  the  ghosts  and  skeletons. 

The  bigger  picture,  which  has  been  apparent  for  three  years, 
is  that  corporate  earnings  are  very  strong  in  comparison  with 
stock  prices  and  the  aftertax  cost  of  borrowed  money.  This  phe- 
nomenon is  fueling  takeovers,  leveraged  buyouts  and  share  buy- 
backs.  Bears  don't  see  any  good  in  this.  They  posit  that  corporate 
profit  margins  are  abnormally  high— therefore  destined  to  revert 
to  a  lower  level— and  that  the  cost  of  borrowed  capital  will  soar  in 
the  coming  credit  crunch. 

Wait  a  minute.  What  credit  crunch?  Since  June  interest  rates 
are  down,  not  up.  Not  just  short-term  rates,  not  just  government 
rates,  but  long-term  corporate  rates. 

Compare  the  earnings  yield  on  stocks  (the  inverse  of  the 
price/earnings  ratio)  with  the  yield  on  ten-year  corporate  bonds 
rated  BBB.  That  credit  rating  is  at  the  lower  end  of  what  bond 
traders  call  "investment  grade."  At  the  moment  the  ten -year  BBB 
yield  is  6.2%,  or  3.7%  aftertax  if  you  assume  a  corporate  federal- 
state  income  tax  rate  of  40%.  Compare  that  cost  of  money  with 
the  earnings  yield  on  the  S&P  500.  The  hh 
index  should  earn  $95  a  unit  this  year, 
before  nonrecurring  items.  That's  6.2%  of  1M«BB 


the  index's  price  of  1531.  In  other  words,  corporations  can  earn 
more  money  on  borrowed  capital  than  the  money  costs  them. 
Despite  what  you  hear,  recent  buybacks  and  takeovers  weren't 
primarily  funded  by  junk.  By  December  buybacks  and  takeovers 
will  both  be  back  and  stocks  will  be  soaring. 

Last  month  I  said  to  make  sure  you  owned  Asia.  The  flight 
to  quality  made  its  faster-growing,  albeit  sketchier,  companies 
too  cheap.  This  month  I'm  extending  the  buy  recommendation 
to  Latin  America. 

Argentina's  Macro  Bansud  Bank  (29,  BMA)  dominates  the 
market  outside  Buenos  Aires.  It's  both  good  operationally  and 
adept  at  acquiring  and  turning  around  smaller,  troubled  com- 
petitors. The  stock  suffered  in  this  supposed  credit  crisis  but  will 
bounce  back.  It  costs  12  times  expected  2007  earnings. 

The  Brazilian  Votorantim  Pulp  &  Paper  (27,  VCP)  is  the  world's 
eleventh-largest  paper  company  but  the  leader  in  eucalyptus  pulp. 
Its  advantage  is  that  eucalyptus  grows  faster  near  the  equator  than 
pine  does  in  Maine.  At  16  times  my  estimate  for  2007  earnings 
Votorantim  is  an  above-average  firm  priced  like  a  subpar  firm.  The 

company  is  also  in  the  midst  of  a 
buyback  program  that  will  retire 
10%  of  its  shares. 

Also  in  Brazil  is  a  fast-grow- 
ing wireless  company.  Vivo  Hold- 
ings (5,  VIV)  was  put  together  in  a 
series  of  mergers  and  looks  any- 
thing but  cheap  with  nothing  but 
losses.  But  its  true  profit  potential 
hasn't  emerged  yet.  It  sells  at  only 
1.2  times  trailing  revenue  and 
what  I  think  can  be  15  times  next 
year's  earnings.  When  fully  consol- 
idated, it  will  be  the  biggest  wireless  phone  company  in  the  south- 
ern hemisphere,  with  more  than  a  third  of  Brazil's  market. 

The  demand  is  never-ending  for  good  water  in  a  growing  but 
less  developed  nation.  Companhia  de  Saneamento  Basico  (50, 
SBS),  from  a  base  in  Sao  Paolo,  has  become  the  largest  water  and 
sewage  utility  in  South  America  and  third  largest  in  the  world. 
Yet  it  still  has  huge  growth  potential  and  sells  at  only  ten  times 
current  earnings. 

All  around  the  world  unionized  airlines  stagnate  while 
nonunionized  ones  thrive.  Two  tiny  ones  I  like  should  be  bought 
as  a  package,  half  a  position  in  each:  Copa  Holdings  (47,  CPA)  from 
Panama  and  Gol  Intelligent  Airlines  (24,  GOL)  from  Brazil.  You 
get  the  best  management,  newest  fleets,  best  routes  and  lots  of 
growth  potential.  They  both  sell  at  ten  times  this  year's  earnings. 

Banco  Santander  (51,  SAN)  is  Chile's  biggest  and  South 
America's  singularly  best-run  bank.  It  dominates  this  rapidly 
progressing  country's  financial  services.  It  goes  for  12  times  2007 
earnings  and  less  than  25  times  the  dividend  you'll  get  next  year. 
All  seven  of  these  stocks  are  available  on  U.S.  exchanges.  F 

Money  manager  Ken  Fisher's  latest  book  is  The  Only  Three  Questions  That  Count 
(John  Wiley,  2007).  Visit  his  home  page  at  www.forbes.com/fisher. 


What  credit 
crunch?  Since 
June,  rates  are 
down,  not  up. 
Even  long- 
term  corporate 
interest  rates. 
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Become  a  Member  of  the 

Forbes 

CEO network 

Join  an  exclusive  group  of  senior  executives  from  around  the  globe  who  have 
restricted  access  to  unique  content,  discussion  boards,  chats  and  polls. 


E-mail  ceoinvite@forbes.net  to  request  an  invitation  or 
visit  www.forbes.com/ceonetwork  for  more  information. 


Sponsored  by: 


The  F6rbes.com  CEO  Network  is  open  only  to  senior  corporate  executives.  Please  e-mail  ceoinvite@forbes.net  to  request  an  invitation. 
To  become  a  member,  you  will  be  required  to  provide  proof  of  your  status  as  a  senior  corporate  executive. 


The  Contrarian 


PANIC 
NO.  12 


THE  CAPITAL  MARKETS  HAVE  SUFFERED  MIGHTILY  IN 
the  mortgage  meltdown.  Mortgage-backed  securi- 
ties—whether backed  by  nasty  subprime  loans, 
slighdy  better  Alt  A  ones  or  even  highly  rated  borrow- 
ings, have  sunk,  hank  bonds,  often  linked  to  MBSs,  are 
hard  to  float.  Private  equity  deals,  frenetic  not  so  long  ago,  are  iffy 
now  that  high-yield  funding  is  harder  and  costlier  to  provide. 

That  has  introduced  intense  fear  to  stock-  and  fixed-income 
investors  worldwide.  Despite  the  Federal  Reserves  half-point 
reduction  in  mid- September,  there's  still  a  lurking  suspicion  that 
more  bad  news  lies  ahead.  What  will  happen  when  all  those 
adjustable-rate  mortgages  reset  upward  in  months  to  come, 
plunging  more  strapped  homeowners  into  default?  Are  we 
approaching  a  financial  meltdown  that  will  take  everything, 
including  the  stock  market,  into  a  dizzying  drop  not  seen  since 
the  bear  market  of  2000-02? 

Yes,  it's  bad  now  and  could  take  many  months  to  unwind, 
hurting  swarms  of  investors  who  were  suckered  into  going  for 
sky-high  returns  of  MBSs  without  examining  the  ridiculously 
poor  security  behind  them.  Ditto  some  of  the  convoluted  securi- 
ties that  bundle  them  called  collateralized  debt  obligations.  The 
mortgage  problem  also  could  put  a  dent  into  economic  growth 
for  a  while.  But  as  a!)  good  value  investors  know,  dire  times  bring 
opportunities.  The  long-term  trend  of  the  stock  market  is  up. 

Since  coming  to  Wall  Street  in  the  late  1960s,  I  have  been 
through  seven  such  crises.  Somehow,  the  market  survived  them 
and  thrived.  Look  back  even  further  to  the  period  following  the 
end  of  World  War  II,  and  sure  enough,  you'll  find  that  pattern 
holding  in  four  more  market  spills.  Beginning  with  the  first 
postwar  panic,  resulting  from  the  1948-49  Berlin  blockade, 
stocks  have  tumbled  only  to  come  roaring  back  to  new  highs. 
The  worst  market  break  came  in  1973-74,  during  a  nasty 


David  Dreman 


began  in  March  2000  and  ended  in  late  2002.  The  Nasdaq  Com- 
posite, heavy  with  tech  names,  still  has  not  regained  the  ground 
lost  in  that  crash,  but  the  broad  indexes  have. 

During  each  crisis  investors  felt  confused,  uncertain  and 
panicky.  They  believed  nothing  in  their  previous  experience 
could  help  them  cope  with  the  ominous  new  world  they  faced. 
"Sell,  sell,  sell,"  their  inner  worrywarts  advised.  "Save  your  capital 
before  it's  too  late." 

This  almost  always  turned  out  to  be  a  bad  move.  Selling  in  a 
crisis  is  foolish.  Yes,  if  you  had  sold  the  S&P  500,  say,  a  year  into 
the  bear  market,  in  March  2001,  you  would  have  avoided  another 
28%  decline  before  it  hit  bottom.  But  would  you  have  had  the 
wisdom  to  get  back  into  stocks  a  year  and  a  half  later?  I  don't 
know  of  anyone  advising  an  exit  in  March  2001  who  also 
switched  to  a  bullish  stance  in  fall  2002.  And  if  you  had  sold  in 
March  200 1 ,  and  stayed  out,  you  would  have  missed  an  opportu- 
nity. Since  then  the  stock  market  has  returned  46%  (including 
dividends).  On  average,  for  each  of  the  dozen  crises,  the  market 
was  up  36%  one  year  after  the  low  point,  44%  after  two  years. 

Todays  stock  market  remains 
solid  with  good  fundamentals 
and  many  cheap  stocks  at  hand 
The  ongoing  liquidity  crisis  must 
be  handled  gingerly,  of  course. 
Commit  your  capital  slowly  as 
several  more  shocks  must  be  ab- 
sorbed before  a  broad  market 
rally  begins.  Here  are  several 
stocks  to  look  at: 

CIT  Group  (41,  CIT)  is  one  of 
the  nation's  most  diversified 
finance  companies.  Because  of 
its  small  subprime  business,  CIT 
has  dropped  34%  from  its  June 
high.  CIT  presents  good  value  at  seven  times  trailing  earnings, 
with  a  dividend  yielding  1.4%. 

One  of  my  longtime  favorite  stocks  is  Fannie  Mae  (62,  FNM), 
which  I  recommended  last  year  and  in  my  2006  assessment  col- 
umn last  winter  and  suggested  that  you  keep  it.  If  you  don't  own 
Fannie  now,  buy  it.  The  company  has  taken  its  lumps  in  recent 
years,  yet  it  should  benefit  from  the  subprime  mortgage  debacle. 
Fannie,  along  with  sister  entity  Freddie  Mac,  has  the  industry's  best 
mortgage  acquisition  standards,  and  a  bucketful  of  cash. 

Government  regulators  and  the  Federal  Reserve  focused  on 
Fannies  relatively  mild  accounting  woes  but  ignored  the  horren- 
dously  loose  standards  of  the  rest  of  the  mortgage  industry.  The; 
stock  trades  at  a  P/E  of  14  and  yields  3.2%. 

Devon  Energy  (84,  dvn)  is  one  of  the  largest  oil  and  gas  explo- 
ration companies  in  the  country.  The  stock  continues  to  look 
cheap  at  13  times  trailing  earnings.  The  dividend  yields  only  0.7% 
but  could  easily  be  increased.  F 


Since  World 
War  II  a  dozen 
financial  crises 
have  erupted. 
After  each  the 
market  roared 
back.  So  don't 
bail  out. 


recession  and  the  Arab  oil  .„m 

embargo.  The  most  recent        ^Rl^^^wS  David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian 

was  the  dot-com  slide,  which 


Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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The  windfall.  What  do  you  do  when  wealth  suddenly  comes  your  way?  Last  year  Morgan  Stanley 
completed  more  than  $720  billion  of  global  Mergers  and  Acquisitions  transactions.  And,  in  the 
process,  helped  owners  and  leaders  of  businesses  both  large  and  small  deal  with  the  consequences 
of  a  sudden  increase  in  personal  wealth.  Whether  you  benefit  from  a  merger  or  the  sale  of  a 
business,  no  one  is  better  suited  to  help  you  think  through  your  opportunities  than  a 
Morgan  Stanley  Financial  Advisor. 


Ask  a  Financial  Advisor  today. 

morganstanley.com/WORLDWlSE 


Yes,  But  James  Grant 


THE  BULLION 

PUZZLE 


JOHN  HATHAWAY  AND  I  GO  BACK  A  LONG  WAY.  I  BELIEVE 
that  I  was  the  first  journalist  to  misspell  the  name  of  his 
gold  fund.  It  is  "Tocqueville,"  with  a  "c."  That  was  in 
1998,  and  the  fund — which  invests  in  mining  stocks  and 
bullion — was  shiny  new.  Gold  was  then  a  footnote  to  an 
afterthought  in  the  levitating  stock  market.  Then,  as  now,  the 
ancient  monetary  metal  yielded  nothing.  It  just  sat  there  looking 
good,  like  some  people  you  may  know. 

Two  years  later  I  interviewed  Hathaway  for  this  column 
(Dec.  25,  2000).  He  was  confident  about  the  future  but  discour- 
aged about  the  present.  "It's  a  bad  business,  magnified  by  the 
lousy  pricing  environment,"  he  said  of  the  industry  on  which  he 
was  bullish.  For  all  his  trouble,  the  Tocqueville  Gold  Fund  (tgldx) 
had  accumulated  just  $20  million  in  assets.  The  price  of  the  metal 
he  loved  was  $275  a  troy  ounce. 

But  Hathaway  had,  after  all,  drawn  a  bead  on  the  future.  Just 
as  he  predicted,  the  gold  price  zigged  when  the  stock  market 
zagged.  The  collapse  of  the  Nasdaq  was  a  blessing  for  his  fund 
and  for  his  investors  (I  among  them).  So  were  the  weakening  dol- 
lar exchange  rate  and  the  strengthening  global  economy.  By 
November  2003  gold  changed  hands  at  $398,  and  the  Tocqueville 
fund  had  accumulated  $500  million  in  assets.  Last  April,  with 
gold  at  $677,  assets  passed  $1  billion. 

Yet,  curiously,  Hathaway  is  grinding  his  teeth.  It  was  frustrat- 
ing to  watch  gold  loitering  below  its  post- 1980  high  price  of  $725, 
which  it  set  in  May  2006.  And  it  was  frustrating  to  watch  the 
Tocqueville  Gold  Fund  trail  a  tomato  can  of  a  benchmark  like  the 
Philadelphia  Gold  &  Silver  Index  (ticker:  XAU).  In  the  year  to 
date  Tocqueville  has  a  total  return  (price  appreciation  plus  divi- 
dends) of  6.2%,  the  XAU  16.6%.  It's  been  a  very  different  story 
over  the  long  pull,  however.  Since  its  inception  in  July  1998  the 
Tocqueville  fund  has  produced  an  average  annual  return  of 
22.3%,  versus  9.2%  for  the  XAU. 

Another  source  of  Hathaway  s  irritation  is  unrelated  to  the 
frustrations  of  2007.  It  is  the  chronic  mismanagement  of  gold- 


mining  companies.  They  drive  him  crazy,  he  says.  Never  mincj 
maximizing  return  on  the  stockholders'  equity.  The  miners  ar« 
forever  issuing  stock  in  the  cause  of  producing  more  ouncei 
of  metal. 

As  a  long-term  bull  on  gold  (see  my  June  18  column),  I  asl 
him:  "Why  not  just  invest  in  GLD,  the  gold  ETF,  rather  than  in  tht 
mining  companies  in  which  you  do  invest?"  Hathaway  says  tha 
investing  in  this  exchange-traded  fund,  StreetTracks  Gold  Trust 
which  tracks  gold  prices,  not  mining  company  stocks,  might  hav 
made  sense  a  couple  of  years  ago.  But  it's  not  necessarily  the  mos 
enlightened  course  of  action  today.  So  miserable  are  mininj 
company  returns  on  equity,  so  marginal  are  the  overall  econom 
ics  of  the  business,  he  says,  that  a  change  in  the  price  of  gol 
should  translate  into  a  much  larger  change  in  the  profits  of 
miner.  "Let's  just  hope  that  the  industry  does  a  better  job  in  man 
aging  their  prosperity  than  they  did  before,"  he  says. 

Just  before  Labor  Day  Hathaway  composed  a  sermon  to  hi 
shareholder  choir  on  the  case  for  a  much  higher  gold  price.  Th 
general  breakdown  in  lending  and  borrowing  is  very  seriou 

business,  Hathaway  led  off,  an< 
exactly  the  circumstance  tha 
ought  to  favor  gold  in  its  origi 
nal  monetary  capacity.  If  th) 
Nasdaq  disaster  was  good  fa 
gold,  the  credit  crisis  should  b 
even  better.  The  drop  in  tec 
stocks  was  a  circumscribe 
problem.  The  seizing  up  of  th 
mortgage  market  is  a  universj 
problem.  "The  extent  of  th 
damage  in  2000  was  readi 
apparent,"  Hathaway  noted, 
won't  be  so  quick  and  easy  t 
repair  the  damage  done  to  con 
plex  credit,  off-balance-she 
structures,  the  Fed's  big  rate  cut  notwithstanding. 

"The  page  has  been  turned  for  gold,"  Hathaway  s  sermo 
continued.  "In  the  previous  chapter,  the  metal  was  just  anotfu 
hard  asset  and  a  laggard  at  that.  It  was  outperformed  by  ba 
metals,  energy  and  all  manner  of  tangible  assets.  It  was  an  alsc 
ran  and  an  afterthought  in  the  commodities  derby  driven  by  ti 
expectation  of  unstoppable  growth  in  the  emerging  sectors  of  tl 
global  economy.  In  the  current  chapter  I  expect  gold  to  ou 
distance  its  tangible  brethren  as  its  unique  monetary  trai 
become  more  widely  understood.  Unlike  dollars,  euros  or  yen, 
cannot  be  printed.  In  comparison  with  those  suspect  contende 
for  safety-seeking  capital,  it  is  scarce  and  difficult  to  produce." 

Just  how  hard  gold  is  to  find  and  to  produce  is  seen  in  tl 
meager  results  of  the  companies  in  the  Tocqueville  portfolio.  B 
a  much  higher  gold  price  would  cure  many  things,  including- 
suddenly  and  dramatically — the  miners'  lackluster  profits. 


Gold  mining 
stocks  are  up, 
though  not  as 
much  as  gold. 
That  makes 
them  a  very 
good  buy  at 
the  moment. 


I 


Forbes 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observe 
Visit  his  home  page  at  www.forbes.com/grant. 


108 


FORBES      OCTOBER  15,  2007 


Forbes 

Wolfe 


Nanotech 


December  10-11,  2007 
Embassy  Suites  Albuquerque 
Albuquerque,  NM 


Markets  &  Molecules: 
Inventing  the  Future. 
Investing  in  Nanotech 


As  the  pace  of  invention  quickens,  technological  discoveries  are 
accelerating  change  and  creating  opportunity  for  nimble  startups  and 
wreaking  havoc  on  incapacitated  incumbents.  Hear  from  the  world's 
most  elite  scientists  who  will  share  their  ideas  on  what  it  takes  to 
invent  and  invest  in  the  future  -  and  how  you  can  own  a  sizeable  stake 
in  it.  Pick  the  brains  of  the  entrepreneurs  risking  it  all  in  tandem  with  the  venture 
capitalists,  private  equity  and  hedge  fund  financiers  that  are  fueling  their  fires. 

Our  inaugural  event  features  hand-picked,  dynamic  speakers,  including: 

Larry  Bock,  Special  Limited  Partner,  Lux  Capital 

M.  George  Craford,  CTO,  Philips  Lumileds  Lighting  Company 

Pete  V.  Domenici,  United  States  Senator,  New  Mexico 

Ira  Ehrenpreis,  General  Partner,  Technology  Partners 

Steve  Forbes,  President  and  CEO,  Forbes  Inc.,  Editor-in-Chief,  Forbes  magazine 

Ray  0.  Johnson,  SVP  and  CTO,  Lockheed  Martin  Corporation 

Don  Kania,  President  and  CEO,  FEI  Company 

Daniel  G.  Nocera,  Henry  Dreyfus  Professor  of  Energy,  MIT 

George  Poste,  Chairman,  Task  Force  on  Bioterrorism,  U.S.  Department  of  Defense 

William  Schneider,  Jr.,  Chairman,  Defense  Science  Board 

Erik  Straser,  General  Partner,  Mohr  Davidow  Ventures 

Josh  Wolfe,  Co-founder  and  Managing  Partner,  Lux  Capital;  Editor,  Forbes/Wolfe 
Nanotech  Report 

Come  learn  from  and  challenge  these  and  other  elite  Nanotech 
professionals  at  the  first  ever  Forbes/Wolfe  Nanotech  Forum. 
Visit  www.forbesconferences.com/nanotech  for  additional  details. 


T  PARTNERS 


m 


■  H 


HOST  SPONSOR 


LOCKHEED  MARTIN 


Los  Alamos 

NATIONAL  LABORATORY 


S 


Sandia 

National 

Laboratories 


TECHNOLOGY   VfcMURF.S  CORPORA 


They  invented  "SUV" 

because  they 
can't  call  them  Jeep. 

Jeep  is  a  registered  trademark.  Good  thing.  No  telling  what  kind  of  jacked-up  station  wagons  they'd  be  trying  to 
pass  off  as  Jeep  vehicles  otherwise.  Because  sometime  around  the  mid-80s,  a  craze  took  off.  The  era  of  the  SUV 
was  born.  Fact  is,  we  had  them  beat  by  a  few  decades.  As  soon  as  the  mighty 
little  Jeep  vehicle  came  back  from  World  War  II,  people  discovered  how  much  fun 
a  utility  vehicle  could  be.  What  made  it  perfect  for  the  army  made  it  perfect  for 

•  ,        ,     — ■■■■■■    having  a  picnic  in  the  hills.  Or  a  hunting  trip.  Or  a  snowy 

'  tmtmmmmm^    drive  up  to  the  cabin.  And  ever  since,  our  vehicles  have  had 

a  heritage  of  earning  their  name  by  getting  the  tires  dirty  and  doing  what  comes 
naturally.  Each  is  rugged  enough,  dependable  enough,  unstoppable  enough,  and  agile  enough  to  be  one  of  ours, 
which  we  stand  behind  with  a  Lifetime  Powertrain  Warranty.  When  heading  straight  out  into  the  unknown,  it's  good 
to  know  you're  going  there  in  a  vehicle  that's  been  heading  down  that  muddy  road  from  the  beginning.  That's  Jeep 
4x4.  And  that's  a  heritage  no  "SUV"  -  ■ 

can  ever  stake  claim  to.  Jeep.com  lUfl  OUT  Til©r©B  06@|j 


e  dealei  for  a  cop 


nty  and  details.  Non-Transferable.  Not  available  on  SRT.  diesel  and  certain  fleet  vehiclea 
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THE  ADVENTURER 


On 
Thin 
Ice 


Olympian  Sasha  Cohen 
makes  figure  skating 
look  easy.  An  amateur 
quickly  discovers 

its  hazards. 
By  James  M.  Clash 


ERNEST  HEMINGWAY  PURPORT  - 
edly  said,  "There  are  only  three 
sports  in  the  world:  mountain 
climbing,  bullfighting  and  auto 
racing.  The  rest  are  games."  His 
point:  Risk  is  an  integral  part  of  sport,  per- 
haps its  essence. 

The  novelist  should  have  added  figure 
skating  to  the  mix. 

This  adventure,  innocuous  enough  on  the 
surface,  was  to  consist  of  two  parts:  First,  I 
would  give  two-time  Olympian  Sasha  Cohen, 


IE  ADVENTURER  with  Jim  Clash 

/er  people  who  push  the  limits  in  adventure  and  business,  travel  to 
rdinary  places,  encounter  cars  that  take  speed  to  new  limits  and  more. 

to:  www.forbes.com/advenfurer 
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2006  Olympic  silver  medalist  Sasha  Cohen  makes  figure  skating  look  graceful  and  effortless.  The  same  cannot  be  said  of  the  author. 


22,  a  lesson  in  something  I  know  how  to  do — drive  fast.  Then  she 
would  teach  me  what  she  knows  how  to  do — figure  skate. 

Sasha's  got  the  credentials:  Last  year  at  the  Torino  Olympics, 
after  falling  twice  in  her  long  skate  program,  she  mustered  a  per- 
fect final  three-minute  performance  to  capture  the  silver  medal. 
She  is  a  favorite  to  win  gold  in  2010  in  Vancouver. 

For  the  first  installment  of  our  escapade,  Lamborghini,  as 
part  of  its  annual  Giro  drive  up  the  California  coast,  lent  me  a 
2007  gray  Gallardo  Spyder  (price:  $230,000).  Sleek  and  muscular, 
the  520-horsepower  car  is  capable  of  195mph  on  the  racetrack. 
But  we  weren't  going  to  be  driving  on  a  track,  just  on  the  public 
roads  of  Sasha's  neighborhood  of  Newport  Beach.  Right  away  she 
showed  herself  surprisingly  comfortable  in  the  cramped,  low- 
slung  driver's  seat.  We  headed  out  to  Highway  73. 

Driving  fast  requires  focusing  ones  vision  far  in  the  distance, 
even  though  the  tendency  is  to  shorten  up  because  of  fear.  You 
also  have  to  be  smooth,  as  any  jerky  movement  unsettles  a  car  at 
high  speed.  I  watched  Sasha  carefully  before  she  hit  the  gas. 
Then,  in  sixth  gear  and  with  the  top  down  on  an  open  road,  she 
accelerated  to  llOmph.  I  was  impressed— and  not  the  least  bit 
nervous  as  her  passenger. 

For  part  two,  the  Aliso  Viejo  Ice  Palace,  where  Sasha  has 
trained  since  she  was  16,  was  to  be  our  classroom.  Her  coach, 
John  Nicks  (whose  former  students  include  gold  medalists  Peggy 


Fleming  and  Kristi  Yamaguchi),  was  there.  I  was  persuaded  to  buy 
a  $200  pair  of  skates  because  rented  ones,  abused  by  customers 
often  don't  have  proper  ankle  support.  I  declined  a  helmet.  Head- 
gear is  standard  in  hockey,  but  in  figure  skating  it's  disdained  foi 
both  esthetic  and  balance  reasons. 

I  watched  Sasha  warm  up.  On  television  figure  skating  looks 
smooth  and  ethereal;  but  seeing  it  live  and  up  close,  you  appreci- 
ate how  much  raw  strength  is  required.  At  5  foot  2  and  maybe  10C 
pounds,  Sasha  could  be  mistaken  on  the  street  for  a  china  doll.  Or 
the  ice  she  dominates  her  medium.  She  approaches  30mph  as  she 


WHERE  TO  DO  IT 

Around  the  U.S.,  rinks  that  have  excellent  figure-skating  facilities 
include  the  following: 

Aliso  Viejo  Ice  Palace,  Aliso  Viejo,  Calif.,  949-643-9648;  www.avicepalace.com. 
Alltel  Ice  Den,  Scottsdale,  Ariz.,  480-585-7465;  www.coyotesice.com. 
Incredible  Ice,  Coral  Springs,  Fla.,  954-341-9956;  www.incredibleice.com. 

International  Skating  Center  of  Connecticut,  Simsbury,  Conn.,  860-651-5400; 

www.isccskate.com. 

Sun  Valley  Ice  Center,  Sun  Valley,  Idaho,  208-622-2194;  www.sunvalley.com. 

The  Depot  Ice  Rink,  Minneapolis,  Minn.,  612-339-2253; 
www.thedepotminneapolis.com.  — J.M.C. 
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What  doesn't  kill  you  makes  you  stronger:  After  some  warm-up 
exercises  a  simple  spin  leads  to  a  nasty  fall,  concussion,  11  stitches,  a 
night's  stay  at  the  Mission  Hospital  and  one  monster  black  eye. 


rounds  the  rink,  coming  within  inches  of  the  wall.  When  she 
lands  from  a  big  jump,  chunks  of  slush  fly  from  beneath  her 
skates.  Every  move  is  powerful,  deliberate,  calculated — and  risky. 

I  have  done  my  share  of  cold,  physical  things  with  metal 
attached  to  my  feet  (including  climbing  the  Matterhorn  with 
crampons  and  trekking  to  the  South  Pole  on  skis),  but  I  had 
never  been  on  skates  of  any  kind.  Sashas  mom,  Galina,  watching 
me  watch  Sasha,  told  me  I  was  white  as  a  ghost. 

There  have  been  some  notable  accidents  in  figure  skating.  In 
2004  Russian  pairs-skater  Tatiana  Totmianina  was  hospitalized 
overnight  in  Pittsburgh  with  a  concussion  after  her  partner 
dropped  her  during  an  overhead  lift.  Worse  was  Paul  Binneboses 
fall  in  1999  in  Newark,  Del.,  training  for  Skate  America.  Binnebose 
nearly  died  and  ended  up  in  a  lengthy  coma  after  splitting  open  his 
skull.  Cohen,  at  age  12,  was  sideswiped  by  another  skater,  whose 
sharp  blade  passed  through  her  calf.  She  needed  21  stitches. 

In  our  first  exercise,  Sasha  told  me  to  close  my  eyes,  then 
pulled  me  along,  encouraging  me  to  feel  the  balance  points  on 
different  parts  of  my  feet  and  legs.  It  was  hypnotic.  Next  we  tried 
"swizzles."  I  put  my  blades  together  in  a  V  position  with  my  heels 
touching.  Then,  on  my  inside  blade  edges,  I  pushed  outward, 
then  inward  to  bring  my  toes  together  and  make  them  touch. 

If  you  do  this  right,  your  skates  describe  the  shape  of  a  fish  on 
the  ice.  Then  Sasha  had  me  try  the  exercise  in  reverse,  starting 
with  toes  together  and  ending  so  my  heels  touched  again.  I  man- 
aged to  keep  from  falling  by  holding  on  to  the  rail. 

Next,  a  simple  spin.  Mimicking  Sasha,  I  got  into  a  semicrouch 
position.  To  rotate,  she  said,  I  needed  to  swing  my  right  arm,  as  if 
winding  up  to  punch  someone.  The  weight  shift  would  magically 
carry  me  around.  Sasha  made  it  look  effortless.  I  tried  once,  then 
again,  clumsily.  I  got  only  a  half-turn  but  at  least  was  still  standing. 
On  the  third  attempt  I  decided  to  swing  a  little  harder. 

When  I  came  to,  I  was  in  an  ambulance,  strapped  to  a  board. 
A  video  camera  had  recorded  the  event.  My  feet  had 
slipped  out  from  under  me,  and  as  my  skates  tangled,  I 
did  a  face-plant  straight  down  onto  the  ice,  so  that  my 
head  bounced.  More  horrifying  for  me  to  see, 
though  (when  I  later  saw  a  video),  were  the  expres- 
sions of  the  people  watching  me  lie  unconscious  on 
the  ice.  I  suffered  a  concussion  and  needed  1 1  stitches 
above  my  left  eye.  Coach  Nicks  tried  to  cheer  me  up  by 
telling  me  that  1976  Olympic  Decathlon  champ  Bruce  Jen- 
ner,  when  practicing  for  a  Skating  with  Celebrities  appearance 
last  year,  had  fallen  just  the  same  way. 

Will  I  try  figure  skating  again?  Probably  not.  I  have  no 
natural  aptitude  for  the  ice,  as  was  evident  even  before  my  fall. 
But  I  have  newfound  respect  for  Sasha  and  her  competitors.  The 
skates  Id  bought  arrived  via  UPS  the  other  day,  inscribed  by  Sasha 
in  silver  ink:  "Jim,  what  doesn't  kill  you  makes  you  stronger!"  F 

For  more  of  Jim  Clash's  escapades,  go  to  www.forbes.com/adventurer. 
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Save-On  Insurance 
Services,  Inc. 

License  #06939000 
10835  Santa  Monica  Blvd.,  Ste.  209 
Los  Angeles,  CA  90025 
31 0-474-7283    31 0-470-7283  (health  &  life) 
www.save-oninsurance.com 
For  over  22  years  Save-On  Insurance  has 
offered  the  best  coverage  at  the  lowest 
price  for  auto,  home,  health,  life  and  com- 
mercial insurance. 

Bolton  &  Company 

License  #0A20154 
245  S.  Los  Robles  Ave.,  Ste.  105 
Pasadena,  CA  91102 
626-799-7000  www.boltonco.com 

Bolton  &  Company  is  the  business 
resource  that  companies  can  count  on 
for  expert  perspective  in  insurance,  risk 
management,  and  employee  benefits. 

Elliot  Katzovitz 
Insurance  Agency 

License  #0B41127 
8503  Washington  Blvd. 
Culver  City,  CA  90232 
310-345-3000 
www.elliotkinsurance.com 
With  more  than  thirteen  years  of  industry 
experience,  Elliot  Katzovitz  is  a  leader 
in  providing  condominium  association 
insurance. 

www.themostdependable.com 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research  process  to  evaluate 
tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria  above  for  each  of  the  companies 
represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make  no  specific  comparisons  between  the  companies 
listed  above  and  any  unlisted  companies.  Goldline  Research  is  not  affiliated  with  Forbes*  magazine. 


AIS  Insurance 

License  #0624927 

1  Kaiser  Plaza,  Ste.  1333 

Oakland,  CA  94612 

510-893-5331 

www.ais-insurance.com 

AIS  was  founded  in  1979  to  promote 

equal  access  to  life  and  health  benefits  in 

Asian  Communities  throughout  California. 

Black  Ink  Insurance,  Inc. 

License  #0F54754 
316  Riverside  Ave. 
Roseville,  CA  95678 
888-777-7108 

www.blackinkinsurance.com 

Black  Ink  specializes  in  professional  liabil- 
ity insurance  for  the  real  estate  industry, 
providing  clients  nationwide  with  the 
broadest  coverage  at  the  lowest  premium 
through  extensive  industry  contacts. 

Susman  Insurance  Agency 

License  #0B75129 
11611  San  Vicente  Blvd. 
Los  Angeles,  CA  90049 
877-411-5200 

www.susmaninsurance.com 

Licensed  in  all  fifty  states,  family  owned 
and  operated,  Susman  Insurance  offers 
personal,  commercial,  life  and  health 
insurance;  open  to  serve  clients  24  hours 
a  day,  7  days  a  week. 

Fort  Point 

Insurance  Services,  Inc. 
License  #0E11805 

Three  Embarcadero  Center,  Ste.  1610 
San  Francisco,  CA  94111 
415-781-8800  www.fpins.com 

Fort  Point  provides  comprehensive  insur- 
ance products  and  services  to  help  meet 
the  unique  risk  management  needs  of 
affluent  individuals  and  families. 
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We  See  Your  Success 


We  help  our  clients  grow  their  annual  sales  15%  or  more 
and  have  funded  in  excess  of  $1  billion  dollars  in  transactions 
to  firms  like  yours. 

212.755.3636  www.capstonetrade.com 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


To  place  your  order,  to  renew,  give  a 
gift,  change  your  address  or  other 
customer  service,  visit  our  site  at: 

www.forbes.com/customerservice 

or  call. ..800-888-9896 


Looking  To  GrowYour  Business? 


r  \ 


We  Specialize  in  Responsive  Lists  That  Work! 

Direct  Mail  •  Email   

MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE  ^^^^ 

www.macrcmark.com    j^rj      j*Q  ff^jjf'jc 

Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 
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Life  insurance  prices 
drop  to  all-time  lows 

Call  or  visit  lnsure.com  today.  Compare  prices  in  seconds. 
Freedom  to  buy  from  the  company  of  your  choice. 
Also  quoting  auto,  health,  home  and  more! 


Monthly  Rates  for  Females 

Age 

$5  Million 

$10  Million 

$25  Million 

35 

$84 

$162 

$440 

40 

$116 

$240 

$617 

45 

$201 

$423 

$1,076 

50 

$328 

$652 

$1,623 

55 

$498 

$1,019 

$2,542 

60 

$755 

$1,536 

$3,833 

65 

$1,269 

$2,533 

$6,326 

70 

$2,069 

$4,134 

$10,329 

Monthly  Rates  for  Males 

Age 

$5  Million 

$10  Million 

$25  Million 

35 

$84 

$162 

$486 

40 

$123 

$240 

$661 

45 

$214 

$423 

$1,186 

50 

$353 

$701 

$1,973 

55 

$597 

$1,188 

$3,417 

60 

$967 

$1,928 

$5,909 

65 

$2,028 

$4,051 

$10,153 

70 

$3,233 

$6,461 

$16,214 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  —  Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."  — Barron's 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger's  Personal  Finance 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."  —  Forbes.com 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  site  I've  found..."  —  The  Dallas  Morning  News 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
Site  on  the  Web."  —  Insurance  for  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."  —  U.S.  News  &  World  Report 


visit  lnsute.com 

IT  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

Ad  Code:  FORBS  10/07 


NOTE:  The  sample  10  year  California  term  life  premiums  shown  above  are  not  specific  to  any  individual  person  or  insurer.  Please  call  lnsure.com  or  visit 
www.insure.com  to  obtain  quotes  specific  to  your  health  history  profile.  Copyright  ©1984-2007  lnsure.com,  Inc.,  8205  South  Cass  Avenue,  Suite  102, 
Darien,  Illinois.  CA  agent  #0A1 3858,  LA  agent  #200696,  MA  agent  #333509159.  In  California,  lnsure.com,  Inc.  dba  lnsure.com  Insurance  Services  under 
agent  #0827712,  in  LA  as  agent  #205078.  In  Utah,  lnsure.com,  Inc.  dba  lnsure.com  Insurance  Services,  Inc.  under  agent  #90093.  All  rights  reserved. 
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Charter  your  own 
£  Floating  Villa... 


And  cruise 
among  the 
4,000  Greek 
islands 


You  plan  your  own  itinerary  with  your  captain  ... 
You  select  your  cuisine  with  your  chef  ... 
You  set  your  own  . . .  Pace  ... 

..  AND  IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP! 

VALEF  YACHTS  LTD. 

North  American  Headquarters: 
7254  Fir  Rd.,  Ambler,  PA  19002  U.SA 
Tel:  215-641-1624  •  1-800-223-3845  •  Fax:  215-641-1746 
E-mail:  info(£  valefyachts.com  •  Website:  www.valefyachts.com 

International  Headquarters: 
2,  Plotarchou  Hadikonstanti  Str.,  18536  Piraeus.  Greece 
Tel:  30  210  418  2381  •  30  210  418  2392  •  Fax:  30  210  451  8820 
E-mail:  contact@valefyachts.com  •  Website:  www.valefyachts.com 


American  Diagnostic  Centers 


Net  annual  income  of $500,000 

Own  and  operate  a  Medical  Diagnostic  Center  in  your 
area.  Business  Management  experience  is  a  must. 
$800,000  Cash  investment  required.  Can  reach 
profitability  in  6  months.  Partnership  also  available. 

(866)  862-1222 
info@americandiagnosticcenters.com 
www.americandiagnosticcenters.com 


Forbes 

MARKETPLACE 

For  Advertising  Contact: 

Lisa  Lazansky 

Custom  Solutions  Media 

1-888-305-6830 


87%  NET  PROFIT 

Our  program  is  simple  yet 
brilliant!  We  ensure  your 
success  by  spending  a  week 
with  you  in  your  area  where  it 
counts.  Exclusive  territories, 
low  overhead,  exceptional 
profit  margin  $250,000  profit 
potential  first  year  is  no 
exaggeration.  $12,900 
investment  normally  recovered 
in  the  first  30  days. 
Call:  1-877-808-0800 


UNSECURED  LOANS 

$1,000  -$100,000. 
No  collateral  required.  Same  day 
decision  nationwide. 
Any  personal  or  business  use. 
Easy  application  process. 
Start-ups  welcome. 

www.AmOne.com/Forbes 

1  -800-458-7695 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


Forbes 

Stock  Market  Course 


The  Forbes  Stock  Market  Course  is  an  easy-to- 
read  common  sense  guide  to  building  wealth.  It  i: 
a  perfect  gift  for  family  and  friends... for  anyone 
who  is  interested  in  investing.  This  edition  gives 
you  a  better  understanding  of  everything  from 
Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds. 

As  a  reader  of  Forbes  Magazine  you  are  invited 
to  take  advantage' of  a  special  price  of  just  $99.9 
(save  $50  off  the  regular  $149.95  price.) 


Go  to  www.forbesstockmarketcourse.com 

to  place  your  order  now. 
Or  call  212-367-4141  and  give  the  operator 
a  special  savings  code  of  SMC07 


October  15. 


For  Marketplace,  call  888-305-68! 
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LONG-TERM  CARE  coverage 

Who  needs  it;  How  to  find  the  best  policy 


»  mericans  are  living  longer  than  ever  and 
Mm  are  now  facing  the  important  decision  of 
U   whether  to  purchase  long-term  care 

insurance.  Most  people  buy  this  coverage 
to  help  protect  assets,  preserve 
[dependence  and  provide  quality  care.  A  growing 
jmber  of  younger  people  are  buying  it  to  help 
leir  aging  parents. 

In  general,  long-term  care  protection  makes 
?nse  for  people  with  a  net  worth  of  $100,000  to 
2  million.  Those  with  less  will  exhaust  their  assets 
id  qualify  for  Medicaid;  those  with  more  can 
ind  their  own  care. 

With  over  100  policies  on  the  market — each 
ith  different  benefits,  premiums  and  application 
quirements — it  pays  to  comparison  shop, 
ccording  to  respected  Money  Magazine  financial 
iitor,  Jean  Chatzky,  "Your  best  bet  is  to  get  quotes 
om  at  least  three  companies."  In  addition,  you 

JNDER  $100  per  month? 

The  number  one  reason  most  Americans  don't  buy  long- 
rm  care  insurance  is  the  perception  that  the  premiums  are 
ohigh.  However,  if  you're  younger  than  70  and  willing  to 
>ver  a  portion  of  the  cost  of  care  yourself,  chances  are  you 
an  get  a  policy  from  a  highly-rated  company  for  under  $100 
;r  month. 

"My  dad  needed  care  for  over  four  years  and  if  he  had  a 
)licy  that  paid  even  $1 500  per  month,  it  would  have  made  it 
lot  easier,"  says  Bob  Burke,  a  broker  who  sells  long-term 
are  policies  in  the  Phoenix  area. 

Normally,  consumers  look  to  insure  100% 
of  the  cost  of  care  in  their  area.  However,  an 
alternative  strategy  is  to  purchase  less 
coverage  -  say  50%  to  80%  -  and  in  the 
event  you  need  care,  pay  the  difference 
with  your  own  money. 

For  free  quotes,  call  Long-Term  Care 
Quote  -  a  national,  independent  agency  -  at 
1-800-587-3279,  ext.  783. 


should  consider  a 
policy  with  at  least  a 
three-year  term — the 
average  time  people 
need  care. 

Look  for  a  daily 
benefit  that  would 
cover  the  average 
daily  nursing-facility 
cost  in  your  area. 
The  national  average 
is  over  $200  per  day,  or  over  $74,000  per  year  * 

However,  in  some  areas  it  can  run  twice  as 
much.  Look  for  an  elimination  period  (the  time 
before  your  benefits  begin)  of  90  days. 
Remember,  this  is  catastrophic  coverage.  Most 
people  who  need  the  insurance  can  afford  the  cost 
of  care  for  three  months.  Plus,  this  approach  lowers 
your  cost — in  some  cases,  by  as  much  as  30%  per 
year.  Equally  important,  insist  on  insurers  rated 
"A"  or  better  by  A.M.  Best  and  "strong"  by 
Standard  &  Poor's  and  Moody's. 

If  you'd  like  to  receive  quotes  with  just  one  call, 
Long-Term  Care  QuoteSM  will  provide  them — 
free  of  charge.  The  company — which  has  been 
recommended  in  Consumers  Digest,  The  Wall 
Street  Journal,  Money  Magazine  and  on  NBC — 
will  ask  for  basic  information  on  your  age,  health 
and  location,  then  shop  up  to  10  top-rated  carriers 
on  your  behalf.  You'll  get  quotes  and  details  on  a 
high-quality  policy  for  you — PLUS  a  free  copy  of 
A  Consumer  s  Guide  to  Long-Term  Care  Insurance. 
There  is  absolutely  no  risk  or  obligation. 

To  request  your  free  personalized  quote  and 
information  kit,  call  Long-Term  Care  QuoteSM  at 
1-800-587-3279  ext  783  (www.LTCQ.net). 


This  advertisement  is  not  intended  to  solicit  insurance  business  in  Kansas  or  Texas. 

etLife  Mature  Market  Institute,  The  MetLife  Market  Survey  of  Nursing  Home  &  Home  Care  Costs,  9/06;  Long-Term  Care  Quote,  a  subsidiary  of  Longevity  LTC,  Inc..  is  located 
1580  N.  Fiesta  Blvd.,  Suite  103,  Gilbert,  Arizona  85233.  Leonard  Smith  Jr.,  independent  agent  is  licensed  to  sell  insurance  products  in  all  50  states  and  the  District  of 
lumbia.  CA#0C69444,  LA#264976,  UT#1 26569,  MA#1 8221 54. 
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I  T  HQ  UG  H  TS  

On  the  Business  of  Life 

PF  Z  I 

verybody's  talking  about  the  year  2000.  Onto  our  eyes  and  into  our  ears  will  pour  ever-mounting 
amounts  of  speculative  stuff  and  guff  about  the  advent  of  the  2 1st  century.  How  different  will  life 
be  then?  How  different  will  the  world  be?  No  more  different,  no  less  different  than  they  are  today 
compared  with  the  way  our  globe  and  our  lives  were  in  1 972.  The  most  spectacular  change  with  this  milestone 
calendar  flip  will  be  the  size  and  the  number  of  hangovers.  — MALCOLM  S.  FORBES  (1986) 


If  I  think  of  human  beings  I've  known  and 
of  my  own  life,  such  as  it  is,  I  can't  recall 
any  case  of  pain  which  didn't,  on  the 
whole,  enrich  life. 

—MALCOLM  MUGGERIDGE 


Life  is  pain  and  the  enjoyment  of  love 
is  an  anesthetic. 

— CESARE  PAVESE 


Evil  being  the  root  of  mystery,  pain  is  the 
root  of  knowledge. 

— SIMONE  WEIL 


Pain,  scorned  by  yonder  gout-ridden 
wretch,  endured  by  yonder  dyspeptic  in  the 
midst  of  his  dainties,  borne  bravely  by  the 
girl  in  travail.  Slight  thou  art,  if  I  can  bear 
thee,  short  thou  art  if  I  cannot  bear  thee! 

—SENECA 


After  great  pain,  a  formal  feeling  comes— 
The  nerves  sit  ceremonious,  like  Tombs. 

—EMILY  DICKINSON 


This  cough  I've  got  is  hacking, 
The  pain  in  my  head  is  wracking, 
I  hardly  need  to  mention  the  flu. 
The  Board  of  Health  has  seen  me 
They  want  to  quarantine  me, 
I  might  as  well  be  miserable  with  you. 

—HOWARD  DIETZ 


The  greatest  evil  is  physical  pain. 

—SAINT  AUGUSTINE 


Pain  is  inevitable;  suffering  is  optional. 

—ANONYMOUS 


Sometimes  it  is  harder  to  deprive  oneself  of 
a  pain  than  of  a  pleasure. 

— F.  SCOTT  FITZGERALD 


Show  him  death,  and  he'll  be  content 
with  fever. 

—PERSIAN  PROVERB 


When  pain  is  unbearable  it  destroys  us; 
when  it  does  not  it  is  bearable. 

—MARCUS  AURELIUS 


Real  pain  can  alone  cure  us  of  imaginary 
ills.  We  feel  a  thousand  miseries  till  we  are 
lucky  enough  to  feel  misery. 

—SAMUEL  TAYLOR  COLERIDGE 


/  started  out  as  a  football  player.  I  liked 
to  inflict  pain.  In  basketball,  it  was  the 
same  thing. 

— SHAQUILLE  O'NE 


People  who  say  you're  just  as  old  as  you 
feel  are  all  wrong,  fortunately. 

—RUSSELL  BAKE 


Orthodox  medicine  has  not  found  an 
answer  to  your  complaint.  However, 
luckily  for  you,  I  happen  to  be  a  quack. 

—  MISCHA  RICHTER  CARTOO 


Everything  hurts. 

— MICHELANGELO  ANTONIO] 


Making  love  in  the  morning  got  me 
through  morning  sickness.  I  found  I  couh 
be  happy  and  throw  up  at  the  same  time 
—PAMELA  ANDERSC 


My  mother  had  morning  sickness  after 
I  was  born. 

—RODNEY  DANGERFIEL 


A  Text  n « 


A  good  name  is  better  than 
precious  ointment. 

— ECCLESIASTES  7:1 

Sent  in  by  Wan-en  Neibaur,  Paul,  Idaho. 
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flUTomauc  savings 
on  Avis  car  renm : 


noT  Feeung  ouilth  aBouT  upgraoing: 


Use  your  MasterCard  BusinessCard-  and  you'll  save  money  at  all 
our  participating  merchants,  like  hotels,  restaurants,  airlines  and 
car  rental  places.  There  are  no  rebate  forms  to  fill  out.  The  savings 
show  up  automatically  on  your  monthly  statement.  So  go  ahead,  get 
the  convertible  with  the  GPS  and  make  your  client  meeting  on  time 
and  in  style.  Just  register  your  card  at  mastercardeasysavings.com. 


lerCard®  Easy  Savings'"  Cardholder  Terms  &  Conditions:  Cardholder  must  be  enrolled  in  the  MasterCard*  Easy  Savings'"  Program  Payments  must  be  made  at  participating  merchant  locations 
only  an  eligible  MasterCard*  card  issued  by  a  U.S.  bank.  PIN-based  debit  transactions  are  not  eligible.  Participating  merchants  and  rebate  offers  subject  to  change.  Restrictions  apply  Go  to 
.mastercardeasysavings.com  or  call  1  -800-251  -3448  for  more  details.  Avis  Offer  Details:  Offer  valid  on  total  car  rental  charges  from  all  Avis  corporate  owned  and  participating  franchisee/licensee 

ental  locations.  For  a  complete  list  of  participating  Avis  locations,  visit  www.mastercardeasysavmgs.com. 


Bald,  helpless  and  broke 
is  how  to  start  life. 


NOT  FINISH  IT. 


People  tend  to  have  a  rosy  view  of  their  retirement 
savings.  "I'll  live  off  my  pension."  "I've  got  equity  in 
my  house."  "The  older  you  get,  the  cheaper  it  is  to 
live."  But  these  innocent  assumptions  can  be  quickly 
shattered.  Luckily,  Allstate  has  a  few  ideas  on  how 
America  can  start  getting  ready: 

1.  EXAMINE  SOCIAL  SECURITY. 

Americans  will  not  be  able  to  rely  solely  on  Social 
Security  for  a  comfortable  retirement.  In  the  future, 
it's  projected  to  cover  an  increasingly  small 
percentage  of  the  average  retirement.  There's  debate 
as  to  whether  it  should  be  repaired  or  replaced.  But 
what's  clear  is  we  need  to  reform  Social  Security  now. 

2.  BOOST  RETIREMENT  PLAN  ENROLLMENT. 
Companies  should  continue  looking  for  ways  to 
encourage  employee  participation  in  401(k)  plans. 

One  proven  way  to  increase  retirement  savings  is 
through  company  matches.  Another  is  automatic 


enrollment  —  employees  are  signed  up  for  savings 
plans  when  they  join  the  company,  unless  they 
specifically  opt  out. 

3.  INCREASE  PERSONAL  SAVINGS. 
Ultimately,  everyone  is  responsible  for  their  own 
retirement.  It's  why  we  support  laws  that  reward 
people  for  saving.  Tax-advantaged  savings  vehicles 
like  annuities  and  IRAs  are  two  examples  of  products 
that  can  help  allay  Baby  Boomers'  biggest  fear:  living 
to  see  the  well  run  dry. 

When  planning  for  retirement,  it's  time  to  realize 
that  no  one  is  going  to  take  care  of  us  unless  we  start 
taking  care  of  ourselves. 


Let's  save  retirement  by  saving  for  retirement. 
That's  Allstate's  Stand 


Allstate 

You're  in  good  hands. 


Auto 

Home 

Life 

Retirement 


The  Cupped  Hands  logo  is  a  registered  service  mark  and  "Thai  s  Allstates  Stand"  is  a  service  mark  ol  Allstate  Insurance  Company  Life  insurance  and  annuities  issued  by  Allstate  Life  Insurance  Company.  Northbr 
IL  and  Lincoln  Benefit  Life  Company,  Lincoln,  NE  In  New  York,  Allstate  Life  Insurance  Company  of  New  York,  Hauppauge,  NY  Property-casualty  insurance  products  issued  by  Allstate  Fire  and  Casualty  insuri 
Company,  Allstate  Indemnity  Company.  Allstate  Insurance  Company.  Allstate  Property  and  Casualty  Insurance  Company.  Northbrook.  IL  ©2007  Allstate  Insurance  Company 
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Finally,  guaranteed 
income  that 
leaves  you  in  the 
driver's  seat. 


Introducing  Fidelity  Growth  and  Guaranteed  Income. 

What  you  need  in  retirement  is  income.  And  we  can  help  you  create  a  guaranteed'' 
income  stream  that  will  last  and  also  has  potential  to  grow.  Fidelity  Growth  and 
Guaranteed  Income  is  a  deferred  variable  annuity  that  enables  you  to  receive 
regular  payments  that  you  can  depend  on  -  without  high  fees3,  and  you  still  have 
access1  to  your  money.  It's  income  that  will  not  go  down  even  if  the  market  does, 
and  can  increase  if  the  market  goes  up5.  It's  like  cruise  control  for  retirement. 

Call  1  866  588  2156  or  your  own  advisor. 

Fidelity.com/guaranteedincome 


Before  investing,  consider  the  investment  objectives,  risks,  charges  and  expenses  of  the 
annuity  and  its  investment  options.  Call  or  write  to  Fidelity  or  visit  Fidelity.com  for  a  free 
prospectus  containing  this  information.  Read  it  carefully. 

Principal  value  and  investment  returns  of  a  variable  annuity  wiil  fluctuate  and  you  may  have 
a  gain  or  loss  when  money  is  withdrawn. 

Insurance  products  are  issued  by  Fidelity  Investments  Life  Insurance  Company  (FIU).  FIU 
is  licensed  in  all  states  except  New  York.  In  NY,  insurance  products  are  issued  by  Empire 
Fidelity  Investments  Life  Insurance  Company9,  New  York,  NY.  Products  may  not  be  available 
in  all  states.  The  contract's  financial  guarantees  are  solely  the  responsibility  of  the  issuing 
insurance  company. 

Fidelity  Growth  and  Guaranteed  Income  is  Policy  Form  No.  DVA-GWB-2007,  et  al.  Growth  and  Guaranteed 
Income  is  Policy  Form  No  EDVA-GWB-2007,  et  al.  Fidelity  Brokerage  Services,  Member  NYSE,  SIPC, 

and  Fidelity  Insurance  Agency,  Inc.,  are  the  distributors. 

1 1n  NY,  Growth  and  Guaranteed  lncomeSM.  2  Guarantees  are  subject  to  the  claims-paying  ability  of 
the  issuing  insurance  company.  3  According  to  Morningstar/VARDS*1,  Fidelity  Growth  and  Guaranteed 
Income's  (FGGI's)  annual  annuity  charge  of  1  25%  for  joint  lives  is  approximately  40%  lower  than  the  industry 
average  annual  annuity  charge  of  2.05%  for  deferred  variable  annuities  offering  guaranteed  withdrawal 
benefits  for  life  as  of  5/31/07.  FGGI  does  not  have  a  guaranteed  minimum  death  benefit  whereas  the 
industry  average  annuity  may.  4Excesss  withdrawals  may  significantly  reduce  the  GWB  Amount,  and,  if 
taken  during  the  first  5  contract  years,  may  be  subject  to  a  2%  Surrender  Fee.  5  Up  to  age  85.  468545.2 


You've  spent  4  decades 
growing  your  nest  egg. 

Time  to  crack  it  open. 


Retirement  income.  Now  made  easier. 

Congratulations.  You  made  it.  Now  you  just  need  a  strategy 
for  spending  it.  We  have  the  products  and  tools  to  help  with  that, 
so  you  can  easily  set  up  regular  monthly  payments  based  on  your 
needs.  After  all,  it's  your  time  to  live  the  retirement  you're  more 
than  ready  for. 

Call  1  800  FIDELITY  or  your  own  advisor. 
Fidelity.com/retirementincome 


smar 


move 


Investing  involves  risk,  including  the  risk  of  loss. 
Fidelity  Brokerage  Services,  Member  NYSE,  SIPC 

100  Summer  Street,  Boston,  MA  02110  468542.4 


Xerox  announces  color  prints  for  the  same  prid 
making  the  move  to  color  really  is  a  no-braine 

Black  and  white  prints  used  to  have  one  big  advantage 
over  color.  Cost.  But  now,  Xerox  levels  the  playing 
field  with  the  new  Phaser  8860  network  color  printer. 


xerox.com/checkmate  1-300- ASK- XEROX 

©  2007  XEROX  CORPORATION.  All  rights  reserved  XEROX/  Phaser1  and  Xerox  Color  It  makes  business  sense  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries 
•  Based  on  a  4,000-page  print  volume  per  month  when  compared  to  HP  and  Lexmark  using  own-brand  consumables 


It  prints  color  for  the  exact  same  price  you've  alwa 
paid  to  print  in  black  and  white.  Print  speed  is  exs 
the  same  as  black  and  white,  too:  30  ppm.  The  solid- 


i 


►  black  and  white.  Now  with  the  Phaser  8860, 
tieckmate.  Xerox  Color.  It  makes  business  sense. 

ser  8860  is  surprising  in  other  ways,  too:  it  fmsmam         color  laser  printers.  So  don't  shy  away  from 

;s  up  to  50%  on  color  consumables  over  "      _      color,  embrace  it.  After  all,  it's  a  move  any 

ars*  and  creates  90%  less  waste  than  typical  budget  can  easily  accommodate.  Brilliant. 

rzzi 

PHASER"  8860  Color  Printer  \i  |~~  /™\\/ 
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A  journey  brings  us  face  to  face  with  ourselves. 

Berlin  Wall.  Returning  from  a  conference. 


Sold  exclusively  in  Louis  Vuitlon  stores  and  now  on  www.louisvuitton.com  866  VUITTON 
Mikhail  Gorbachev  and  Louis  Vuitton  are  proud  to  support  Green  Cross  International 
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Abaxis  has  an  elegant  machine  for  testing  blood  quickly, 
accurately  and  cheaply  Making  it  all  work  is  Clint  Severson's 
miracle.  By  David  Whelan 

Spicy  Food:  One  Hot  Franchise 

With  women  in  charge,  sports  bar  and  restaurant  Buffalo  Wild 
Wings  has  become  one  hot  franchise.  By  Claire  Cain  Miller 

Counted,  Weighed,  Divided 

Why  Ed  Cloues  gets  excited  about  measuring  machines. 
By  Zack  O'Malley  Greenburg 

What's  New? 

We  welcome  112  new  members  to  our  Best  Small  Companies  list 

Six  Small-Cap  Stocks  to  Buy  Now 

Invest  in  a  company  with  very  rapid  growth  and  you  can 
overcome  such  hurdles  as  high  multiples  and  possibly 
bad  timing.  Julius  Baer  s  Sam  Dedio  likes  these  six. 
By  Michael  Maiello 

The  Top  10 

This  year's  best  in  class. 

By  Jack  Gage  and  Christina  Settimi  '  t 

The  200  Best 
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'Jim  saw 
FORBES  as 
the  'drama 
critic'  of 
business." 


23 


Remembering  Jim  Michaels 

16  Iconoclasts  by  William  Baldwin 

Jim  Michaels  had  a  soft  spot  for  rebels  and  upstarts. 

23  Fact  and  Comment  by  Steve  Forbes 

Legendarily  tough,  Jim  Michaels  virtually  created  modern  business 
journalism  with  the  belief  that  even  a  good  story  could  be  made  better. 

Also  on  the  Cover 

44  Pfizer:  Desperate  for  a  Hit 

All  big  pharma  companies  worry  about  it,  but  Pfizer  has  a  worse  case 
than  most:  a  dearth  of  big  drugs  in  the  pipeline.  By  Matthew  Herper 

68  Facebook:  Has  It  Peaked? 

The  social  networking  Web  site  is  attracting  older  members,  but  it  still 
looks  and  feels  like  a  place  for  kids.  By  Daniel  Lyons 

72  How  to  Spot  Wobbly  Earnings 

Want  to  spot  weak  accounting  before  there  is  an  embarrassing 
restatement?  Fabulous  earnings  and  a  goodwill-rich  balance  sheet  are 
a  good  place  to  start.  By  Daniel  Fisher 


14  Index 
18  Readers  Say 

29  Current  Events  |  Ernesto  Zedillo 

says  India  is  finally  getting  on  board. 

33  Digital  Rules  I  Rich  Karlgaard  on 

why  Apple  slashed  iPhone  prices. 

34  Heads  Up  |  Janet  Novack  and 
Matthew  Swibel  expect  to  see  more 
companies  running  to  Congress  when  they 
can't  compete  in  the  marketplace. 

38  Informer  I  Trump  sues  to  keep  honest 
name;  stock  soars  on  waste. 

40  On  My  Mind  I  By  Larry  Ribstein 

Lawyers  should  abandon  their  precious 
ethics  rules  and  get  into  bed  with  Wall  Street. 

42  Follow-Through  I  Flashbacks 
204  Thoughts 

OUTFRONT 

50  Reading  Your  Mind  Ebay  takes  aim 

at  Google's  ad-targeting  ambitions. 
By  Victoria  Murphy  Barret 

52  A  $5  Million  Carrot  Cell  mogul 
Mohammed  Ibrahim  offers  a  radical  solution 
to  solving  Africa's  ills.  By  Helen  Coster 

54  The  Sanctions  Myth  The  pols  want 

to  isolate  Burma  in  order  to  change  it. 

Maybe  there's  a  better  way. 

By  Matthew  Swibel  and  Soyoung  Ho 

56  Club  Fed  An  excerpt  from  a  new  book 
about  a  promising  executive  who  embezzled 
$6  million  from  MCI  and  did  hard  time. 

By  Walter  Pavlo  Jr.  and  Neil  Weinberg 

PIUS!  Where  the  smart  money's  going  . . . 
Lust  and  caution  in  China. 

TECHNOLOGY 

60  Web  Warrior  Browsers  are  too 
important  to  be  left  to  companies  to  build. 
By  Quentin  Hardy 

66  Widget  Work  Those  frivolous, 
snack-size  Web  applications  are  starting  to 
make  real  money.  By  Erika  Brown 

MONEY  &  INVESTING 
78  In  the  Sunshine  Ethanol  and 

windmills  aren't  the  only  ways  to  make 
money  investing  in  green  businesses. 
By  Jon  Bruner 
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Inspired  by  a  souscription  watch,  "La  Tradition  Breguet"  salutes  one  of  Breguet's  most  important  inventions,  the  pare-chute. 
Hand-wound  mechanical  movement,  caliber  507DR,  with  straight-line  lever  escapement,  monometallic  balance  and  Breguet  overcoil. 

Breguet  Boutique,  779  Madison  Avenue,  New  York,  (212)  288-4014 
Breguet  Boutique,  280  North  Rodeo  Drive,  Beverly  Hills,  (310)  860-9911 

Breguet  Boutiques  -  Geneva  -  Paris  -  Cannes  -  Tokyo  -  Dubai  -  Vienna  -  London  -  Seoul  -  www.breguet.com 
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HEALTH 

80  The  Next  Fat  Pill  Does  Arena 
Pharmaceuticals  have  a  new  blockbuster 
obesity  drug,  or  another  health  hazard  like 
fen-phen?  By  Kerry  A.  Dolan 


MARKETING 

84  Advantage  Should  Nissan  buy  ads 
on  prime-time  TV  or  on  YouTube?  It's 
starting  to  figure  out  which  media  outlets 
drive  people  to  dealerships.  By  Joann  Muller 


controlling  killer  diseases  in  Africa.  Now 
comes  the  hard  part.  By  Robert  Langreth 

159  Mexican  Maverick  Ricardo  Salinas 

Pliego  turned  a  few  family  electronics 
stores  into  a  $5  billion  empire  by  selling  to 
the  poor.  By  Helen  Coster 

ENTREPRENEURS 

168  $100  Oil?  We  Love  It  Digging 

around  in  decades-old  research,  three  young 
entrepreneurs  may  have  unlocked  a  new 
source  of  fluid  energy:  coal.  By  Daniel  Fisher 


190  The  Patient  Investor  |  Defensive 

Moves  By  John  W.  Rogers  Jr. 
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193  Paradise  Lost  A  remote  stretch 
of  California  coastline  draws  surfers  who 
look  beyond  the  ordinary. 
By  Christopher  Steiner 

196  The  Edison  of  Booze  jerry 

Thomas:  Americas  first  great  bartender. 
By  Alan  Farnham 
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142  The  Rwanda  Cure  Western  do- 
gooders  are  pouring  billions  of  dollars  into 
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POTENTIAL  CAN  BE 
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WHERE  TO  LOOK. 


Numbers  never  tell  the  whole  story.  Which  is  why  CIT  dug  deep  into  their  knowledge  of  the 
healthcare  industry  to  find  an  acquisition  target  for  Sanus  Holdings  that  was  not  only  good  for 
their  bottom  line,  but  good  for  society.  They  found  For  Better  Access  (FORBA),  a  company 
dedicated  to  providing  affordable  yet  high-quality  dental  services  to  the  youth  of  disadvantaged 
communities.  Post  acquisition,  Sanus  is  providing  management  expertise  to  help  FORBA  grow 
and  expand  geographically;  together  they  are  reaching  more  children  faster  than  they  could 
alone.  That's  our  specialty  at  CIT— seeing  potential  and  creating  partnerships,  relationships  and 
customized  financial  solutions  that  ensure  success.  To  find  out  more,  visit  cit.com. 
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Remembering  Jim  Michaels 


Iconoclasts 


Forbes 


ONE  DAY  24  YEARS  AGO  FORBES  READERS  WERE  GREETED 
with  a  peculiar-looking  cover  story.  The  rules  of  the  magazine 
rack  say  that  you  need  lines  like  "Six  Stocks  to  Buy  Now!"  to  sell 
an  issue,  and  this  one  had  no  words  at  all.  And  where  was  the 
celebrity  chief  executive?  The  cover  boy  was  an  economist  who 
had  died  a  third  of  a  century  before,  Joseph  A.  Schumpeter.  No 
one  outside  academia  had  ever  heard  of  Schumpeter. 

The  editor  who  commissioned 
this  piece:  James  W.  Michaels.  The 
essay  by  Steve  Forbes  on  page  23 
tells  you  how,  in  37  years  running 
the  editorial  department  of  FORBES, 
this  man  transformed  business 
journalism.  This  page  aims  to 
explain  why  Michaels  would  find 
wisdom  in  an  unconventional 
thinker  like  Schumpeter. 

Mainstream  economists  of  the 
day  didn't  have  much  patience  for 
Schumpeter  and  his  theories  of  the 
entrepreneur.  They  were  preoccu- 
pied with  things  like  supply  and 
demand  and  perfect  competition 
and  equilibrium.  Everybody  was  a 
Keynesian  then.  Remember  that  this 
was  a  time  when  Ronald  Reagan  was 
still  regarded  by  most  intellectuals  as 
a  buffoon,  when  it  was  an  open 
question  in  universities  whether  cap- 
italism or  socialism  was  the  better 
system.  (Famous  line  in  the  1976  edi- 
tion of  Paul  Samuelson's  bestselling 
economics  textbook:  "It  is  a  vulgar  mistake  to  think  that  most 
people  in  Eastern  Europe  are  miserable.") 

Schumpeter's  eyes  were  not  on  the  mainstream  but  on 
the  turbulent  eddies  on  the  sides.  He  talked  not  about  equi- 
librium but  about  disruption.  His  heroes  were  the  upstarts, 
people  who  wrecked  established  organizations  by  finding 
new  ways  of  doing  business.  His  catchphrase  was  "creative 
destruction."  Yes,  there  is  a  destructive  component  to 
business  innovation.  Prosperity  comes  as  much  from  destroy- 
ing jobs  as  creating  them.  In  early  1983,  with  11  million 


John  Maynard  Keynes  and  Joseph  A.  Schumpeter: 
Everybody  was  a  Keynesian  then. 


Americans  out  of  work,  this  was  heretical  thinking. 

Jim  Michaels  had  a  soft  spot  for  rebels  and  upstarts.  In  1961, 
when  he  became  editor,  FORBES  was  devoted  to  the  doings  of  big 
corporations.  By  the  time  he  left  that  job  we  were  giving  equal 
time  to  entrepreneurs  and  innovators.  Upstarts  are  not  univer- 
sally admired.  Software  entrepreneurs  put  a  million  secretaries 
out  of  work.  If  the  stores  on  Main  Street  are  boarded  up,  Sam 
Walton  is  to  blame.  MCI  s  success  sent 
many  a  phone  company  worker  to 
the  unemployment  line. 

Michaels  had  a  particular  fasci- 
nation with  Michael  Milken,  and 
coauthored  an  epic  story  in  1992 
telling  the  discredited  financier's 
view  of  things.  Sympathy  for  the 
devil?  Well,  Michaels  was  scarcely 
naive  about  this  guy;  his  magazine 
was  early  (in  1984)  in  explaining 
Milken's  bond-trading  shenanigans. 
But  by  the  time  of  his  jailhouse 
interview  with  the  junk  bond  king, 
Michaels  had  come  to  see  Milken  in 
a  Schumpeterian  light.  Whether  or 
not  Milken  had  broken  the  rules  of 
securities  trading  was  far  less 
important  than  how  he  had  broken 
the  patterns  of  capital  formation. 
He  had  staked  entrepreneurs, 
upstarts  and  predators  to  capital 
that  they  never  would  have  seen 
from  the  old  Wall  Street.  By  doing  so, 
he  financed  creative  destruction:  the 
shrinking  of  old  industries  and  the  building  of  new  ones.  For 
that,  Milken  became,  in  the  mainstream  media,  an  enemy  of 
the  people. 

Michaels,  never  in  the  mainstream,  saw  different  enemies: 
complacency,  the  status  quo  and  a  lack  of  creativity. 


For  a  link  to  the  1983  Schumpeter  story,  a  1999  retrospective  on 
Michaels'  tenure  as  editor,  and  related  material,  go  to 
forbes.  com/michaels. 

EDITOR 
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Hot  Apples 


Apple  Chief  Steve  Jobs. 


Your  comments  on  Mr.  Jobs  and 
Apple  ("The  iFlop,"  Oct.  1,  p.  46) 
are  very  unfair.  Mr.  Jobs  is  doing  a 
great  service  for  common  people, 
fighting  like  Don  Quixote  against 
those  entrenched  wind  blowers  in 
Hollywood  and  at  the  networks. 
They  seem  to  think  that  we  are 
ready  to  pay  top  dollar  for  any  bit 
of  fleeting  rubbish  they  produce 
at  profit  to  themselves  and  their  buddies.  For  balanced  reporting  perhaps  you 
will  look  into  the  flops  and  big-brother  stances  in  the  film  industry. 

TADHG  MCKENNA 
Dublin,  Ireland 

Your  article  is  premature.  Apple  TV  looks  to  where  TV  will  be  in  five  years, 
when  Apple  believes  we  will  be  receiving  much  of  our  content  over  the  Inter- 
net instead  of  over  the  airwaves.  I  think  they  may  be  on  to  something.  The 
comparison  to  TiVo  isn't  fair  because  it  is  a  much  more  expensive  solution. 
And  YouTube  is  accessible  via  Apple  TV;  you  got  that  wrong. 

THOMAS  BARTA 
Durham,  N.C. 

Apple  TV  has  failed  on  picture  quality.  I  am  an  Apple  loyalist,  but  I  call  it  like  I 
see  it.  The  price  was  right,  the  concept  was  right.  But  when  you  put  it  through 
a  TV,  what  you  see  looks  like  a  bad  computer  game. 

RON  ELLIS 
Orlando,  Fla. 


Losing  Touch 

I'm  astonished  by  your  gushing  article  on 
Bank  of  America  ("Money  for  the 
Masses,"  Ocf.  J,  p.  76),  a  company  that  has 
become  the  most  profitable  U.S.  bank  by 
buying  competitors  and  raising  prices. 
What  kind  of  business  can  keep  its  doors 
open  by  "raising  customer  satisfaction  to 
50%"?  FORBES  readers  might  have  noted 
that  Sears  struggled  when  executives  in  its 
1 10-story  tower  lost  touch  with  Main 
Street  and  that  BofA  is  now  setting  up  its 
own  billion-dollar  tower  in  New  York. 

GLENN  PAUL 
Titusville,  N.J. 

Donor  Dilemma 

I  learned  firsthand  how  our  government 
policy  is  exacerbating  the  organ  shortage 
("The  Organ  Donor  Taboo,"  Oct.  15, 


p.  32)  when  my  11 -year-old  daughter 
lost  kidney  function  in  February.  My 
wife  and  I  were  medically  incompatible 
as  donors.  We  did  an  extensive  search, 
and  my  24-year-old  nephew  was  able  to 
donate  his  kidney.  Both  are  now  doing 
great.  But  there  are  thousands  of  people 
in  this  country  willing  to  become  living 
kidney  donors  who  need  financial  sup- 
port to  cover  donation-related  expenses. 
Medicare  and  insurance  companies 
don't  help.  At  a  bare  minimum  our  tax 
law  should  be  changed  to  allow  all  donor 
expenses  to  be  tax  deductible.  Ideally, 
the  recipient's  insurance  should  pay  for 
all  donor  expenses. 

GARET  HIL 
CEO,  National  Kidney  Registry 
West  Islip,  N.Y. 
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Potential  Energy  of  Wind/sec 
P  =  V2  (pAV)  V2  =  '/zpAV3 


fiir  Density_[p,  kg/m3] 
Wind  Velocity_[Y,  m/sec] 


flir  Temp 
;59°F 

flir  Density 
1.225  kg/m3 


wind  velocity          '  kW&    •  ' 
10 .m/sec     •■■  '        ;  wf.  %"<  * 

It  can  shape  mountains. 
It  can  move  oceans. 
Now  the  wind  can  even 
heat  up  your  toaster. 

Together,  all  the  GE  Energy  wind  turbines  in  the 
world  could  produce  enough  power  for  2.4  million 
US  homes.' Something  maybe  to  chat  about  over 
your  next  round  of  toast.  It's  yet  another  example 
of  our  blueprint  for  a  better  world. 

imagination  at  work 


ecomagination.com 


d -I: 


R.T.  Fitch 

Health,  Environment  and  Safety  Manager 


We  asked  people  why  they  love  their  BlackBerry. 
Here's  what  one  passionate  customer  told  us. 

R.T.  Fitch  submitted  his  story  at  www.blackberry.com/ask.  "My  work  takes  me  everywhere  you 
can  imagine,  but  my  heart  is  always  on  my  ranch  in  Houston.  My  BlackBerry®  keeps  me  connected 
and  close  to  home.  Once  in  West  Africa,  using  it,  I  checked  the  weather  back  in  Texas.  Some  intense 
squalls  were  coming  in,  so  I  called  my  wife.  On  her  afternoon  horseback  ride,  she  turned  for  home 
'  immediately.  With  my  BlackBerry, ■!  know  more  about  what's  going  on  than  the  people  right  there 
where  it's  happening." 

Find  out  why  people  love  BlackBerry,  or  tell  us  why  you  love  yours,  at  www.blackberry.com/ask. 


BlackBerry 
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Ask 

Someone 
Why  They 
Love  Their 
BlackBerry 

In  1999,  BlackBerry*  hit  the  street. 
Word  of  mouth  ignited.  People 
loved  the  wireless  freedom.  Today 
there  are  millions  of  BlackBerry 
owners  and  their  passion 
continues  to  be  the  best  form  of 
advertising.  Every  day.  All  around. 
People  are  using  BlackBerry  to  live 
larger  and  more  successful  lives. 


Find  out  why  people  love  their 
BlackBerry,  or  tell  us  why  you  love 
yours,  at  www.blackberry.com/ask. 


:=:  BlackBerry^, 


Readers  Say 


Union  Mistrust 

Jerry  Flint  may  be  right  concerning  the 
efficacy  of  shifting  health  costs  at  GM  to  a 
union  trust  ("Quackery"  Oct.  15,  p.  42). 
However,  when  you  suggest  that  manage- 
ment of  the  fund  will  be  susceptible  to 
corruption  since  it  will  be  managed  by 
"low-paid  union  folks,"  do  we  really  have 
confidence  in  management  by  "high-paid 
executives"?  Corruption  and  greed  would 
seem  to  recognize  no  economic  class 
barriers. 

JOHN  OLDENDORF 
Lake  Elmo,  Minn. 

Loyal  No  More 

Re  "Covering  Home  Base"  (Oct.  1,  p.  44): 
Detroit  is  getting  what  it  has  deserved  for 
decades,  and  this  80-year-old  should  know! 
I've  owned  ten  Cadillacs, 
half  of  them  driven  right 
off  showroom  floors,  and  I 
have  never  received  one 
piece  of  literature  from  GM 
for  my  loyalty.  Instead  I  am 
asked  to  give  a  credit  card 
number  so  they  can  charge 
me  $5  for  a  complaint  call 
on  my  '98  Eldorado.  No 
thanks,  GM.  My  next  car 
will  be  a  Lexus! 

FRANK  CALLAGHAN 
Lake  Elsinore,  Calif. 

Mars  Vs.  Man 

The  interview  with  Konrad  Dannenburg 
("Man  on  Mars,"  Oct.  I,  p.  Ill)  was 
interesting.  However,  I'm  sure  the  thou- 
sands of  innocent  men,  women  and  chil- 
dren who  were  murdered  and  mangled 
by  his  most  famous  invention — as  well 
as  any  surviving  families — did  not  and 
do  not  hold  him  in  high  regard.  Why  is 
a  Nazi  on  the  U.S.  government's  payroll? 
I  guess  he  is  lucky  the  Russians  didn't  get 
to  him  first. 

MIKE  MANGES 
Barberton,  Ohio 


Forbes 


p.  46).  His  father  built  a  huge  real  estate 
empire  in  New  York  before  Donald  was 
old  enough  to  wear  diapers.  FORBES  per- 
petuates the  myth  that  the  only  thing 
holding  people  back  from  being  super- 
rich  is  talent,  vision  and  hard  work.  The 
reality  is  that  most  entrepreneurs  either 
fail  or  barely  survive  and  do  not  ever  get 
rich.  It  would  be  refreshing  for  FORBES  to 
at  least  focus  on  the  real  self-made  rich- 
such  as  Google's  founders.  Although 
their  stories  are  extremely  rare  and 
unlikely  for  anyone  to  replicate,  at  least 
those  men  are  truly  self-made. 

CHRIS  GREY 
Los  Angeles,  Calif. 

Leaving  Legacies 

"The  Forbes  One  Billion"  (Oct.  8,  p.  94) 
was  an  excellent  article.  It  is  nice  to  hear 
about  all  these  guys  who 
have  made  fortunes  and 
want  the  world's  atten- 
tion, but  I  don't  believe 
any  of  these  billionaires 
can  take  their  wealth 
with  them  when  they  die. 
So  wouldn't  it  be  good  to 
try  to  put  it  to  good  use 
now,  while  they  still  have 
a  chance?  That  is  what 
they  should  strive  to  be 
remembered  for. 

GEORGES  CHARLES 


Richest 
People 

in  America 


Chattanooga,  Tenn. 

Rich  List  Retread 

In  our  list  of  the  400  Richest  Americans 
(Oct.  8,  2007)  we  incorrectly  reported  in 
Martha  Ingram's  bio  that  Ingram  Industries' 
book  division's  sales  had  decreased  48%  in 
2006;  the  company  says  sales  were  up  last 
year.  We  wrote  that  Irwin  Jacobs'  son  Paul 
owns  130  million  shares  of  Qualcom;  he 
owns  fewer  than  5  million  shares.  We  also 
said  industrialist  Henry  Lea  Hillman 
recently  donated  $20  million  to  the  Univer- 
sity of  Pennsylvania;  the  donation  was 
made  to  the  University  of  Pittsburgh. 


Flip  Side 


It  is  completely  absurd  for  you  to  con- 
stantly refer  to  Donald  Trump  as  "self- 
made"  ("Secrets  of  the  Self-Made,"  Oct.  8, 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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What  if 


We're  right  there  with  you. 

Think  of  the  different  risks  that  seven  continents,  hundreds  of 
countries,  and  all  the  oceans  can  serve  up.  Even  the  largest 
global  companies  struggle  to  keep  up  with  the  risks  they 
already  see,  let  alone  those  that  lie  just  under  the  surface.  To 
help  our  customers,  our  international  operations  are  designed 
to  provide  consistent  risk  analysis,  underwriting  and  claims 
services.  In  a  changing  world  where  risks  can  appear  any- 
where, we  believe  the  most  effective  approach  is  to  act  as  one. 

www.zurichna.com/corporatebusiness 


Because  change  happen 

© 
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Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


5k 


James  W.  Michaels 

1921-2007 
Editor  1961-1999 


EARLY  ON  IN  MY  CAREER  AT  FORBES,  NEARLY  40  YEARS 
ago,  I  submitted  a  story  about  a  noted  stock  market  guru 
to  our  legendarily  tough  editor,  Jim  Michaels.  He  quickly 
looked  over  the  piece  and  smiled:  "Good  reporting.  I  like  this." 
Near  the  end  of  the  day  I  got  back  the  edited  version,  which  was 
half  the  length  of  the  original  and  had  been  thoroughly  reshaped. 
I  ran  to  Michaels'  office  with  a  plaintive  look  on  my  face.  Said  he, 
"You  may  not  like  what  I  did,  but  our  readers  will."  They  did.  And 
the  story  was  sharper  and  better. 

My  experience  was  not  unusual.  Everyone,  no  matter  how 
raw  or  experienced,  got  the  same  treatment;  even  a  good  story 
can  be  made  better.  Michaels  profoundly 
believed  that  "readers  do  not  have  all  the 
time  in  the  world  for  your  priceless  prose. 
Get  to  the  point.  Quickly."  As  one  former 
editor  quipped,  "Michaels  could  edit  the 
Lord's  Prayer  down  to  six  words  and 
nobody  would  miss  anything."  (Alas,  I 
know  too  well  what  he  would  do  with  this 
remembrance,  which  he  would  consider  to 
be  absurdly  long  and  wordy.) 

He  had  no  tolerance  for  "on-the-one- 
hand,  on-the-other-hand"  kind  of  journal- 
ism. A  story  should  have  a  firm  conclusion. 
Why  else  bother  the  reader?  And  even  the 
short  ones  should  be  something  of  a 
morality  tale,  leaving  the  reader  feeling 
that  there's  a  useful  lesson  to  be  learned. 

When  Jim  joined  FORBES  in  1954, 
this  magazine  was,  to  put  it  charitably,  second-tier.  Moreover, 
business  journalism  itself  was  a  backwater,  a  place  where  publica- 
tions dumped  their  drunks  and  burned-out  sportswriters.  Today 
business,  finance  and  economics  are  front-page  stuff. 

Jim  could  never  understand  that  disdainful  attitude  toward 
business  and  entrepreneurial  capitalism.  To  him  they  were  infi- 
nitely more  fascinating  than  politics  or  sports.  What  people  in 
business  did  mattered.  If  entrepreneurs  were  discouraged,  no 
progress  was  possible,  no  matter  how  activist  the  government. 

Three  years  after  joining  FORBES  Jim  became  managing  edi- 
tor, and  in  1961,  editor.  Between  then  and  1999  Jim  edited  1,000 
issues.  A  hands-on  approach  was  an  understatement.  Almost  all 
stories  ran  through  his  typewriter  and,  years  later,  his  computer. 

Jim  made  FORBES  not  only  the  most  influential  magazine  in 
the  business  field  but  also  one  of  the  world's  premier  publications. 
Indeed,  with  no  exaggeration,  Jim  Michaels  was  the  foremost  edi- 


tor of  our  era.  He  virtually  created  modern  business  journalism. 

When  my  father  took  the  company  helm  in  1964  he 
immersed  himself  in  all  facets  of  the  business.  The  one  exception 
to  his  microscopic  management  was  the  editorial  department.  I 
asked  why.  He  replied  with  feeling,  "Jim  Michaels  is  a  genius." 

Jim  saw  FORBES  as  the  "drama  critic"  of  business,  pointing 
out  who  was  doing  well,  who  wasn't  and  why.  Like  a  theater  critic 
who  loved  it  when  a  production  was  done  right  and  hated  it 
when  it  was  botched,  Jim  delighted  in  writing  about  companies 
that  were  succeeding  and  had  a  visceral  disdain  for  those  flub- 
bing the  job.  He  vigorously  practiced  what  is  now  known  as 
investigative  journalism,  not  because  busi- 
ness was  inherently  bad  but  because  he 
despised  "bad  actors,"  those  who  were 
cheating  investors,  customers,  employees. 

Jim  gave  the  magazine  its  consistent 
conversational  voice.  Not  for  him  the 
equivalent  of  State  Department  memos  or 
ponderous  pontifications.  He  never  con- 
fused length — which  too  many  prize-seek- 
ing journalists  tend  to  do — with  profundity. 

He  was  a  journalistic  entrepreneur. 
Stories  weren't  assigned.  Writers  and  editors 
were  expected  to  come  up  with  ideas  each 
press  cycle  and  be  prepared  to  defend  them 
against  withering  criticism  and  questions 
from  Jim  and  their  colleagues.  New  reporters 
could  quickly  get  a  crack  at  executing  a  story. 
Jim  felt  this  bottom-up  approach  was  the  best 
way  to  generate  novel  and  exciting  story  ideas.  He  wanted  all 
FORBES  stories  to  be  original.  If  a  topic  had  been  covered — even 
inferiorly — elsewhere,  he  wanted  nothing  to  do  with  it.  "Our  read- 
ers look  to  us  for  groundbreaking,  helpful  stuff.  Who  needs  us  if 
we're  doing  what  everyone  else  is  doing?" 

Jim  believed  not  only  in  quality  but  also  in  productivity.  Most 
writers  like  to  rest  up  a  bit  after  finishing  a  major  story.  Jim  would 
have  none  of  it.  You  were  expected  to  be  working  hard  immediately 
on  your  next  piece.  Michaels  himself  never  fell  into  a  lazy  rut,  the 
way  so  many  others  do  when  they've  been  in  their  jobs  for  a  long 
time.  He  would  erupt  like  a  volcano  if  he  felt  the  editorial  depart- 
ment was  becoming  complacent  or  falling  into  a  dull  routine. 

Jim's  openness  to  innovation  and  his  incessant  curiosity  was 
the  reason  FORBES  consistently  seemed  fresh  and  on  top  of 
things.  Back  in  the  1950s  Michaels  recognized  the  fabulous  future 
ahead  of  the  then  nascent  mutual  funds  industry.  Before  other 
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Michaels  demanded  that  covers,  pictures,  titles  and  deks  be  as  sharp  as  the  articles  themselves.  The  1970  mutual  funds  cover  says  it  all  about 
that  year's  performance,  for  instance.  People  feared  a  depression  after  the  1987  stock  market  crash;  the  far  right  cover  says,  calm  down. 


Jim  thought  talking  to  politicians  was  a  waste  of  time.  Here  he  is  with  two  exceptions. 


publications  did,  FORBES  developed  an  increasingly  sophisticated 
system  of  grading  the  long-term  performance  of  funds,  in  both  up 
and  down  markets.  Before  most  others,  Jim  was  aware  of  the  grow- 
ing impact  of  institutional  investors  and  had  the  magazine  regu- 
larly run  stories  on  these  ever  more  influential  money  managers. 

In  1969  FORBES  did  a  story  on  an  Omaha  money  man  who 
felt  stocks  had  become  overpriced  and  had  moved  into  cash.  Five 
years  later,  after  the  market  had  suffered  its  worse  contraction  since 
the  1930s,  Michaels  had  Warren  Buffett  reinterviewed  to  get  his 
views  on  where  the  market  would  go  next,  especially  since  the  pre- 
vailing feeling  was  all  doom 
and  gloom.  Buffett's  response 
was  classic;  he  said  he  felt 
"like  an  oversexed  guy  in  a 
harem."  The  market  has  gone 
up  twentyfold  since  then. 

Decades  ago  Jim  saw  the 
way  some  executives  manip- 
ulate balance  sheets  and 
accounting  rules — a  subject 
that,  sadly,  is  as  relevant  today 

as  it  was  in  the  1960s— and  made  exposing  it  a  FORBES  staple. 

Thanks  to  Jim's  approach,  FORBES  was  the  first  publication  to 
systematically  chronicle  the  depredations  of  trial  lawyers.  We  were 
also  the  first  to  reveal  the  destructiveness  of  Americas  most  power- 
ful union,  the  National  Education  Association.  Ahead  of  others 
FORBES  also  ran  stories  on  the  economic  miracle  unfolding  in 
South  Korea  and  the  amazing  rise  of  China  after  the  world  thought 
the  shootings  in  T  iananmen  Square  had  finished  it  economically. 

Because  of  Jim's  willingness  to  see  beyond  the  surface,  FORBES 
was  rarely  taken  in  by  fads.  When  I  was  growing  up,  for  instance, 
conglomerates  were  regarded  as  management  miracles.  Bring 
together  disparate  businesses  and  you'll  have  ever  upward  earn- 
ings. Litton  Industries  in  those  days  epitomized  this  paradigm.  So 
it  was  a  rude  shock  to  Litton  and  its  legions  of  Wall  Street  admirers 
when  FORBES  ran  the  first  negative  story  on  the  seemingly 
perpetually  successful  company.  Our  cover?  A  cracked  mirror. 

One  story  that  seemed  outlandish  was  Jerry  Flints  1980  piece 
concluding  that  Chrysler  would  survive.  The  on-the-brink-of- 
insolvency  company  was  begging  Washington  for  a  bailout. 
Experts  strongly  felt  that  even  federal  largesse  couldn't  keep 


Chrysler  alive.  Though  Jim  ran  a  disclaimer  on  top  of  the  story, 
pointing  out  that  this  was  Jerry  talking,  he  still  printed  the  piece — 
even  when  everyone  else,  including  my  father,  thought  it  utter 
foolishness.  An  equivalently  unlikely  thesis  today  would  be  that 
GM  will  overtake  Toyota  in  sales  and  profitability  in  a  few  years. 

In  the  mid- 1 990s  FORBES  published  an  eye-opening  story  on 
the  extraordinary  political  lobbying  power  of  Fannie  Mae,  a  power 
that  a  decade  later  would  lead  to  scandal  but  also  would  protect  it 
from  an  Enron-like  fate.  Jim  was  way  ahead  of  his  time,  too,  when 
in  1989  he  gleefully  ran  a  cover  story  roundly  debunking  global 

warming — some 
bad  ideas  have  wor- 
risomely  long  lives. 

Jim  loved  pio- 
neering entrepre- 
neurs. He  recog- 
nized the  genius  of 
Rupert  Murdoch, 
while  many  others 
felt  only  disdain  for 
him  (and  still  do), 

believing  him  to  be  a  predatory  parvenu  out  to  destroy  "quality" 
journalism.  Jim  also  didn't  hesitate  to  go  against  conventional 
wisdom.  FORBES  saw  the  constructive  approach  of  Michael 
Milken's  use  of  "junk"  bonds,  which  allowed  entrepreneurial 
companies  to  get  badly  needed  capital.  After  Milken  was  sent  off 
to  jail — which  Jim  felt  was  unjustified — Jim  didn't  hesitate  to  run 
an  extraordinary  interview  with  the  imprisoned  Milken. 

Despite  Jim's  impressive  track  record,  he  had  no  sense  of 
infallibility.  One  example:  I  joined  him  in  the  1980s  on  a  trip  to 
Australia,  which  had  been  experiencing  a  resource  boom.  Jim 
wrote  a  piece  on  our  findings,  which  he  handed  to  me,  saying: 
"Tell  me  if  I  left  out  anything  important  and  where  I  can  cut."  I 
thought,  "Me,  a  junior  reporter,  editing  a  legendary  editor?" 
Michaels  read  my  mind:  "Everyone  needs  editing." 

In  the  early  1980s  our  editor  made  a  bet  with  Alan  Abelson, 
then  editor  of  Barron's,  on  the  future  price  of  oil.  Abelson  thought 
it  would  go  down,  Jim  thought  it'd  go  higher.  Jim  lost  that  bet. 
But  seeing  what's  happening  now,  perhaps  he  was  20  years  early. 

"We  may  not  always  be  right  in  our  stories,"  he  told  FORBES 
editorial  people  many  times,  but  "if  we  can  make  our  readers 
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think,  we're  on  the  right  track." 

One  of  Jim's  many  innovations  was  the  section  called  Follow- 
Through,  which  recaps  stories  we've  gotten  right — and,  more 
fun,  others  where  our  conclusions  were  wrong. 

Jim  was  not  without  a  sense  of  impishness.  One  of  his  early 
heroes  was  T.  Rowe  Price,  who'd  started  a  mutual  fund  with  the 
novel  approach  of  investing  in  growth  stocks.  At  the  time  most 
funds  were  a  vast  collection  of  stocks  and  bonds  that  could  barely 
match  the  returns  on  a  bank  savings  account.  Price's  fund  did 
well.  In  the  mid-1960s  Price  sold  out  to  his  employees  for  around 
a  million  dollars  and  then  was  shunted 
aside  by  the  company  he'd  founded. 
Michaels  subsequently  ran  occasional 
columns  by  Price  in  FORBES,  in  which  the 
guru  listed  hypothetical  portfolios  for 
investors.  Price  would  triumphantly  point 
out  how  much  better  his  portfolios  per- 
formed than  did  those  of  his  successors. 

Jim  was  mentor  to  countless  journal- 
ists. You  learned  quickly  under  him.  You 
strove  to  meet  his  high  standards  because 
you  knew  this  man  knew  his  craft  better 
and  worked  harder  than  anyone  else  in  the 
business.  Moreover,  his  almost-always  pro- 
found insights  were  enriched  by  a  deep  sense  of  history,  as  well  as 
his  experiences.  During  WWII,  for  example,  he  was  an  ambu- 
lance driver  (his  poor  eyesight  kept  him  out  of  the  infantry) 
attached  to  the  old  British-Indian  Army  in  India  and  Burma, 
where,  among  other  horrors,  he  witnessed  a  famine  that  took  the 
lives  of  millions.  In  1948,  as  a  UP  bureau  chief  in  India,  he  broke 
to  the  world  the  story  of  Mahatma  Gandhi's  assassination.  He 
never  lost  perspective  on  people  and  events. 

And  talk  about  keeping  your  head — in  1970  the  Penn  Central 
railroad  went  bankrupt,  at  that  point  the  most  spectacular  corpo- 
rate collapse  in  history.  Jim  didn't  see  this  coming — he  had 
recommended  weeks  before  the  disaster  that  I,  then  a  college  stu- 
dent, buy  shares  (I  had  asked  his  advice).  When  Penn  Central 
went  into  receivership  Michaels  strongly  recommended  that 
investors  not  panic.  "This  is  a  big  one,  but  there  have  been  plenty 
of  railroad  collapses  before.  There's  value  here.  New  securities 
will  be  issued.  Be  ready  to  buy  em.  You  can  still  make  money." 


With  wife,  Jean,  on  a  Forbes  Cruise  for  In- 
vestors, which  he  was  instrumental  in  creating 


He  was  right.  In  those  days  only  a  handful  of  people  and  institu- 
tions scoured  corporate  husks  for  hidden  value.  New  securities 
were  indeed  issued — and  they  paid  off  handsomely. 

The  anecdotes  of  Jim's  gruff  criticisms,  his  searing,  acerbic 
comments  on  writers'  stories,  are  legion.  But  the  man  was  a  true 
gentleman — his  office  door  was  always  open,  no  matter  how 
stressful  the  deadline;  he  was  unstinting  in  praise  of  work  that 
he  felt  was  done  well;  his  love  of  family  was  genuinely  deep;  and 
he  was  generous  with  his  time  and  resources  for  people  and 
causes  in  which  he  believed.  He  was  open  to  ideas  and  argu- 
ment— you  could  change  his  mind  with  a 
well- reasoned  case.  He  never  got  stuck  in 
his  ways.  He  used  a  manual  typewriter 
because  he  felt  he  could  work  faster  with 
that  than  with  the  electric  version.  But 
when  computers  came  along,  he  rapidly 
and  enthusiastically  embraced  them — he 
believed  they  improved  his  productivity 
and  made  it  immeasurably  easier  for  him 
to  keep  track  of  other  people's  copy.  He 
also  liked  the  flexibility  they  gave  him — 
he  could  work  from  home  or  an  overseas 
hotel.  He  invariably  stood  up  when  a 
woman  came  into  a  room,  and  he  always 
opened  the  door  for  a  woman.  Old-fashioned,  maybe,  but  still — 
in  most  instances — appreciated. 

Michaels'  drive  never  flagged.  After  stepping  down  as  editor 
Jim  developed  new  businesses  for  us,  including  our  successful 
newsletters,  investor  cruises  and  the  Forbes  on  Fox  television 
show,  where  he  was  a  regular  participant — and  where  he  stunned 
the  executives  there  by  becoming  the  most  popular  commentator 
on  the  program.  Ever  curious,  he  took  up  scuba  diving  at  age  73. 

While  Jim  disdained  chasing  awards — rightfully  figuring 
internal  politics  can  trump  genuine  quality — he  did  win  the  pres- 
tigious Gerald  Loeb  Lifetime  Achievement  Award.  Several  years 
ago,  in  a  comprehensive  poll  of  writers,  editors  and  publishers, 
he  was  named  one  of  the  ten  outstanding  business  journalists  of 
the  20th  century. 

In  the  minds  of  those  of  us  who  worked  with  him,  Jim 
Michaels  tops  any  list  of  outstanding  editors.  Indeed,  he  tops  any 
list  of  outstanding  human  beings.  F 
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By  Ernesto  Zedillo,  former  President  of  Mexico 
Director,  Yale  Center  for  the  Study  of  Globalization 


India  Getting  on  Board 


FOR  MORE  THAN  HALF  A  CENTURY  FOLLOWING  INDEPENDENCE 
in  1947,  India  perpetuated  the  sad  trend  of  its  poor  growing  larger 
and  larger  in  number  every  year.  As  we  know  today,  India's  escalat- 
ing impoverishment  was  not  irremediable.  It  was  essentially  caused 
by  the  governments  imposition  of  wrongheaded  policies  to  control 
economic  activity  on  all  fronts.  It  reserved  ownership  of  companies 
and  services  in  many  sectors  for  itself,  prohibited  foreign  investment 
in  most  activities,  placed  incredibly  restrictive  licensing  procedures 
on  businesses,  overregulated  the  labor  markets,  closed  the  economy 
tight  to  foreign  trade  and  maintained  extremely  high  tax  rates.  In 
.  short,  the  government  followed  a  suffocate-the-market  approach  to 
'development,  which,  of  course,  was  doomed  to  fail. 

Fortunately,  that  approach  started  to  change,  grudgingly,  in 
'the  mid-1980s— and  more  forcefully  in  the  early  1990s.  The  old 
industrial  licensing  system  was  progressively  dismantled,  and 
other  government  regulation  in  sectors  such  as  IT  and  communi- 
cations underwent  even  deeper  liberalization.  Trade  and  foreign 
investment  barriers  were  slashed,  and  financial  reform  was 
undertaken  to  allow  for  more  credit  and  equity  to  be  channeled 
into  the  private  sector.  Special  economic  zones  were  established 
to  provide  better  infrastructure  and  to  lighten  bureaucratic  bur- 
dens on  businesses,  and  income  tax  rates  for  individuals  and 
companies  were  reduced  significantly. 

So  far  the  reforms  have  paid  off  handsomely  GDP  is  now 
growing  at  an  annual  rate  that,  if  sustained,  will  allow  average 
income  to  more  than  double  in  a  decade.  GDP  grew  9%  in  2006, 
making  India's  economy  the  world's  third  largest  when  compared  at 
purchasing  power  parity  exchange  rates.  Nowadays  the  absolute 
number  of  Indians  living  below  the  poverty  line  falls  every  year, 
and  the  middle  class  is  becoming  a  formidable  market  that  no 
global  company  can  ignore.  Indians  are  proud  of  what's  been 
achieved  and  are  optimistic  about  the  future — and  for  good  reason. 

Huge  Pending  Tasks 

Many  policies  are  still  in  need  of  reform,  however,  if  millions  of 
Indians — almost  30%  of  its  1 . 1  billion  population — are  to  have  the 
opportunity  to  overcome  the  abject  poverty  in  which  they  live. 
True,  India's  is  now  a  market  economy,  but  huge  distortions  and 
vulnerabilities  remain,  seriously  limiting  the  economy's  potential. 
Despite  significant  liberalization,  government  regulation  continues 
to  cripple  economic  freedom  and  competition.  For  example,  labor 
laws  designed  to  protect  employment  are  inhibiting  job  creation  in 
sectors  like  manufacturing,  an  area  in  which  India  should  have  a 
great  advantage  over  other  countries.  Hiring  and  firing  workers  is 


so  onerous  that  new  jobs  are  being  created  only  in  areas  where 
enforcing  laws  is  next  to  impossible  or  where  specific  regimes 
providing  the  necessary  flexibility  have  been  established,  such  as  in 
some  service  sectors.  Labor  rigidities  also  cause  employers  to  substi- 
tute machines  for  manpower  or  to  refrain  from  expanding  produc- 
tion capacity.  This  condemns  the  poor  to  remaining  in  the  informal 
economy,  where  productivity  and  incomes  are  very  low. 

Overregulation  of  product  markets  has  equally  perverse  effects. 
India's  entrepreneurs,  acknowledged  as  highly  creative,  still  suffer 
heavy  bureaucratic  burdens.  Red  tape  constitutes  a  practical  entry 
and  exit  barrier  to  many  markets,  impairing  competition  and  inno- 
vation. The  agricultural,  retail,  manufacturing  and  transportation 
sectors  are  only  the  most  conspicuous  examples  dragged  down  by 
excessive  regulation  and  other  counterproductive  government 
interventions  that  limit  growth,  employment  and  productivity. 

Although  India  is  dramatically  more  open  to  imports  and 
investment  than  it  was  a  few  years  ago,  it  continues  to  be  more 
protectionist  than  other  large  emerging  economies.  Its  competi- 
tiveness in  global  export  markets  would  be  greatly  enhanced  if  it 
lowered  the  level  and  variance  of  import  tariffs  further  and  liber- 
alized foreign  investment.  Government  ownership  of  firms  is  still 
pervasive,  particularly  in  key  areas  such  as  energy  and  banking. 
Without  more  private  investment  and  competition  in  these  sec- 
tors, India's  growth  could  soon  encounter  severe  bottlenecks. 
Prudent  privatization  of  public  enterprises,  along  with  deeper  tax 
reform,  would  strengthen  the  national  and  state  governments' 
finances,  which  is  necessary  if  there  is  to  be  sufficient  investment 
in  public  infrastructure,  education  and  health  care. 

That  these  and  many  other  items  remain  on  a  must-do  list 
awaiting  action  by  India's  lumbering  political  system  could  be 
interpreted  as  bad  news  for  future  development.  But  the  fact  that 
despite  persistent  and  severe  problems  India  has  managed  to  grow 
so  spectacularly  in  recent  years  says  a  lot  about  its  economic 
potential.  India's  leaders  should  be  able  to  extract  the  right  lessons 
from  the  economy's  two-decades-long  evolution.  They  should  be 
aware  that  growth  has  been  driven  mostly  by  those  sectors  where 
workers,  entrepreneurs  and  firms  have  enjoyed  the  least  oppres- 
sive environments  in  which  to  exercise  their  economic  freedom. 

If  the  world's  largest  democracy  is  truly  motivated  to  succeed 
in  overcoming  underdevelopment  and  becoming  a  real  super- 
power by  midcentury — when  it  will  also  be  the  world's  most 
populous  country — then,  clearly,  more  and  more  liberalization 
is  the  way  to  go.  India  can  make  it  if  it  gets  fully  on  board  the 
globalization  train.  F 


Forbes 


Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  David  Malpass,  chief  economist, 
Bear  Stearns  &  Co.;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Digital  Rules 

By  Rich  Karlgaard,  Publisher 


Jim  Michaels  Broke  the  Mold 


TO  STEVE  FORBES'  LOVELY  CAPSULE  ON  THE  AMAZING  LIFE  OF 
Jim  Michaels  (see  p.  23),  I  would  add  these  personal  notes: 

Shortly  after  I  joined  FORBES  in  1992,  Jim  asked  me  to  lunch. 
He  took  us  on  an  odd  diagonal  route  across  5th  Avenue,  waving 
at  cars  to  get  out  of  our  way.  The  cars  obeyed!  I  had  a  momentary 
vision  of  Moses  and  the  Red  Sea.  And  that  was  Jim  Michaels,  of 
course — the  Moses  of  FORBES,  our  lawgiver  and  leader. 

At  lunch  we  talked  about  the  era's  tech  leaders — Bill  Gates, 
Andy  Grove  et  al.  Jim  was  particularly  intrigued  with  Michael 
Dell's  direct  sales  model.  "I've  got  it!"  Jim  said  at  the  end  of  lunch. 
"Dell  is  not  a  computer  guy  at  all.  He's  the  new  Sam  Walton." 
•  Jim  was  friends  with  News  Corp.'s  Roger  Ailes.  These  two 
hatched  our  TV  show,  FORBES  on  Fox,  in  May  200 1 .  During  the 


shows  first  18  months  Jim  would  pan  most  stocks  on  the  Mak- 
ers &  Breakers  segment.  "Bah!  Overvalued,"  he  would  often  say. 
Suddenly  in  late  2002  the  contrarian  turned  bullish  on  stocks. 
"I  feel  like  a  kid  in  a  candy  store!"  he  would  shout.  Jim's  timing 
was  perfect.  Stocks  bottomed  out  in  October  2002  and  have 
almost  doubled  since. 

•  The  only  time  I've  seen  Steve  Forbes  cry  was  at  the  American 
cemetery  on  the  cliff  above  the  Normandy  beaches.  Jim,  a  WWII 
vet,  was  participating  in  a  taps  and  flag-folding  ceremony  This 
was  three  years  ago.  Steve  wept,  and  so  did  I,  for  the  brave  men 
who  had  stormed  the  beaches  and  fallen  in  1944.  But  watching 
Jim  fold  the  American  flag,  we  could  sense  the  imminent  passing 
of  a  powerful  force. 


Why  Apple  Slashed  iPhone  Prices 


AFTER  A  LONG  STREAK  OF  SUCCESS,  APPLE,  WHOSE  STOCK  IS  UP 
twentyfold  since  2002,  and  its  leader,  Steve  Jobs,  have  collided  with 
two  forces  stronger  than  they  are.  One  is  the  cheap  revolution.  The 
other  is  the  global  economy.  Together  they  forced  Apple  to  cut  prices 
33%  on  its  iPhone,  which  had  been  on  the  market  for  only  ten  weeks. 

Twin  Forces  That  Rule  the  World 

The  cheap  revolution  is  a  first-order  effect  ot  Moore's  Law.  (Moore's 
Law  predicts  the  transistor  density  on  silicon  chips  will  double 
every  18  to  24  months.)  For  years  if  you  said  "Moore's  Law,"  peo- 
ple presumed  you  were  describing  a  future  of  ever  more  powerful 
computers.  The  personal  computers  of  1 98 1 ,  including  the  Apple 
II  and  the  IBM  PC,  were  punks  by  today's  standards.  They  could 
run  only  simple  spreadsheets  and  word-processing  software. 

Only  ten  years  later,  by  the  early  1990s,  the  exponential  gains 
had  evolved  to  the  point  at  which  microprocessors  were  running 
fast  enough  in  PCs  and  workstations  to  topple  an  entire  indus- 
try— in  this  case,  all  the  minicomputer  companies  along  Boston's 
fabled  Route  128.  Down  they  went:  Digital  Equipment  Corp., 
Wang,  Data  General — victims  of  a  new  and  more  powerful  force. 

By  the  early  2000s  Moore's  Law  had  crammed  enough  zip 
into  PCs  to  turn  them  into  multimedia  machines.  Our  PC 
became  a  base  station  for  news,  photos,  songs  and  movies,  as  well 
as  a  manipulator  of  words  and  numbers. 

But  along  the  way  another  and  even  bigger  trend  was  in  the 
works — if  not  seen  as  clearly.  Call  it  the  flip  side  of  Moore's  Law. 
The  front  side  implies  chips  and  therefore  computers  will  get 
twice  as  fast  every  18  to  24  months  at  the  same  price  point.  The 
flip  side  implies  prices  will  drop  50%  every  1 8  to  24  months  at  the 
same  performance  point. 

I  am  thumbing  this  column  in  on  my  Research  in  Motion's 


BlackBerry  8700.  It  is  a  2006  model,  almost  obsolete  now.  My 
BlackBerry  is  powered  by  an  Intel  312  megahertz  processor,  for 
which  RIM  pays  Intel  about  $20  per  chip  in  volume.  Keep  that 
price  and  performance  in  mind.  A  dozen  years  ago,  at  the  dawn 
of  the  Web  age,  Intel's  hot  seller  was  the  Pentium  family  of 
processors.  In  1995  Pentiums  ran  at  about  100  megahertz,  slower 
than  the  Intel  chip  in  my  2006  BlackBerry.  Yet  the  1992  Intel  chip 
cost  about  $400  in  volume. 

That's  the  cheap  revolution.  It's  the  first-order  effect  of 
Moore's  Law — the  flip  side  of  Gordon  Moore's  formulation. 

The  second-order  effect  is  hypercharged  global  capitalism. 
Books  such  as  The  World  Is  Flat  and  The  Elephant  and  The  Dragon 
have  chronicled  the  rapid  rise  of  China,  India,  Southeast  Asia  and 
eastern  Europe,  et  al.  Of  course,  many  factors  from  supply- side  tax 
policies  to  open  trade  have  contributed  to  the  global  boom.  But 
cheap  technology  is  at  its  center,  first  and  foremost.  That's  because 
an  entry  ticket  to  the  global  economy  today  is  not  a  computer 
costing  $2,000  and  running  on  a  $400  chip.  It's  a  Web-enabled 
phone  costing  $200  and  running  on  a  $20  chip.  Think  about  it.  If 
the  average  educated  Chinese  or  Czech  citizen  had  to  pay  $2,000  to 
enter  the  grid  of  the  global  economy,  they'd  still  be  sending  faxes. 

These  were  the  twin  forces  blowing  in  Apple's  face  when  it 
priced  its  revolutionary  iPhone  at  $599.  Cool  as  the  iPhone  is — 
I'm  buying  one  this  weekend — the  price  couldn't  be  sustained  in 
the  world  of  the  cheap  revolution,  where  Moore's  Law  drives  the 
cost  down  and  buyers  in  China  and  India  set  the  price. 

Apple  need  not  apologize  for  cutting  prices.  It  had  to.  The 
twin  forces  made  Apple  do  it.  F 


I  Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  e-mail  him 
at  publisher@forbes.com. 
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Competition  by  Proxy 


GOOGLE'S  PENDING  ACQUISITION  OF  DOUBLECLICK 
"will  be  bad  for  consumers"  because  it  threatens 
competition  and  privacy.  So  said  Microsoft's  general 
counsel  during  a  recent  Senate  subcommittee 
hearing  (see  p.  50).  Nice  of  the  software  giant  to  take 
up  the  cudgel  for  the  little  guy.  But  Microsoft  has  a  big  stake  in 
blocking  the  deal — considering  that  it's  losing  the  war  to  Google 
over  billions  of  dollars  in  Internet  advertising.  Running  to 
Congress  or  to  regulators  for  help  when  you  can't  win  in  the 
marketplace  is  a  time-tested  tactic — second  only,  perhaps,  to 
abusing  the  courts.  It  helps  to  say  you're  protecting  consumers. 
Democrats  like  that.  And  now  that  they're  in  charge,  expect  to  see 
more  hearings  (and  regulations)  on  other  fronts.  Examples: 

1.  ATVS.  After  losing  roughly  40%  of  the  U.S.  market  to 
cheaper  Chinese  and  Taiwanese  imports,  established  makers  of 
all-terrain  vehicles,  including  Polaris,  Honda  and  Suzuki,  are 
lobbying  Congress  to  make  mandatory  for  all  ATVs  the  same 
safety  standards  they've  followed  for  two  decades— first  as  part 
of  a  consent  decree  and  for  the  past  ten  years  voluntarily  That 
wouldn't  cost  them  a  cent,  but  it  might  be  cosdy  enough  to  drive 
some  Chinese  makers  out  of  the  market.  One  possible  hitch: 
Consumer  groups  want  existing  standards  toughened  even  more. 

2.  Tobacco.  Hardly  surprising  that  with  50%  of  a  shrinking 
U.S.  market  Altria's  Philip  Morris  wants  to  protect  its  turf.  It  is  the 
only  cigarette  maker  backing  legislation  by  Senator  Ted  Kennedy 
and  Representative  Henry  Waxman  to  establish  FDA  regulation  of 
tobacco  products.  Notably,  the  bill  wouldn't  outiaw  smokes,  but  it 
would  let  the  agency  ban  advertising  aimed  at  children  and 
regulate  the  introduction  and  marketing  of  new  and  "reduced- risk" 


products  like  smokeless  tobacco.  "It 
gives  Philip  Morris  a  competitive 
advantage  in  that  it  will  have  the 
effect  of  sustaining  current  market 
share,"  complains  a  spokeswoman  for 
Reynolds  American,  maker  of  Camel 
and  Winston. 

3.  Credit  card  fees.  Short  of 
taking  only  cash,  retailers  have  little 
market  power  to  resist  the  rising, 
largely  nonnegotiable  "interchange" 
fees  (now  averaging  nearly  2%  of  sales) 
they  must  pay  banks  when  they  accept 
\risa  and  MasterCard  They've  brought  private  antitrust  suits  against 
those  titanic  twins  and  in  July  got  a  sympathetic  hearing  from  the 
House  Judiciary  Committee.  More  touching  yet:  They're  claiming 
that  the  high  fees  get  passed  on  to  all  consumers,  including  those 
too  poor  to  have  credit  cards.  Last  month  House  committee  mem- 
bers prodded  a  Department  of  Justice  antitrust  official  to  speed  up 
its  investigation  of  the  fees. 

4.  Insurance.  A  coalition  of  14  U.S.  insurers — Berkshire 
Hathaway,  Chubb  and  Travelers  among  them— argues  that 
offshore  rivals  are  exploiting  their  tax  haven  in  Bermuda  to  grab 
business  in  America.  The  "victims"  are  lobbying  Congress  to  tax 
the  premiums  that  U.S.  insurance  subsidiaries  send  to  foreign 
parents  or  affiliates  for  reinsurance.  The  Bermuda  bunch — 
representing  the  likes  of  Ace,  XL,  Arch  and  Ariel — is  pushing 
back,  claiming  that  any  tax  would  raise  premiums  for  all  U.S. 
insurance  customers. 

5.  Wireless.  It's  no  secret  that  Google  wants  into  this 
business  and  may  well  bid  on  some  of  the  licenses  in  the 
698-to-806-megahertz  spectrum  that  the  Federal  Communications 
Commission  will  put  up  for  auction  in  January.  Like  Yahoo  and 
Ebay,  Google  supports  an  open  market  in  order  to  extend  its  search, 
e-mail,  video  and  other  applications  to  everyone  in  the  universe. 
On  the  other  side  are  AT&T  and  Verizon.  They,  too,  covet  the 
bandwidth  (popularly  known  as  700  megahertz),  but  they  don't  like 
the  idea  of  open  access  because  it  would  force  them  to  give  up  the 
very  lucrative  control  over  which  services  customers  can  get 
Verizon  has  sued  the  FCC,  claiming  that  by  embracing  open 
access,  the  agency  has  exceeded  its  legal  authority 

—Janet  Novack  and  Matthew  Swibel 
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Your  potential.  Our  passion. 


Ladies  and 
gentlemen, 

Windows 
has  left 

the  building. 


Lawyers  Are  Essential? 

In  the  eyes  of  the  state  of  Michigan,  financial  advisers  are 
on  a  par  with  fortune-tellers,  escort  services  and  tanning 
salons.  They  are  all  among  the  "nonessential  services" 
that  will  be  subject  for  the  first  time  to  the  state's  6% 
sales  tax.  The  new  legislation,  passed  to  help  end  a 
budget  crisis,  takes  effect  Dec.  1.  Also  deemed  unimpor- 
tant and  thus  being  taxed:  janitorial  services  and  private 
investigators.  Escaping  the  levy  as  necessary:  golf  greens 
fees,  cable  charges  and  legal  fees.  —Janet  Novack 


Hurt:  Donald  J.  Trump. 


INFORMER@FORBES.COM 

Billionaire  as  a  Job  Title 

Donald  J.  Trump  says  being  known  as 
a  billionaire  is  "critical"  to  his  business, 
a  major  reason  he's  suing  for  libel  over 
author  Timothy  L.  O'Brien's  Trump- 
Nation:  The  Art  of  Being  the  Donald. 
That  2005  book  suggested  Trump  was 
worth  $250  million  tops.  Trump  says 
he's  now  worth  $7  billion  (FORBES 
figures  $3  billion).  In  a  court  filing 
Trump's  lawyers  contend  his  success 
"depends  on  the  accurate  recognition 
and  appreciation  ...  he  is  a  billionaire." 
O'Brien,  New  York  Times  Sunday  busi- 
ness editor,  and  publisher  Warner 
Books  are  fighting  a  New  Jersey  judge's 
order  that  O'Brien  name  the  "three 
people  with  direct  knowledge  of  Donald's  finances  . . .  who  had 
worked  closely  with  him  for  years,"  the  book's  sole  sourcing  for 
the  low  valuation.  Defendants  argue  a  net  worth  estimate  is 
merely  unactionable  opinion.  Trump  says  his  honesty  was 
impugned  by  the  entire  book  and  its  marketing,  including 
O'Brien's  comments  at  public  appearances.  — William  P.  Barrett 

So  Who  Reads  the  Fine  Print? 

The  Atlanta  federal  appeals  court  ruled  Nasdaq  can  be  sued  by  a 
Florida  lawyer  who  contends  its  institutional  advertising  touting 
the  viability  and  integrity  of  WorldCom  helped  prompt  him  to 
invest  and  lose  $600,000.  Representing  himself,  Steven  I.  Weiss- 
man  argued  TV  and  print  spots  in  2001  and  2002  didn't  make 
clear  Nasdaq  revenues  would  be  enhanced  by  more  WorldCom 
trading  and  that  the  ad  campaign  continued  even  though 
Nasdaq  knew  WorldCom  didn't  meet  all  exchange  rules.  Amid  a 
massive  accounting  fraud,  WorldCom  collapsed  in  2002;  founder 
Bernard  Ebbers  is  now  serving  25  years.  Nasdaq  and  ex-parent 
NASD  argued  vainly  in  court  their  quasi-official  regulatory  role 
shields  them  from  this  liability.  —  Asher  Hawkins 


^lourt Jesters 


Open  Sewer 

In  three  months  split-adjusted  shares  of  Bioshaft  Water  Technol 
ogy  have  jumped  99,000%  to  a  recent  $1.65  for  a  $149  million 
market  cap.  Yet  its  most  recent  financials  list  no  revenues  and  few 
employees  while  warning,  "We  can  offer  no  assurance  we  would 
ever  operate  profitably."  The  rise  came  as  the  firm  relocated  from 
Dubai  to  Carlsbad,  Calif,  and  in  a  reverse  merger  changed  its 
name  from  PointStar  Entertainment  after  trying  unsuccessfully 
to  market  Arabic-language  TV  programming.  A  flack  says  that 
the  firm  just  raised  $1.5  million  in  a  private  placement.  The  new 
line  of  business  is  sewage  treatment  technology,  based,  one  filing 
says,  on  "a  natural  process  found  in  rivers."  —  W.P.B 

But  Extremely  Interesting 

The  Internal  Revenue  Service  says  Charleston,  S.C.  billionaire 
industrialist  Jerry  Zucker  should  pay  penalties  after  withholding 
documents  that  undercut  his  claimed  ignorance  of  the  fact  a  $52 
million  tax  shelter  from  1999  was  based  on  preplanned  phony  losses. 
To  support  his  Court  of  Federal  Claims  lawsuit  fighting  the  sham 
finding  and  seeking  an  $1 1  million  refund,  Zucker  had  testified  he 
expected  a  profit  from  the  deal,  which  involved  foreign  currency 
options.  The  feds  say  Zucker  didn't  turn  over  faxes  bearing  his  hand- 
writing— paperwork  coughed  up  by  an  assistant — from  shelter 
peddler  Ernst  &  Young  showing  fees  would  be  a  percentage  of 
expected  losses,  not  profits.  Zucker's  lawyers  call  the  notes  "innocu- 
ous" and  the  nonproduction  inadvertent.  — J.N. 
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ALLEGATIONS  INCLUDE 

OUTCOME  d 

Gerald  Garson  |  New  York,  N.Y. 

taking  cash,  cigars  to  fix  cases 

3-to-1 0-year  sentence  1 

Elizabeth  Halverson  |  Las  Vegas,  Nev. 

sleeping  in  the  courtroom 

suspension  \ 

James  Hauser  |  Orlando,  Fla. 

making  unwanted  sexual  advances 

retirement 

Jacqueline  McVay  |  Phoenix,  Ariz. 

demeaning  staff,  being  tardy 

2-month  suspension 

Victoria  Roemer  |  Winston-Salem,  N.C. 

illegally  jailing  defendants  for  debt 

reprimand 

Marian  Shelton  |  New  York,  N.Y. 

calling  one  defendant  "pig" 

quitting  at  year's  end  | 

Herman  Thomas  |  Mobile,  Ala. 

spanking  male  inmates 

resignation 

Donald  Thompson  1  Oklahoma  City,  Okla. 

masturbating  on  the  bench 

4-year  sentence 

Clarence  Westra 


?ning  bailiff  to  Keystone  Cops 


admonition 
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By  Larry  Ribstein,  professor,  University  of  Illinois  College  of  Law 


Lawyers  Don't  Make  Enough 

They  should  abandon  their  precious  ethics  rules  and  get  into  bed  with  Wall  Street 


9 


PEOPLE  GET  OFFENDED  WHEN  THEY 
hear  that  lawyers  make  a  lot  of  money. 
Partners  at  Wachtell,  Lipton  earning 
$3  million?  Awful!  New  York  firms  like 
Simpson  Thacher  charging  $1,000  an 
hour?  A  disgrace! 

Why  such  indignation?  Look  at 
investment  bankers  and  private  equity 
honchos.  Two  dozen  Goldman  Sachs 
employees  got  bonuses  exceeding  $25 
million  (each)  last  year.  Stephen 
Schwarzmans  deals  at  Blackstone  made 
his  stake  worth  over  $7.5  billion  at  one 
point  this  summer.  Schwarzman,  like 
many  lawyers,  is  getting  paid  for  his 
expertise  in  picking  and  structuring 
transactions.  Lawyers  who  advise  on 
similar  deals,  including  the  prodigious 
Martin  Lipton,  inventor  of  the  poison 
pill,  don't  earn  that  kind  of  money. 

Ethics  rules  requiring  that  law 
firms  be  owned  only  by  lawyers 
help  explain  the  disparity.  The 
rules  are  purportedly  based  on 
the  notion  that  nonlawyer 
owners  insufficiently  imbued 
with  professional  standards 
would  transform  law  firms  from 
citadels  of  altruism  into  profit-hungry  businesses. 

But  competition  is  already  threatening  the  status  quo.  After 
Australia  loosened  legal  constraints  on  law  firm  ownership,  one 
of  the  country's  largest  personal  injury  firms,  Slater  &  Gordon, 
went  public  last  summer.  Pending  legislation  in  the  U.K.  would 
authorize  nonlawyer  ownership  of  law  firms  there.  If  big  U.K. 
firms  start  to  outcompete  U.S.  firms  for  talent  and  global  legal 
business,  U.S.  rules  will  have  to  change  to  meet  this  threat. 

If  anybody  can  own  shares  in  a  law  firm,  why  not  let  Black- 
stone or  Goldman  Sachs  own  all  the  shares?  After  all,  legal  advice 
is  a  critical  component  of  the  dealmaking  that  has  made  private 
equity  partners  rich.  KKRs  early  success  owed  partly  to  relation- 
ships it  developed  with  experts  at  trusted  firms  like  Simpson 
Thacher,  still  one  of  the  leading  private  equity  law  practices. 

Some  lawyers  jump  ship.  After  billing  $700  an  hour  in  the  United 
Airlines  bankruptcy,  James  Sprayregen  evidently  tired  of  his  slave 
wages  in  law  practice  and  went  to  Goldman  Sachs,  where  he  could 


Why  is  there  such 
indignation  over  lawyers 




better  capitalize  on  his  expertise.  Mor 
recently  there's  news  of  private  equit 
firms  hiring  lawyers  as  in-house  counst 
to  advise  the  firms  on  their  own  leg; 
troubles.  However,  lawyers  who  work  fo 
firms  that  are  tainted  by  nonlawyer  own 
ership  cannot  advise  clients  other  than  th 
owners  or  represent  them  in  court. 

These  restrictions  limit  the  market  fo 
legal  skills.  Imagine  that  the  nonlawyer 
ownership  prohibition  ends  and  Goldmai 
buys  Simpson.  Now  Goldman-Simpsor 
can  offer  its  clients  an  integrated  packagi 
of  legal  and  financial  services.  As  co-own 
ers  of  Goldman-Simpson,  the  lawyers  wil 
earn  a  share  of  their  firm's  profits. 

Or  instead  of  an  integrated  Goldman 
Simpson,  Goldman  could  buy  Simpson  ir 
a  leveraged  buyout  deal  and  maintain  it  aa 
a  separate  entity.  Simpson  would  get  man- 
agement expertise  and  funds  for  globa) 
expansion  without  the  drawbacks  o: 
public  ownership.  Nonlawyer  owner- 
ship of  firms  may  be  only  the  first  step 
Other  rules  constraining  law  firm 
structure,  such  as  rigid  rules  on  con 
flicts  of  interest  and  restrictions  on 
cross-border  practice,  may  also  fall 
The  law  may  play  a  role,  too.  The  Supreme  Court  will  soon 
decide  Stoneridge  Investment  Partners  v.  Scientific-Atlanta, 
which  poses  the  question  of  whether,  if  there  were  securities 
fraud,  the  victims  could  go  after  not  just  a  company  that  engaged 
in  it  but  the  company's  vendors  (I  participated  in  an  amicus  brief 
that  argued  against  holding  vendors  liable).  If  so,  lawyers  advising 
corporations  would  potentially  be  on  the  hook.  Law  firms  work- 
ing on  securities  deals  may  need  to  get  bigger  (and  charge  more 
than  $1,000  a  hour)  if  they  find  themselves  getting  named  as 
defendants  in  securities  cases. 

Professional  rules  governing  the  legal  profession  force 
lawyers  into  a  narrow  groove,  scriveners  who  don't  attend  to  a 
deal's  underlying  business  aspects.  A  new  breed  of  law  firm  could 
force  lawyers  to  better  meet  clients'  needs  by  ensuring  that  clients 
get  more  comprehensive  and  sophisticated  advice. 

The  brave  new  world  of  law  practice  may  make  some  lawyers 
a  lot  richer.  But  this  need  not  be  bad  for  clients.  F 
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OCTOBER  31,  2005 

Drilling  Down 

Our  Entrepreneur  of  the  Year  in  2005,  a 
maverick  oil  wildcatter,  has  had  a  bumpy 
ride.  Encore  Acquisition,  a  father-son  Fort 
Worth  company,  uses  an  unconventional 
method  for  extracting  oil  from  the 
ground,  called  high-pressure  air  injection. 
It's  proved  both  more  expensive  and  less 
productive  than  Encore  had  expected. 
Back  in  2004  Encore  was  spending  just 
over  $10  a  barrel  to  increase  its  reserves. 
That  jumped  to  $19  last  year.  In  early  2007 
Encore  decided  to  try  a  maneuver  that's 
controversial  in  the  oil  business:  forming 
a  publicly  traded  limited  partnership  for 
the  purpose  of  buying  more  oilfields.  Such 
partnerships  tend  to  pay 
investors  first  and  put 
too  low  a  priority  on 
pumping  needed  cash 
into  oilfield  extraction 
projects. 

After  tumbling  from 
$34  when  our  story  ran, 
to  $22  early  this  year, 
Encore's  stock  rebound- 
ed to  $30  on  the  limited 
partnership  news.  The 
pressure  is  on  Jon  S. 
Brumley,  Encore's  37- 
year-old  chief,  who  has 
been  taking  on  responsibilities  as  his 
father,  Chairman  I.  Jon  Brumley,  68,  has 
stepped  back.  Encore  fell  from  18  on  our 
Best  Small  Companies  list  in  2005  to  50 
last  year.  This  year  it  didn't  make  the  list. 

—Asher  Hawkins 


APRIL  18  2005 

Look  Out,  Wal-Mart 

Metro,  the  giant  German  retailer,  is  get- 
ting a  shakeup  and  a  new  boss,  Eckhard 
Cordes.  Formerly  an  executive  in 
DaimlerChrysler's  Mercedes  division  and 
now  chief  of  Franz  Haniel,  the  closely  held 
industrial  holding  company  that  recently 
upped  its  stake  in  Metro,  Cordes  is  replac- 
ing the  intrepid  Hans- Joachim  Korber.  We 
described  how  Korber  helped  Metro 
escape  its  moribund  home  market  by 
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opening  warehouse-style  stores  in  sucll 
far-flung  spots  as  India  and  Siberia.  Bui 
Korber  failed  to  turn  around  the  firm1! 
German  supermarkets  and  departrnenl 
stores.  He  stepped  down  in  October  aftel 
clashing  with  Haniel  executives.  Cordes  il 
reportedly  shopping  the  firm's  Germail 
chains  to  competitors  and  may  sell  th 
land  under  Metro's  stores.  If  Cordes  foil 
lows  through  on  those  measures,  Metni 
won't  be  the  world's  fifth-biggest  retailel 
much  longer.  But  he  could  push  deepe 
into  emerging  markets  such  as  Russia  ancl 
Vietnam.  — Deborah  Or\ 

JANUARY  12,  2004 

Nosedive 

A  novel  drug  to  treat  sexual  dysfunction  irl 
both  men  and  women  i: 
falling  flat.  Palatin  Tech 
nologies,  a  small  Cran 
bury,  N.J.  drugmaker,  re 
cently  announced  that  in ;  I 
trial  of  76  premenopausal 
women,  the  drug,  taken  ail 
a  nasal  spray,  worked  ncl 
better  than  a  placebo.  Anc| 
the  Food  &  Drug  Admin- 
istration raised  concern' I 
that  in  more  advancecl 
tests  on  men  the  drug 
known  as  bremelanotide 
increased  blood  pressure 
Palatin  Chief  Executive  Carl  Spana,  M.D.,  says! 
he  hopes  to  run  a  larger  trial  on  pre- 1 
menopausal  women.  He  also  hopes  that  the  I 
FDA  will  let  him  push  ahead  next  year  with| 
final  tests  of  the  drug  as  an  alternative  treat- 
ment for  men  who  fail  to  respond  to  Viagra  I 
and  the  like.  Palatin  lost  $27.8  million  onl 
$14.4  million  in  sales  for  the  year  ended  I 
June  2007.  Shares,  which  climbed  60%  tol 
$4  after  our  story  ran,  have  plunged  to| 
40  cents. 

— Stephane  Fitch 

APRIL  12,  2004 

Egg  for  Sale 

In  2004  we  noted  the  surge  in  prices  paid 
for  Imperial  Easter  eggs  made  by  famed 
19th-century  jeweler  to  the  Russian  court, 
Peter  Carl  Faberge.  Now  Christie's  auction 
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85  YEARS  AGO  IN  FORBES  |  SEPTEMBER  2, 1922 

Broad  Generalizations  May  I  venture  to  say  what  I  really  think  about  East- 
ern women  and  Western  women?  Frankly,  I  think  the  Western  women  are  more 
sensible,  less  freakish,  more  solid,  than  many  of  the  women  we  see  in  New  York  and 
other  large  Eastern  cities.  I  have  noticed  scarcely  any  bobbed  heads.  I  haven't  seen 
half  a  dozen  ridiculously  short  skirts.  The  majority  of  the  women  don't  paint  their 
faces  a  la  chorus  girls.  Shaved  eyebrows — of  these  I  have  noted  a  few,  but  painted 
ones,  not  one. 

30  YEARS  AGO  IN  FORBES  |  APRIL  15, 1977 

Beanbagged  Folger  Co.,  the  nation's  second- 
largest  coffee  roaster,  has  seemed  an  ace  up  Procter  & 
Gamble's  sleeve  ever  since  P&G  acquired  Folger  in  1963.  ' 
Slowly  and  quietly,  P&G  turned  a  regional  coffee  ,  — 

company  into  a  national  contender,  especially  in  regular  *"llnf*P^ 
coffee.  By  1975  Folger  had  21%  of  the  regular  coffee  [  ^IIJOI 

market  compared  with  General  Foods'  35%. 
P&G  is  reportedly  exploring  the  sale  of  various 
businesses,  including  Folgers  coffee. 


25  YEARS  AGO  IN  FORBES  |  JULY  5, 1982 

Drugstore  Story  Working  quietly  behind  the  prescription  counter,  81 -year-old 
Walgreen  Co.  is  making  a  new  name  for  itself.  The  success  formula  centers  on  market 
domination  and  avoidance  of  the  hinterlands.  So  most  new  growth  is  coming  within 
existing  strong  locations  like  Chicago,  Houston  and  San  Francisco.  "We  want  to  be 
either  number  one  or  two  wherever  we  are,"  says  46-year-old  Charles  Walgreen  III, 
the  personable  though  press-shy  chairman  who  succeeded  his  father  in  1977. 
Walgreen's  fourth-quarter  earnings  tumbled  3.8%,  battered  by  an  absence  of  new 
generic  launches. 


house  has  announced  it  will  sell  an  egg 
previously  unknown  to  Faberge  enthusi- 
asts, the  Rothschild  egg,  created  for  one 
Beatrice  Ephrussi,  who  gave  it  as  an 


engagement  present  to  the  fiancee  of  her 
brother,  Baron  Edouard  de  Rothschild. 
The  egg  has  been  in  the  Rothschild  family 
since  1905.  Enameled  in  translucent  pink, 
it  sports  a  clock  with  an  automated  dia- 
mond-encrusted rooster  that  pops  up, 
flaps  his  wings,  shakes  his  head  and  crows 
on  the  hour. 

Faberge  records  show  that  50  eggs 
were  made  for  the  Imperial  family.  An 
unknown  number  were  made  for  sub-tsar 
customers,  including  industrialists  Alex- 
ander Kelkh  and  Emmanuel  Nobel.  Ex- 
perts had  previously  believed  only  12  to 
exist.  Why  the  uncertainty?  Records  for 
these  private  eggs  were  seized  by  the  com- 
munists and  later  lost  or  destroyed.  The 
surprise  emergence  of  the  Rothschild  egg 
makes  a  baker's  dozen.  The  last  private 
egg  of  Imperial  quality  to  come  up  for 
auction  brought  $3  million  in  1989.  When 
the  Rothschild  egg  goes  on  sale  Nov.  28  in 
London,  Christie's  expects  it  to  fetch  at 
least  $12  million.  — Alan  Farnham 
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Business-friendly  tax  environment. 
Location.  Market  access.  Education 
and  infrastructure.  These  are  just 
some  of  the  28  factors  by  which 
Virginia  was  judged  to  be  the  best 
pro-business  state  in  the  nation.  While 
it's  a  major  distinction  for  the  state, 
what  it  really  represents  is  a  huge 
opportunity  for  decision-makers  look- 
ing for  a  site  where  their  business  will 
flourish. 
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Drug  Drought 

All  big  pharma  companies  worry  about  it,  but  Pfizer  has  a  worse  case  than 
most:  a  dearth  of  big  drugs  in  the  pipeline  |  By  Matthew  Herper 


DRUGMAKERS  SPEND  $1  BIL- 
lion  in  research  for  every 
drug  they  get  to  market. 
If  only  Pfizer  were  doing 
that  well. 

Since  1998  Pfizer  has  spent  $55  billion 
on  research  and  development  and  another 
$180  billion  on  acquisitions.  Yet  in  that 
time  only  nine  medicines  from  its  labs  have 
hit  the  market,  and  only  one — the  pain 
drug  Lyrica — has  passed  $1  billion  in 
annual  sales.  At  one  point  Pfizer  had  three 
of  the  world's  ten  top  sellers:  Lipitor  for 
cholesterol,  Norvasc  for  blood  pressure  and 
Zoloft  for  depression.  But  the  latter  two 
have  lost  patent  protection,  and  their  sales 
are  vanishing.  Lipitor  will  go  off-patent  by 
2011.  In  five  years  Pfizer  will  have  to 
replace  $18  billion  in  sales,  40%  of  its  total, 
or  lay  off  a  few  thousand  people. 

"This  is  a  risky  business,  and  we  all 
know  that,"  says  Chief  Executive  Jeffrey 
Kindler,  who's  been  in  the  job  just  over  a 
year.  He  says  the  company  is  being  honest 
with  itself  and  that  its  prospects  are 
improving. 

Pfizer  has  47  experimental  drugs  in 
the  middle  stages  of  testing,  more  than  at 
anytime  in  its  history,  including  some  very 
promising  treatments  for  cancer,  obesity 
and  Alzheimer's.  Its  new  antismoking  pill, 
Chantix,  is  nearing  SI  billion  in  annual 
sales.  The  company  plans  to  push  a  half- 
dozen  drugs  into  late  >t  age  trials  in  each 
of  the  next  three  years  "One  good  year 


Pfizer  Chief  Jeff 
Kindler  has  gotten 
honest  about  risk. 
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isn't  what  we're  about,"  says  new  research 
chief  Martin  Mackay.  "We  need  to  sustain 
a  large  and  growing  business." 

Pfizer's  trail  of  woe,  reflected  in  a  40% 
share  price  decline  since  1998,  is  a  result 
of  an  affliction  known  to  every  problem 
gambler:  the  delusion  that  skill  can  over- 
come chance.  So  desperate  was  it  to 
replace  its  megahits,  like  the  $12  billion 
Lipitor,  that  it  kept  piling  up  its  bets  on 
drug  candidates  without  a  coldhearted 
assessment  of  their  odds. 

Pfizer  spent  the  tenures  of  two  chief 


to  win  approval  for  its  Lipitor  replace- 
ment torcetrapib.  Torcetrapib  caused 
deaths  in  a  big  trial.  It's  a  goner. 

Many  on  Wall  Street  say  Kindbr's  only 
option  is  to  do  what  Pfizer  has  always 
done:  buy  somebody  big,  like  Wyeth  or 
Bristol-Myers  Squibb.  Pfizer  got  to  be  the 
largest  drug  company  because  it  acquired 
Warner-Lambert  in  a  $116  billion  stock 
swap  and  Pharmacia  for  $60  billion  in 
stock.  That's  how  it  got  Lyrica,  a  drug  to 
treat  severe  pain,  and  Lipitor. 

But  the  megamergers  of  the  past  are 


been  entrusted  with  turning  around  th« 
Boston  Market  chain.  When  it  becamJ 
clear  in  July  2006  that  McKinnell's  dayi 
were  numbered,  Kindler  went  to  the 
board  with  plans  to  transform  th« 
company.  Already  he  has  slashed  10,00C 
jobs  and  hired  as  chief  financial  office! 
Frank  D'Amelio,  who  was  at  Lucent  when 
it  cut  75%  of  its  workforce.  Inder  Singh,  a 
Lehman  Brothers  telecom  analyst  who 
once  worked  for  D'Amelio,  says  his  old 
boss  wielded  a  scalpel  with  "tenacity"  and 
"objectivity." 


The  Big  Gamble 

Pfizer  needs  to  replace  billions  in  vanishing  revenue.  These  four  hopefuls  won't  be 
enough.  Here  we  handicap  their  odds  on  becoming  a  blockbuster. 

DRUG  TREATS 

OUR  ODDS 

REASON 

CB-1  antagonist  Obesity 

10:1 

Similar  Sanofi  drug  linked  to  suicidal 
behavior. 

Apixaban                Blood  clots,  strokes 

5:1 

Great  idea,  but  Bristol-Myers  gets  half 
the  profits. 

Anti-CTLA4  antibody  Melanoma 

3:1 

Promising,  being  developed  with  all 
due  speed. 

Axitinib                 Thyroid/pancreatic  cancer 

2:1 

Promising,  not  a  megaseller. 

Sources:  Company  statements;  Forbes. 
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executives  and  billions  of  dollars  on 
Exubera,  the  first  inhaled  insulin. 
Kindler's  predecessor,  Henry  McKinnell, 
called  it  "a  major  medical  breakthrough," 
and  Pfizer  forecast  sales  of  more  than  $1.5 
billion.  The  drug  was  finally  approved  a 
year  ago  but  generated  sales  of  $4  million 
last  quarter.  That's  less  than  McKinnell's 
annual  pension. 

Pfizer  tried  to  buy  its  way  out  of  the 
drought.  Macugen,  for  macular  degen- 
eration, cost  Pfizer  $300  million  to 
license  but  brings  in  no  sales.  Indiplon,  a 
sleeping  pill,  was  licensed  for  $200  mil- 
lion, then  turned  down  by  the  Food  & 
Drug  Administration.  In  2003  Pfizer 
spent  $1.3  billion  acquiring  Esperion 
Therapeutics,  maker  of  a  protein  to 
Roto-Rooter  clogged  arteries,  but  now 
can't  manufacture  enough  to  start  a  new 
clinical  trial.  Vicuron  Pharmaceuticals 
was  swallowed  in  2005,  at  a  cost  of  $1.9  bil- 
lion, for  two  anti-infectives  that  were 
expected  to  hit  the  market  within 
months.  One  isn't  selling,  and  the  other 
has  yet  to  be  approved.  And  then  the 
biggest  disaster  of  them  all:  Pfizer  spent 
$1  billion,  a  record  for  late-stage  trials, 


what  caused  many  of  Pfizer's  problems. 
Gigantism  compels  executives  to  fund 
only  research  products  that  will  become 
big  sellers.  But  it's  no  easier  to  forecast  a 
hit  in  this  business  than  in  Hollywood. 
Lipitor  was  initially  expected  to  be  an 
$800  million  drug,  and  Viagra,  touted  as  a 
megahit,  is  now  only  a  fairly  good  success, 
with  annual  sales  of  $1.7  billion. 

After  its  mergers  Pfizer  lost  scientists 
either  through  voluntary  departures  or,  in 
a  real  head-scratcher,  firings.  Nearly  all  of 
Vicuron's  antibiotic  researchers  were 
shown  the  door  in  just  six  months.  Most 
of  the  60  scientists  who  were  the  whole 
reason  to  buy  Esperion  are  now  gone. 

Pedro  Cuatrecasas,  who  headed  drug 
research  at  Warner-Lambert  when  Lipitor 
was  invented  there,  warns  that  pharma- 
ceutical innovation  is  "in  jeopardy" 
because  of  megamergers.  He  kept  track  of 
what  scientists  were  doing  by  walking 
around  and  talking  to  them.  That's  now 
impossible. 

Kindler  battled  hard  for  the  chance  to 
fix  McKinnell's  mess.  Before  becoming 
Pfizer's  chief  lawyer  in  2002,  he  was  gen- 
eral counsel  at  McDonald's,  where  he'd 
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Source.  Credit  Suisse  First  Boston;  estimates  are 
probability-adjusted. 


When  Pfizer's  then  research  chief  John 
LaMattina  suddenly  announced  his  retire- 
ment in  May,  most  people  expected 
Kindler  to  nab  an  outsider  to  run  the  labs. 
According  to  talk  in  biotech  circles,  Pfizer 
was  courting  Susan  Desmond-Hellmann, 
the  head  of  development  at  Genentech,  but 
was  rebuffed.  Last  week  Kindler  picked 
Martin  Mackay,  who  has  been  at  Pfizer 
since  1995.  "Sometimes  the  best  change 
agents  are  the  people  who  are  inside  but 
not  in  a  leadership  position,"  says  Kindler. 
"He  really  knows  these  people." 

Mackay  admits  the  mergers  were  bad 
for  morale  but  says  his  plans  for  stream- 
lining Pfizer's  research  have  provoked 
hundreds  of  supportive  e-mails  from  col- 
leagues. In  the  past  year  Pfizer  has  closed 
six  labs,  including  the  Michigan  outpost 
where  Lipitor  was  invented.  Mackay  has 
weeded  out  middle  managers  so  more 
scientists  are  doing  science,  and  decision 
makers  interact  directly  with  them.  He  is 
relocating  work  around  an  individual 
disease  category  to  a  single  site  and  giving 
each  autonomy.  "I  should  have  done  it  in 
2001,"  he  says.  The  oncology  researchers 
in  La  Jolla,  Calif,  who  surf  before  work 
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have  a  different  approach  than  the  more 
conservative  types  who  study  heart  dis- 
ease in  Groton,  Conn. 

Kindler  showed  his  penchant  for 
creative  thinking  by  also  hiring  biologist 
Corey  Goodman,  the  founder  of  biotechs 
Exelixis  and  Renovis,  to  start  what  is 
essentially  a  parallel  research  operation  in 
San  Francisco.  The  nucleus  of  that  group 
is  the  70  scientists  acquired  when  Pfizer 
bought  Rinat,  a  biotech  aimed  at  Alz- 
heimer's. Everyone  but  the  chief  scientist 


Warren  Buffett 

Net  worth  $52  bil  |  $4,600 

Paul  Allen 
$16.8  bil  |  $4,600 

Ronald  Perelman 
$10  bil  |  $4,600 

Rupert  Murdoch 
$8.8  bil  |  $2,300 

Eli  Broad 
$7  bil  |  $4,600 


is  staying  on,  and  Goodman  is  looking  to 
bring  in  experts  in  other  diseases. 

'  Pfizer's  best  hope  for  a  rebound  before 
2012  is  its  pipeline  of  14  cancer.drugs, 
which  have  sprung  up  from  two  acquired 
biotechs,  Agouron  and  Sugen.  Charles 
Baum,  who'  heads  cancer  development  at 
Pfizer,  says  his  budget  is  increasing.  The 
already  approved  Sutent  is  a  modest  seller 
($500  million  in  sales)  for  kidney  cancer 
but  could  explode  if  it  turns  out  to  work 
for  breast  or  lung  cancer. 


If  Pfizer  could  license  another  cholesterol 
drug  to  pair  with  Lipitor,  it  might  be  able  I 
to  save  billions  in  Lipitor  sales.  The  most 
likely  candidate  is  made  by  Takeda. 

"Investors  seem  to  be  pricing  Pfizer  like 
it'll  never  invent  another  drug,"  says  Michael 
Krensavage,  an  analyst  at  Raymond  James 
in  New  York. 

Curing  cancer  is  a  big  task  for  a  drug 
giant  just  coming  off  a  decadelong  dry- 
spell.  Right  now  a  few  surprise  hits  would 
be  good  enough.  F 


Where  the  Smart 
Money's  Going 


Warren  Buffett 
$52  bil  |  $4,600 

George  Kaiser 
$11  bil  |  $2,300 

George  Soros 
$8.8  bil  |  $2,100 

David  Geffen 
$6  bil  |  $2,300 


John  Kluge 
$9.5  bil  |  $4,600 

Eli  Broad 
$7  bil  |  $1,000 

Steven  Cohen 
$6.8  bil  |  $4,600 

David  Geffen 
$6  bil  |  $2,300 


Eli  Broad 
$7  bil  |  $2,300 


David  Geffen 
$6  bil  |  $4,600 


What  kind  of  politicians  do  billionaires  like?  Republicans,  but 
only  by  a  slim  margin.  As  of  midyear  84  members  of  The  Forbes 
400  had  given  to  Republicans,  versus  80  to  Democrats.  The 
actual  sums  don't  amount  to  much,  since  a  donor  can  give  only 
$2,300  per  candidate  for  the  primary  and  another  $2,300  for 
the  general  election.  But  a  star  rich  lister  can  bring  in  others,  as 
Oprah  Winfrey  did  when  she  hosted  a 
September  fundraiser  for  Barack  Obama 
at  her  42-acre  estate,  which  attracted 
more  than  1,600  donors. 


The  clear  favorites  of  the  monied  crowd:  John  McCain  with 
46  donors  from  The  400,  Rudolph  Giuliani  with  45  and  Hillary 
Clinton,  also  with  45.  The  famously  feuding  Pritzkers  are  the  most 
politically  divided  rich  list  clan;  family  members  have  given  to 
everyone  from  Obama  to  Republican  Duncan  Hunter.  Excluded 
are  a  few  billionaires  who  gave  to  at  least  one  candidate  from 
each  party.  Shown  here  are  the  contributions,  by  candidate, 
made  by  the  10  richest  patrons  of  each  party.  For  more  details  on 
donors  and  for  updates,  go  to  forbes.com/candidates. 

—Shlomo  Reifman  and  Paul  M.  Murdock 


Jack  Taylor 
$14  bil  |  $2,100 

Donald  Bren 
$13  bil  |  $4,600 

Charles  Ergen 
$10.2  bil  |  $2,300 

Dan  Duncan 
$8.2  bil  |  $2,100 

Stephen  Schwarzman 
$7.8  bi!  |  $4,600 


Carl  Icahn 
$14.5  bil  |  $4,600 

Dan  Duncan 
$8.2  bi!  ;  52,100 

Robert  Rowling 
$6.4  bil 


Stephen  Schwarzman 
$7.8  bil  |  $2,300 

Philip  Anschutz 
$7.6  bil  |  $2,300 

Robert  Rowling 
$6.4  bil  |  $2,300 


Jim  Walton 
$16.3  bil  |  $2,300 


^   V 


Charles  Koch 
$17  bil  |  $2,300 
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SOME  PEOPLE  THINK 
ALL  INSURANCE  IS  THE  SAME. 

They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 
that  not  all  insurance  companies  treat  you  the  same. 

If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  real  insurance. 

So,  insure  with  the  best.  Insure  with  Chubb. 

To  learn  more,  go  to  chubb.com. 

Relax.  You're  insured  with  Chubb.SM 

COMMERCIAL  INSURANCE  •  SPECIALTY  INSURANCE  •  PERSONAL  INSURANCE 

Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued. 
Chubb.  Box  1615,  Warren.  NJ  07061-1615.  ©  2007  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 


CHUBB 


Outfront 

PRIVACY 


Reading  Your  Mind 

Ebay  takes  aim  at  Google's  ad-targeting  ambitions. 
By  Victoria  Murphy  Barret 


Wm  N  JUNE  GOOGLE  CONCOCTED  A 

I  "Freedom  Party"  in  Boston.  It  prom- 
I  ised  free  drinks  and  massages,  and 
I  touted  a  new  online  payment  service 
Hi  aimed  to  compete  with  Ebay  s  PayPal. 
Google  planned  the  shindig  where  it  could 
inflict  maximum  damage,  at  the  steps  of  Ebay 
Live,  the  auctioneers  biggest  customer 
gathering  of  the  year.  The  same  day  Google 
announced  the  party,  Ebay  pulled  its 
advertising  from  Google.  Two  days  later 
Google  canceled  the  event. 

Ebay  ads  went  back  up  on  Google 
within  two  weeks,  but  the  one-upmanship 
continues.  Since  June  Ebay  has  been  rolling 
out  a  program  called  AdChoice,  which  lets 
people  easily  opt  out  of  being  pr  J  by 
Internet  advertisers.  Which,  in 
hadn't  noticed  the  eyeballs  watcl 


every  move  as  you  browse,  is  increasingly  the 
standard  way  to  target  ads.  With  AdChoice, 
you'll  be  able  to  click  buttons  that  will  give 
Ebay  ads  amnesia  about  your  bidding, 
browsing  and  purchasing  history. 

Ebay  is  going  for  the  p.r.  coup.,  and 
maybe  to  stymie  Google  in  its  broader 
aims.  "Ebay  has  less  to  lose  in  this  than 
Google,  that's  for  sure.  We're  not  an  ad 
company,"  says  Ebay  s  top  privacy  lawyer, 
Scott  Shipman.  Then  he  adds:  "We  want 
to  set  the  tone  for  more  transparency." 

The  Senate  held  hearings  in  late 
September  to  assess  the  monopolistic  risks 
of  Google's  plan  to  purchase  online 
banner-ad  giant  DoubleClick  for 
$3.1  billion  (see  p.  34).  Privacy  advocates 
fret  that  Google's  awareness  of  users'  activ- 
ity will  extend  beyond  Google  sites  to  the 


thousands  of  sites  that  run  DoubleClick 
ads.  The  Federal  Trade  Commission  will 
hold  a  two-day  "town  hall"  session  on  the 
privacy  implications  of  behavior-tracking 
systems  in  November.  The  FTC  hasn't 
looked  at  online  profiling  since  1999. 

"Google  would  have  an  unprecedented 
amount  of  information  about  someone," 
says  Ari  Schwartz,  deputy  director  of  the 
Center  for  Democracy  &  Technology.  His 
group  is  asking  the  FTC  for  tighter  privacy 
controls. 

Targeted  ads  run  2  to  50  times  the 
price  per  click  of  randomly  placed  ads. 
That  explains  why  Microsoft  bought 
Aquantive  for  $6  billion  in  May,  Yahoo 
bought  Right  Media  for  $680  million  in 
April  and  Google  wants  DoubleClick. 
This  means  e-mail,  search  and  browsing 
data  can  be  rolled  into  a  single  Orwellian 
profile  of  a  prospective  customer. 

This  might  be  seen  as  creepy — or 
convenient.  One  firm  could  know  that 
you  searched  for  "New  York  hotels," 
bought  a  plane  ticket  to  New  York  and 
e-mailed  a  Manhattan  friend  about  what 
to  do  that  weekend.  Presto:  Next  ad  you 
see  is  for  tickets  to  a  Broadway  show. 

Joshua  James  is  chief  executive  of 
Omniture,  which  sells  behavioral  targeting 
tools  to  help  e-tailers  and  Web  publishers 
increase  traffic  and  sales  for  their  sites.  He 
thinks  Web  targeting  is  in  its  infancy.  "On 
a  scale  of  one  to  ten  we're  at  a  three.  But  we 
may  never  get  beyond  a  five.  Privacy 
concerns  are  the  roadblock,"  says  James. 

DoubleClick  spent  $1.7  billion  in  1999  to 
acquire  Abacus,  a  firm  that  manages 
databases  for  catalog  companies.  It  sought  to 
merge  offline  and  online  consumer  data,  but 
privacy  advocates  cried  foul.  Last  year 
DoubleClick  sold  Abacus  for  $435  million. 

Ebay  s  Shipman  says  AdChoice  could 
forestall  meddlesome  regulations  for 
targeted  advertising.  "We  want  to  show 
that  self- regulation  works.  Should  Google 
follow  our  lead?  That's  their  choice." 

Google  isn't  revealing  much  about 
what  it  may  do  to  increase  privacy.  It  is 
considering  better  notification  and  opt-out 
mechanisms.  "We  can  compete  on  better 
privacy  practices,"  says  Google's  Global 
Privacy  Counsel  Peter  Fleischer.  A  bit 
reluctantly?  F 
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SHARP 


It's  more  than  an  MFR  It's  a  portal  to  effortless  growth. 


The  MX-Series  with  Sharp  OSA™  technology. 

The  MX-Series  is  your  portal  to  a  world  of  information.  Now  you  can  retrieve  documents  from 
your  network  and  search  the  Internet  right  from  the  MFR  thanks  to  the  revolutionary  Sharp 
OSA  technology.  Sharp  OSA  enabled  MFPs  customize  to  the  way  you  work,  so  they  grow 
with  your  business.  No  wonder  Sharp  MFPs  won  BLl's  "Color  Copier  Line  of  the  Year"  and 
"IT-friendly" award  in  2006. The  MX-Series  is  more  than  a  multifunction  product  it's  a  multifunction 
portal.  To  learn  how  Sharp  MFPs  can  improve  your  productivity,  visit  sharpusa.com/documents 

WORK  WITHOUT  LIMITS 


Sharp  Open  Systems  Architecture 


Outfeoiii 

PHILANTHROPY 


A  $5  Million  Carrot 

Cell  mogul  Mohammed  Ibrahim 
offers  a  radical  solution  to  solving 
Africa's  ills  |  By  Helen  Coster 

MOHAMMED  (MO)  IBRAHIM,  61,  IS  A  SUDANESE- BORN  BILLION  - 

aire  who  made  his  fortune  building  Celtel,  a  mobile  phone 
company  that  serves  15  African  countries.  He  sold  it  in  2005  for 

S3. 4  billion  and  is  worth  an  estimated  S2.5  billion  today.  Now 
he  has  a  philanthropic  idea  that  is  as  hovel  as  it  is  potentially 
naive.  On  Oct.  22  his  Mo  Ibrahim  Foundation  will  award  its  first 
$5  million  annual  prize  to  a  former  African  head  of  state  who 
has  shown  exemplary  leadership  in  things  like  political  freedom 
and  promoting  the  rule  of  law.  The  prize,  which  dwarfs  the 
$1,5  million  Nobel  Prize,  will  be  spread  out  over  ten  years,  with 
$200,000  a  year  after  that. 

The  catch:  The  leader  is  eligible  for  the  prize  only  after  he  or 
she  has  left  office  and  has  no  plans  to  return  to  public  service.  The 
idea  is  to  give  African  politicians  an  incentive  to  remain  honest  in 
office — and  to  leave  after  their  terms  are  up.  On  that  continent  prime 
ministers  can't  expect  lucrative  book  deals  or  speaking  tours  after 
leaving  office  and,  faced  with  dismal  opportunities,  often  cling  to 
power.  Ibrahim,  who  lives  in  London,  talked  recendy  to  FORBES. 


Can't  a  corrupt  politician  embezzle  a  lot  more  than  $5  million? 

This  is  too  cynical.  It  assumes  that  all  people  coming  to  office  are 
thieves.  That's  not  true.  It  also  assumes  that  we  are  trying  to  lure  a 
thief  out  of  a  job.  And  that's  not  our  intention.  It's  our  intention  to 
honor  all  the  good  men  and  women  who  serve  with  dignity  and 
leave  with  dignity.  We're  not  in  the  business  of  buying  off  thieves. 

Don't  you  want  the  good  politicians  to  stay  in  office? 

The  road  to  hell  is  paved  with  good  intentions.  What  we  have 
learned  is  that  power  corrupts.  If  people  stay  longer  in  office, 
things  start  to  go  wrong.  You  should  give  people  who  have  fresh 
ideas  the  chance  to  lead. 

How  bad  is  corruption  in  Africa? 

I'm  a  little  bit  puzzled  and  annoyed  when  my  friends  in  the  West 
start  to  lecture  me  about  corruption  in  Africa.  Who  are  the 
partners  in  corruption?  Are  the  Africans  corrupting  each  other? 
I  don't  think  so.  It's  utter  hypocrisy. 

Have  you  ever  been  asked  to  pay  a  bribe? 

Of  course.  I  have  been  asked  a  few  times.  But  when  I  started  Cel- 
tel we  said  we  would  not  pay  bribes,  and  we  did  not  pay  a  single 
dollar.  It  is  possible  to  [i  ,  i  ^iness  in  Africa  without  paying 
bribes,  and  we  have  demon  strated  that. 


Why  isn't  there  more  foreign  development  in  Africa? 

Infrastructure  and  education.  We  also  have  a  problem  presenting 
a  balanced  view  of  Africa.  The  media  by  its  nature  is  a  hostage  of 
time.  Africa  has  its  15  seconds.  And  that  15  seconds  is  Mugabe,  a 
dictator. 

Africa  seems  to  be  the  cause  du  jour  among  many  U.S. 
celebrities  and  politicians. 

What's  wrong  with  that?  Celebrities  are  exploiting  the  media  for 
Africa's  good,  and  that's  wonderful. 

What  should  U.S.  chief  executives  do? 

Think  of  Africa  as  a  normal  place.  There  are  15  times  more 
analysts  covering  Indian  companies  than  covering  African 
companies,  and  11  times  more  analysts  covering  Chinese 
companies  than  African'  companies.  Can  someone  please 
switch  on  the  light  and  enhance  our  knowledge  of  this  place 
a  little  bit? 

How  does  it  feel  to  have  made  your  fortune  in  Africa  while 
witnessing  the  people's  poverty? 

It's  terrible.  I  could  be  one  of  those.  It's  just  a  matter  of  luck.  I 
managed  to  get  education.  I  am  not  better  than  any  of  those 
unfortunate  people.  F 
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POLITICS  VS.  CAPITALISM 


The  Sanctions  Myth 

The  pols  want  to  isolate  Burma  in  order  to 
change  it.  Maybe  there's  a  better  way. 
By  Matthew  Swibel  and  Soyoung  Ho 


WOULD  TOUGHER  ECONOMIC  SANCTIONS  AGAINST  BURMA  WORK? 
Probably  not,  if  history  is  a  guide.  A  study  by  the  Peterson  Institute  for 
International  Economics,  a  Washington,  D.C.  think  tank,  says  unilateral 
efforts  to  choke  off  investment,  trade  and  the  like  succeed  in  maybe  one  in 
five  cases.  Most  attempts  fail  and  end  up  hurting  innocent  people,  rallying 
support  for  dictators  (as  in  Haiti,  Serbia,  Syria  and  Iran)  and  resulting  in 
unintended  consequences,  like  the  oil-for-food  scandal  in  Saddams  Iraq. 
It's  hard  to  recall  a  case  where  sanctions  by  themselves  have  brought  down 
an  evil  regime.  The  chronic  reluctance  of  China  and  Russia  doesn't  help. 

Turning  up  the  heat  on  Burma  (a.k.a.  Myanmar) — targeting  existing  and 
not  just  new  investments — may  slightly  scorch  the  regime,  which  profits  from 
vast  resources  like  natural  gas  reserves.  But  it  would  take  little  for  either  China 
or  India  to  pick  up  the  slack  from,  say,  Chevron.  Chevron  is  a  28%  partner 
with  Frances  Total  in  piping  630  million  cubic  feet  of  natural  gas  annually 
from  an  offshore  field  to  Thailand.  Is  it  any  wonder  why  India's  external  af- 
fairs minister  recently  remarked  that  sanctions  should  be  "the  last  resort"? 

Booting  Chevron  out  of  Burma  would  provide  an  immediate  windfall 
for  the  military  junta.  Little 
known  fact:  If  Chevron  leaves,  it 
has  to  pay  $300  million  to  $500 
million,  depending  on  the  current 
spot  price  of  oil,  in  deferred 
capital  gains  taxes  to  Burma's 
inaptly  named  State  Peace 
&  Development  Council.  (Chev- 
ron hasn't  yet  shared  this  detail  of 
its  contract  with  its  shareholders, 
perhaps  on  the  theory  that  the 
amount  is  small  in  relation  to  its 
$17  billion  net  income.) 


The  recent  crackdown:  What  would  help? 


Some  Burma  watchers  argue  that  a  stronger  corporate  presence  there  can 
help.  Chevrons  funding  of  nonprofit  organizations,  says  Frances  Zwenig  of 
the  U.S.  Asean  Business  Council,  has  helped  reduce  cases  of  malaria,  AIDS 
and  child  mortality  in  Burma.  The  company  has  also  underwritten  new  hos- 
pitals, nursing  staffs  and  screens  to  ward  off  malaria-infested  mosquitoes  and 
floated  small  loans  to  pig  farmers,  construction  firms  and  other  businesses. 

"I  think  Burma  would  regress  still  faster  into  the  Middle  Ages  if  all  the 
foreign  companies  departed,"  says  Gary  Hufbauer  of  the  Peterson  Institute. 
The  key  is  to  offer  "an  alternate  form  of  livelihood  for  people,  aside  from  scratch- 
ing a  living  from  the  government  or  the  black  market,"  adds  Dana  R.  Dillon, 
senior  Asian  studies  analyst  at  the  Heritage  Foundation. 

The  wonks  aren't  alone.  It  was  Nelson  Mandela  who  later  thanked  Anglo- 
Dutch  Shell  and  British  Petroleum  for  staying  on  in  South  Africa  under 
apartheid  and— despite  onerous  sanctions  that  delivered  mixed  results— for 
encouraging  trade  unions  and  training  South  Africans  of  any  color.  F 


Lust  And 
Caution  in  China 

When  Ang  Lees  new  thriller,  Lust,  Caution, 
opened  in  Hong  Kong  in  late  September  to  fat 
box-office  takes,  moviegoers  were  subjected  to 
unprecedented  measures  to  prevent  piracy. 

Bags  were  checked,  and  security  guards 
patrolled  aisles  looking  for  telltale  glows  from 
camcorders  and  cell  phones.  Online  ticket 
buyers  were  warned  that  illegally  recording 
the  movie  could  result  in  jail  time  and  a  fine 
of  $6,400.  The  producers  threw  in  a  reward 
of  $3,800. 

Were  the  Chinese  finally  getting  serious 
about  piracy?  Lust,  Caution  instead  flew  into 
sensitive  Chinese  politics,  where  it  is  stuck,  at 
least  until  its  promised  Nov.  1  mainland  China 
premiere. 

Every  five  years  the  Chinese  Communist 
Party  holds  its  National  Congress,  which  starts 
this  month.  During  that  time  only  patriotic 
movies  are  shown  in  theaters,  according  to 
Bill  Kong,  the  movies  producer.  Lust,  Caution, 
set  during  the  Japanese  occupation  of  China — 
one  of  the  main  characters  collaborates  with  the 
Japanese — didn't  make  the  propaganda  grade, 
so  Chinese  authorities  delayed  its  opening  until 
after  the  big  government  meeting. 

That  leaves  pirates  a  very  profitable 
one-month  window  to  be  sole  distributors  of 
the  expected  blockbuster  in  China.  And  that 
led  to  the  purse  patrol  in  neighboring  Hong 
Kong.  So  far,  no  reports  of  illegal  DVDs. 

— Robyn  Meredith 
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Providing  innovative  solutions 

to  enable  split-second  decisions 
at  185  mph  for  Ferrari. That's 

certainty 


The  formula  one  racing  car  is  the  most  complex  and  advanced  car  in  the  world,  packing  research 
in  aerodynamics,  engine  technology,  brakes,  tires  and  modelling.lt  has  more  in  common  with  a  jet 
plane  than  it  does  with  a  high  performance  car.  Tata  Consultancy  Services  (TCS)  works  with 
Scuderia  Ferrari  before,  during  and  in-between  races  to  help  their  cars  go  even  faster.  As  one  of 
the  world's  fastest  growing  technology  and  business  solutions  providers,  TCS  ensures  that  all 
mechanical  and  electronic  systems  perform  at  their  optimum  under  levels  of  extreme  stress. 
Managing  pressure  and  troubleshooting  in  a  situation  where  every  little  advantage  makes 
a  huge  difference.  And  of  course,  enabling  Ferrari  to  experience  certainty. 

TATA  CONSULTANCY  SERVICES 

Experience  certainty. 

IT  Services  ■  Business  Solutions  ■  Outsourcing 


To  learn  how  your  business  can  experience  certainty,  visit  www.tcs.com 
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JUSTICE 


Prison  Blues 

As  prosecutors  collect  the  scalps  of  white-collar 
defendants,  corporate  executives  have  to  think 
about  what  it's  like  on  the  inside  of  a  prison,  and 
what  might  land  them  there.  Here  is  an  excerpt  from 

a  new  book  about  a  promising  executive  who 
embezzled  $6  million  from  MCI  and  paid  the  price. 


THE  TURN-OF-THE-CENTURY 
bubble  and  bust  set  off  a  wave  of 
business  scandals,  followed  by 
cries  for  a  crackdown  on  crime 
in  the  executive  suite.  Prosecutors 
stepped  up  to  the  task.  Since  2002,  when  the 
Sarbanes-Oxley  Act  passed,  the  number  of 
FBI  corporate  fraud  cases  pending  has  risen 
70%  to  490. 

Among  those  recently  joining  the 
prison  lineup,  or  soon  to  do  so:  oil  baron 
Oscar  Wyatt,  former  Computer  Associates 
chairman  Sanjay  Kumar,  former  Qwest 
chief  executive  Joseph  Xacchio,  former 
Brocade  chief  executive  Gregory  Reyes 
and  former  Comverse  general  counsel 
William  Sorin. 

What  is  it  that  compels  formerly 
upstanding  executives  to  step  over  the 
line?  Stolen  Without  a  Gun,  co-written  by 
Walter  Pavlo  Jr.  and  FORBES  Senior  Editor 
Neil  Weinberg,  delves  into  the  question 
by  telling  the  story  of  Pavlo,  a  fast-tracker 
who  pleaded  guilty  to  siphoning  off 
S6  million  as  a  debt  collector  for  MCI 
Communications.  Pavlo  and  a  couple  of 
cronies  cooked  up  a  scheme  in  which 
they  persuaded  troubled  clients  to  pay  a 
bogus  financing  firm  in  the  Cayman 
Islands  to  cover  their  MCI  debts  while 
Pavlo  secretly  erased  them  from  his 
employer's  books. 

In  an  all-too-familiar  pattern,  this  is 
the  story  of  executives  losing  their  moral 
bearings  since  everyone  around  them  is 
playing  it  fast  and  loose,  too.  It  tells  of  the 
self-serving  rationalizations  they  use  to 
launch  themselves  down  the  slippery 
slope,  plus  the  personal  consequences  and 
punishments  that  await  them.  An  excerpt 
adapted  from  the  book; 


Pavlo  had  butterflies  in  his  stomach 
as  he  drove  the  short  distance 
to  the  singles  bar.  At  33,  he  was  a 
senior  manager  and  by  most  measures 
a  great  success.  But  he  felt  entirely  at  the 
mercy  of  higher-ups  who  were  sacrificing 
everything  to  the  god  ot  quarterly  earn- 
ings. They  had  put  Pavlo  in  a  no-win 
position. 

His  department  had  upward  of 
S100  million  in  bad  debt.  It  was  high 
time  for  MCI  to  fess  up  and  take  a  write- 


Debt  collector 
Walter  Pavlo  Jr.  in 
federal  prison  in 
Edgefield,  SC. 
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Qutfroni 


down.  Without  actually  saying  as  much, 
Pavlo's  bosses  had  made  it  clear  that 
they  didn't  want  to  do  write-downs.  So, 
he  could  cook  the  books,  or  he  could 
quit.  But  he  didn't  have  another  job  to 
go  to.  So  instead  he  would  stick  around 
and  make  the  numbers  work  for  MCI— 
and  for  himself. 

He  spotted  Sean  Hennessy  [a  pseudo- 
nym], a  burly  redhead  from  MCI,  and 
motioned  him  away  from  the  crowd  to  a 
booth. 

"I'm  working  on  a  deal  that  could  have 
a  significant  financial  upside  for  MCI  . . . 
and  its  participants,"  Pavlo  said. 

"To  hell  with  MCI,"  Hennessy  shot 
back.  "What's  in  it  for  the  participants?" 

"I  knew  you  were  a  real  company 
man,"  Pavlo  said,  laughing.  "Could  be 
many  thousands  for  each  of  us." 

"Yeah?  And  the  catch  is?" 

"It's  risky,"  Pavlo  said.  "This  is  not  an 
official  MCI  program.  There's  a  chance 
that,  while  in  my  estimation  it  would  not 
burden  MCI  with  additional  financial  lia- 
bilities, it  could  be  construed  otherwise 
and  expose  us  to  sanctions." 

"I  don't  have  a  clue  what  you're  talking 
about,"  Hennessy  said.  "How  'bout  you 
give  it  to  me  straight?" 

Pavlo  was  wary.  "You  know  TNI  [a 
telecom  reseller]?" 

"Bob  Hilby's  outfit?" 

"Yeah.  I  told  Hilby  [current  where- 
abouts unknown]  today  that  if  he  doesn't 
cough  up  a  million  bucks  by  next  week, 
and  a  hundred  grand  a  week  after  that, 
MCl's  gonna  disconnect  him.  An  associate 
of  mine  has  offered  to  take  care  of  his  MCI 
debt  if  Hilby  will  make  regular  payments 
to  him." 

"So  what's  the  upside?"  Hennessy 
asked.  "Your  associate's  still  on  the  hook  to 
MCI." 

"Not  if  you  make  TNl's  debt  sort  of, 
you  know,  go  away.  I  mean,  we  both  know 
Hilby's  gonna  stiff  us  anyhow,  so  MCI 
wouldn't  be  out  anything  more  than  it  was 
to  begin  with." 

"It  wouldn't  be  hard.  That's  for  sure. 
How  much  we  talking?" 

"Two  million." 

Hennessy  chugged  a  long  draft  from 
his  beer,  licked  his  lips  ,->nd  flashed  Pavlo 
an  ear-to-ear  grin. 


On  a  Sunday  morning  in  January 
2001,  before  Pavlo  was  scheduled 
to  report  to  prison,  he  and  his  wife, 
Rhoda,  agreed  he'd  have  a  chat  with  the 
boys.  They  had  decided  to  take  the  advice 
of  their  family  priest  and  tell  Bubby,  then 
10,  and  Howie,  9,  only  that  Pavlo  had  to  go 
away  to  "work  for  the  government." 

They  were  hoping  Pavlo  would  be 
assigned  to  a  low-security  prison  camp,  but 
since  neither  had  ever  seen  one  they  had 
no  idea  whether  they'd  be  able  to  pass  it  off 
as  a  remote  government  facility.  At  that 
point  almost  anything  seemed  worth  a  try 
if  it  would  relieve  the  boys  of  the  shame,  if 
not  the  sorrow,  of  losing  their  father  for  a 
few  years. 

"I've  got  to  tell  you  guys  something,"  Pavlo 
started.  The  boys  snapped  to  attention. 
"Is  something  wrong?"  Bubby  asked. 
"Not  really.  It's  just  that  Daddy's  going 
to  be  away  for  a  while." 

"Where  to?"  Howie  asked. 
"To  work  for  the  government."  It  wasn't 
a  total  lie.  Prisoners  in  Jesup,  Georgia,  where 
Pavlo  hoped  to  serve  his  time,  cut  fire  lines 
for  the  U.S.  Forest  Service  and  grass  at  Fort 
Stewart  in  Savannah.  "I'll  be  fine,  but  I'm 
gonna  be  gone  a  pretty  long  time." 
"How  long?" 

"Maybe  a  couple  of  years.  Mom  will 
bring  you  guys  to  visit."  The  boys  were  silent. 
They  looked  at  each  other  for  guidance. 

"Why?"  Bubby  asked. 

"It's  something  I  have  to  do.  The  impor- 
tant thing  is  I  need  you  guys  to  take  care  of 
Mommy.  Can  you  do  that  for  me?" 

Howie  began  to  cry.  Pavlo  gathered 
him  into  his  arms.  Bubby  looked  off  into 
the  distance. 

"It'll  be  all  right.  You  have  to  trust  me." 
He  struggled  not  to  cry. 

"I  don't  get  it,"  Bubby  said  through  tears. 

"You'll  understand  in  time.  We'll  be  all 
right.  Okay?" 


A week  after  he  arrived  at  the  federal 
prison  in  Tallahassee,  Pavlo  was 
awakened  by  a  guard  around  2  a.m. 
He  was  moved  to  the  processing  area, 
stripped,  ordered  to  lean  his  hands  against 
the  wall  and  spread  his  legs  for  a  body  search. 
Then  he  was  told  to  put  on  an  orange  jump- 
suit, shackled  and  left  standing  around  for 


seven  hours  before  loading  onto  a  bus. 

He  tried  to  limit  his  motions,  but  t 
bumping  of  the  bus  and  the  need  to  ke 
blood  circulating  caused  his  restraints 
slowly  ratchet  tighter.  By  the  time  th 
arrived  in  Atlanta  ten  hours  later,  his  wri 
were  bruised  and  his  ankles  swollen. 

"Dis  da  prison?"  a  young  inmate  aske 
"My  momma  toll  me  it  da  capitol."  A  ner 
ous  laugh  rose  from  the  prisoners. 

Built  in  1900,  the  Big  A,  as  the  maj 
mum-security  U.  S.  Penitentiary  in  Adan 
was  known,  looked  every  inch  the  hell-hc 
it  was  reputed  to  be.  The  bus  turned  into 
cavernous  underground  garage,  and  tt 
guards  ordered  the  men  into  rows  five  aero 
and  eight  deep.  They  were  marched  into 
massive  freight  elevator. 

Pavlo's  hands  trembled.  He  clasped  the 
and  silendy  recited  as  much  of  the  Lore 
Prayer  as  he  could  remember  from  Cathol 
school.  Tears  ran  down  his  cheeks.  He  trie 
to  dry  them  on  his  shoulders  since  his  hanc 
were  chained  to  his  waist.  When  Pavlo  got 
the  processing  unit  a  guard  unshackled  hin 
Blood  trickled  back  into  his  hands  and  fee 
He  was  led  to  a  cubicle  where  a  young  womai 
in  a  Bureau  of  Prisons  uniform  waited. 

"Cooperating  with  the  government? 

The  question  caught  him  off  guard.  H 
was  cooperating  with  the  government.  Bu 
wouldn't  the  government  know  that?  "Wh 
do  you  ask?" 

"Fo'  yo'  safety'  the  guard  said  as  if  he  hao 
insulted  her  intelligence.  "Guys  'roun  heal 
don't  look  kindly  on  snitches.  If  you  is  one 
we  pu'ehu  behind  the  glass.  Separate  ftw 
the  othas." 

As  a  cooperating  witness,  he  was  a  snitcr 
by  prison  standards,  but  in  his  own  eyes  he 
was  just  a  guy  doing  what  he  had  to  do  tc 
get  back  to  his  family.  He'd  take  his  chances 
in  the  general  population.  "No  cooperation 
here,"  he  said. 

"Next!"  F 
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down.  Without  actually  saying  as  much, 
Pavlo's  bosses  had  made  it  clear  that 
they  didn't  want  to  do  write-downs.  So, 
he  could  cook  the  books,  or  he  could 
quit.  But  he  didn't  have  another  job  to 
go  to.  So  instead  he  would  stick  around 
and  make  the  numbers  work  for  MCI — 
and  for  himself. 

He  spotted  Sean  Hennessy  [a  pseudo- 
nym], a  burly  redhead  from  MCI,  and 
motioned  him  away  from  the  crowd  to  a 
booth. 

"I'm  working  on  a  deal  that  could  have 
a  significant  financial  upside  for  MCI  . . . 
and  its  participants,"  Pavlo  said. 

"To  hell  with  MCI,"  Hennessy  shot 
back.  "What's  in  it  for  the  participants?" 

"I  knew  you  were  a  real  company 
man,"  Pavlo  said,  laughing.  "Could  be 
many  thousands  for  each  of  us." 

"Yeah?  And  the  catch  is?" 

"It's  risky,"  Pavlo  said.  "This  is  not  an 
official  MCI  program.  There's  a  chance 
that,  while  in  my  estimation  it  would  not 
burden  MCI  with  additional  financial  lia- 
bilities, it  could  be  construed  otherwise 
and  expose  us  to  sanctions." 

"I  don't  have  a  clue  what  you're  talking 
about,"  Hennessy  said.  "How  'bout  you 
give  it  to  me  straight?" 

Pavlo  was  wary.  "You  know  TNI  [a 
telecom  reseller]?" 

"Bob  Hilby's  outfit?" 

"Yeah.  I  told  Hilby  [current  where- 
abouts unknown]  today  that  if  he  doesn't 
cough  up  a  million  bucks  by  next  week, 
and  a  hundred  grand  a  week  after  that, 
MCl's  gonna  disconnect  him.  An  associate 
of  mine  has  offered  to  take  care  of  his  MCI 
debt  if  Hilby  will  make  regular  payments 
to  him." 

"So  what's  the  upside?"  Hennessy 
asked.  "Your  associate's  still  on  the  hook  to 
MCI." 

"Not  if  you  make  TNl's  debt  sort  of, 
you  know,  go  away.  I  mean,  we  both  know 
Hilby's  gonna  stiff  us  anyhow,  so  MCI 
wouldn't  be  out  anything  more  than  it  was 
to  begin  with." 

"It  wouldn't  be  hard.  That's  for  sure. 
How  much  we  talking?" 

"Two  million." 

Hennessy  chugged  a  long  draft  from 
his  beer,  licked  his  lips  and  flashed  Pavlo 
an  ear-to-ear  grin. 


On  a  Sunday  morning  in  January 
200 1 ,  before  Pavlo  was  scheduled 
to  report  to  prison,  he  and  his  wife, 
Rhoda,  agreed  he'd  have  a  chat  with  the 
boys.  They  had  decided  to  take  the  advice 
of  their  family  priest  and  tell  Bubby,  then 
10,  and  Howie,  9,  only  that  Pavlo  had  to  go 
away  to  "work  for  the  government." 

They  were  hoping  Pavlo  would  be 
assigned  to  a  low-security  prison  camp,  but 
since  neither  had  ever  seen  one  they  had 
no  idea  whether  they'd  be  able  to  pass  it  off 
as  a  remote  government  facility.  At  that 
point  almost  anything  seemed  worth  a  try 
if  it  would  relieve  the  boys  of  the  shame,  if 
not  the  sorrow,  of  losing  their  father  for  a 
few  years. 

"I've  got  to  tell  you  guys  something,"  Pavlo 
started.  The  boys  snapped  to  attention. 
"Is  something  wrong?"  Bubby  asked. 
"Not  really.  It's  just  that  Daddy's  going 
to  be  away  for  a  while." 

"Where  to?"  Howie  asked. 
"To  work  for  the  government."  It  wasn't 
a  total  lie.  Prisoners  in  Jesup,  Georgia,  where 
Pavlo  hoped  to  serve  his  time,  cut  fire  lines 
for  the  U.S.  Forest  Service  and  grass  at  Fort 
Stewart  in  Savannah.  "I'll  be  fine,  but  I'm 
gonna  be  gone  a  pretty  long  time." 
"How  long?" 

"Maybe  a  couple  of  years.  Mom  will 
bring  you  guys  to  visit."  The  boys  were  silent. 
They  looked  at  each  other  for  guidance. 

"Why?"  Bubby  asked. 

"Its  something  I  have  to  do.  The  impor- 
tant thing  is  I  need  you  guys  to  take  care  of 
Mommy.  Can  you  do  that  for  me?" 

Howie  began  to  cry.  Pavlo  gathered 
him  into  his  arms.  Bubby  looked  off  into 
the  distance. 

"It'll  be  all  right.  You  have  to  trust  me." 
He  struggled  not  to  cry. 

"I  don't  get  it,"  Bubby  said  through  tears. 

"You'll  understand  in  time.  We'll  be  all 
right.  Okay?" 


A week  after  he  arrived  at  the  federal 
prison  in  Tallahassee,  Pavlo  was 
awakened  by  a  guard  around  2  a.m. 
He  was  moved  to  the  processing  area, 
stripped,  ordered  to  lean  his  hands  against 
the  wall  and  spread  his  legs  for  a  body  search. 
Then  he  was  told  to  put  on  an  orange  jump- 
suit, shackled  and  left  standing  around  for 


seven  hours  before  loading  onto  a  bus. 

He  tried  to  limit  his  motions,  but  the 
bumping  of  the  bus  and  the  need  to  keep 
blood  circulating  caused  his  restraints  to 
slowly  ratchet  tighter.  By  the  time  they 
arrived  in  Atlanta  ten  hours  later,  his  wrists 
were  bruised  and  his  ankles  swollen. 

"Dis  da  prison?"  a  young  inmate  asked. 
"My  momma  toll  me  it  da  capitol."  A  nerv- 
ous laugh  rose  from  the  prisoners. 

Built  in  1900,  the  Big  A,  as  the  maxi- 
mum-security U.  S.  Penitentiary  in  Atlanta 
was  known,  looked  every  inch  the  hell-hole 
it  was  reputed  to  be.  The  bus  turned  into  a 
cavernous  underground  garage,  and  the 
guards  ordered  the  men  into  rows  five  across 
and  eight  deep.  They  were  marched  into  a 
massive  freight  elevator. 

Pavlo's  hands  trembled.  He  clasped  them 
and  silently  recited  as  much  of  the  Lord's 
Prayer  as  he  could  remember  from  Catholic 
school.  Tears  ran  down  his  cheeks.  He  tried 
to  dry  them  on  his  shoulders  since  his  hands 
were  chained  to  his  waist.  When  Pavlo  got  to 
the  processing  unit  a  guard  unshackled  him. 
Blood  trickled  back  into  his  hands  and  feet. 
He  was  led  to  a  cubicle  where  a  young  woman 
in  a  Bureau  of  Prisons  uniform  waited 

"Cooperating  with  the  government?" 

The  question  caught  him  off  guard.  He 
was  cooperating  with  the  government.  But 
wouldn't  the  government  know  that?  "Why 
do  you  ask?" 

"Fo'  yo'  safety'  the  guard  said  as  if  he  had 
insulted  her  intelligence.  "Guys  Youn  heah 
don't  look  kindly  on  snitches.  If  you  is  one, 
we  pu'chu  behind  the  glass.  Separate  from 
the  othas." 

As  a  cooperating  witness,  he  was  a  snitch 
by  prison  standards,  but  in  his  own  eyes  he 
was  just  a  guy  doing  what  he  had  to  do  to 
get  back  to  his  family.  He'd  take  his  chances 
in  the  general  population.  "No  cooperation 
here,"  he  said. 

"Next!"  F 
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Accounting  Fraud — 
The  Collapse  of 
MCI  WorldCom. 
Published  by  Etika 
Books. 
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Transamerica  companies  offer  insurance,  investment,  and 
retirement  strategies  to  help  make  your  dreams  a  reality. 


an  AEGON  company 

INSURANCE        •       INVESTMENTS       •  RETIREMENT 

Insurance  products  underwritten  by  Transamerica  Occidental  Life  Insurance  Company,  Cedar  Rapids,  IA  52499,  and  affiliates.  In  New  York,  products  underwritten  by  Transamerica  Financial  Life  Insurarsre  Company. 
Purchase,  NY  10577.  Products  may  not  be  available  in  all  jurisdictions.  Masters  is  a  registered  trademark  of  Augusta  National,  Inc. 


Transamerica 

The  Power  of  the  Pyramid 
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SOFTWARE  W 


Web 
Warrior 


Firefox  firebrand  Mitchell  Baker 


says  orowsers  are  too 
important  to  be  left  to 
companies  to  build. 

By  Quentin  Hardy 


w 


INIFRED  MITCHELL  BAKER  HAS  ALL  THE  SCARS  OF  THE  NETSCAPE-MICROSOFT  BROWSER  WAR  OF  THE  LATE  1990s. 
Once  a  lawyer  for  Netscape,  the  Web  pioneer  killed  by  Microsoft's  Internet  Explorer,  Baker  still  contends  that 
Microsoft  exhibited  "illegal,  monopolistic  behavior."  But  is  she  angry?  She  slaps  a  conference  room  table.  "I  don't 
want  to  wake  up  every  day  pissed  offT  she  says  sharply  "These  are  the  early  days  of  the  Internet.  I  want  to  see  what 
it  can  do."  Baker,  50,  is  chief  executive  of  Mozilla  Corp.,  maker  of  the  Firefox  browser,  the  Internet  gateway  used  by 
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IN  NOV 

THAT  h 
SMELL 
GET  Af 


EDS  is  helping  GM 
streamline  product 
development  and  integrate 
purchasing  and  supply 
chain  activities  so  new 
models  like  the  Saturn 
AURA  can  be  delivered  to 
market  faster  than  ever 
before.  Find  out  more  at 
areyoureadyfornow.com 


/  /  /  ARE  YOU  READY  FOR  NOW? 


EXPERTISE.  ANSWERS.  RESULTS. 


With  a  color  printer  from  CDW,  you'll  get  rave  reviews 


$39999 


HP  Color  LaserJet®  2600n  Printer  

•  Network-ready,  workgroup  color  laser  printer 

•  Print  speed:  up  to  8  ppm  black  and  color 

•  Print  resolution:  600  x  600  dpi  with  HP  ImageREt  2400 

•  Duty  cycle:  35,000  pages  per  month 

•  USB  2.0  and  Ethernet  ports 


$89999 

CDW  1153029 


invent 


HP  Color  LaserJet®  CP3505n  Printer 

•  Network-ready,  color  laser  printer 

•  Print  speed:  up  to  22  ppm  black  and  color 

•  Print  resolution:  600  x  600  dpi  with  HP  ImageREt  3600 

•  Duty  cycle:  65,000  pages  per  month 

•  USB  2.0  and  Ethernet  ports 


With  color  access  control' 


'  HP  color  access  control  helps  you  manage  color  printirtgjUsagfc;  with  it.  you  can  enable  or  disable  color  printing  by  individual  users  or  groups,  or  you  can  disable  it  entirely.  '$100  instant  savings  reflected  in  advertised  price;  offer  valid 
through  10/31/07  or  while  supplies  last;  call  your  CDW  account  manager  for  details.  Offer  subject  to  CDWs  standard  terms  and  conditions  of  sale,  available  at  CDW.com.  ©2007  CDW  Corporation 


Xerox®  Phaser®  8560N 

•  Network-ready,  solid  ink  color  printer 

•  Print  speed:  up  to  30  ppm  black  and  color 

•  Print  resolution:  2400  FinePoint™ 

•  Duty  cycle:  85,000  pages  per  month 

•  Optional  duplexing 

•  USB  2.0  and  Ethernet  ports 


XEROX  $799 


PRINTER 

CDW 1127943 


■100 


SAVINGS' 


f699 


S100  INSTANT  SAVINGS1 


XEROX 


Xerox®  Phaser®  6180N  

•  Network-ready,  color  laser  printer 

•  Print  speed:  up  to  26  ppm  black,  20  ppm  color 

•  PANTONE®  Color  approved 

•  Adobe®  PostScript®  3 

•  Optional  duplexing 

•  Parallel,  USB  2.0  and  Ethernet  ports 


Lexmark™  C532n 


•  Network-ready,  color  laser  printer 

•  Print  speed:  up  to  24  ppm  black,  22  ppm  color 

•  Print  resolution:  1200  x  1200  dpi,  4800  Color  Quality 

•  Duty  cycle:  75,000  pages  per  month 

•  USB  and  Ethernet  ports 


LEXMARK 


Always  Working!" 


$49999 

CDW  1073842 


$39999     LEXMARK         Lexmark™  C780n 


CDW  1213128 


Network-ready,  color  laser  printer 

Print  speed:  up  to  35  ppm  black,  31  ppm  color 

Print  resolution:  1200  x  1200  dpi,  4800  Color  Quality 

Duty  cycle:  120,000  pages  per  month 

USB  and  Ethernet  ports 


We're  there  with  the  printing  solutions  you  need. 

These  days,  color  printing  is  a  necessity.  That's  because  color  documents  not  only 
look  more  professional,  they're  also  better  at  getting  noticed.  At  CDW,  we're 
there  when  you  want  to  grasp  your  customers'  attention  with  a  wide  selection  of 
affordable  color  printers.  We'll  help  you  find  one  that  fits  your  printing  needs  and 
your  budget,  and  then  we'll  deliver  it  to  you  fast.  So  call  now,  a  world  of  color  is 
just  a  call  away. 


CDW.com 


800.399.4CDW        The  Right  Technology.  Right  Away.' 
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Technology 


120  million  people  in  50  languages.  Its 
13%  share  of  world  browser  usage  is  star- 
tlingly  high  considering  that  to  run  Fire- 
fox  you  have  to  find  the  Firefox  Web  site 
and  download  the  software  yourself. 
Microsoft's  Internet  Explorer,  or  IE,  has  an 
85%  global  share  and  comes  loaded  on 
every  PC  with  Microsoft's  Windows  oper- 
ating system.  Apple's  Safari  browser  has  a 
2%  share. 

Baker  sees  Mozilla  as  a  democratizing 
check  against  the  predations  of  some  of 
the  biggest  names  on  the  Internet.  "We 
want  to  keep  the  Internet  open  and  trans- 
parent, with  users  controlling  the  experi- 
ence," she  says.  "There  is  no  doubt  that 
Microsoft  and  Google  will  build  great 
things,  but  they  will  do  it  for  their  share- 
holders." (Not  that  Google's  shareholders 
are  complaining  or  anything.) 

Firefox  has  50  in-house  developers, 
but,  in  open-source  tradition,  1,000  vol- 
unteers worldwide  regularly  contribute 
code.  The  result  is  what  its  users  will  tell 
you  is  a  superior  piece  of  engineering  to 


China  is  like  that  now,  and  it  is  because 
they  are  99%  IE." 

Baker  and  her  volunteer  army  are 
readying  Firefox  3  for  release  early  next 
year.  It  promises  to  be  more  secure,  and 
there  will  be  a  version  of  Firefox  for  mo- 
bile phones'.  Her  goal  is  a  20%  to  30%  global 
share.  Volunteers  have  installed  80,000 
"download  Firefox  now"  buttons  on  Web 
sites.  Earlier  this  year  Mozilla  hired  away 
Li  Gong,  MSN's  highest- ranking  executive 
in  China,  to  increase  adoption  of  the  Fire- 
fox browser  in  China,  where  it  now  has  a 
meager  1%  share. 

Browsers  themselves  are  not  big 
moneymakers.  Mozilla  Corp.  grosses  an 
estimated  $60  million  a  year  from  deals  to 
put  Google  and  Yahoo  search  boxes  in 
Firefox's  default  page.  Net  income  is  kicked 
back  as  a  royalty  to  Mozilla  Corp.'s  sole 
shareholder,  the  not-for-profit  Mozilla 
Foundation,  which  Baker  also  runs. 

But  there  is  an  increasing  opportunity 
to  cash  in  on  top  of  browser  software, 
which  has  become  the  lever  that  controls 


code  include  Songbird,  an  open-sourcel 
version  of  Apple's  iTunes,  and  Joost,  a| 
high-quality  Web  video  channel. 

Firefox's  relationship  with  Google  may] 
see  some  stress  over  the  next  year  or  so  as) 
the  search  giant  debuts  its  own  browser, 
which  will  likely  also  be  open  to  tinkering) 
by  amateurs.  The  ad  blocker  feature  in 
Firefox  almost  certainly  will  not  be  in  the 
Google  product,  however. 

"Our  interest  to  have  people  move) 
around  the  Internet  without  IE  is  perfectly 
aligned  with  Google's,"  says  Baker.  "We  are 
not  aligned  in  providing  value  to  Google 
shareholders."  In  August  2005  Google 
tried  to  persuade  Mitchell  Baker  to  make 
Google  the  exclusive  search  service  on  the 
Firefox  start  page,  pushing  out  Yahoo. 
Baker  said  no.  (Microsoft  has  talked  about 
having  its  search  on  Firefox,  but  Baker 
says  the  results  are  suspect — a  search  for 
"Firefox"  on  Microsoft's  Live.com  had,  foul 
a  time,  a  page  for  Microsoft  developers  asj 
its  first  choice.) 

Mitchell  Baker,  whose  after-hours! 


ll 


I  take  what  Mozilla  says  about  us  very  personally. 


Microsoft  IE.  Firefox  was  first  to  popular- 
ize tabbed  browsing  and  first  to  integrate 
pop-up  blocking,  spell  checking  and 
antiphishing  into  the  browser.  It  has  a 
nifty  word  finder  that  doesn't  require 
opening  up  a  separate  dialog  box  as  in  IE. 
Some  3,000  software  extensions  have  been 
written  to  make  it  more  versatile.  Micro- 
soft keeps  the  guts  of  IE  very  close  to  the 
vest.  As  a  result  it  has  only  700  add-ons 
listed  at  the  Microsoft  Marketplace  down- 
load page. 

But  throwing  out  the  work  to  the 
crowd  has  made  Firefox  hardier  fighting 
hackers,  too.  In  Symantec's  last  three  bian- 
nual reports  of  Internet  security  threats, 
the  number  of  vulnerabilities  in  Firefox 
fell  from  47  to  40  to  34.  IE  reported  38,  54 
and  39.  In  the  second  half  of  2006  Firefox 
had  only  a  two-day  window  of  exposure, 
on  average,  to  malicious  hacker  exploits, 
the  lowest  of  any  browser.  (Apple's  Safari 
has  had  the  lowest  so  far  this  year.)  When 
IE  had  the  field  nearly  to  itself,  says  Baker, 
"you  got  all  the  pop-ups,  the  malware,  the 
spyware — it  bordered  on  the  abusive. 


much  of  what  you  see  of  the  Web  and  how 
you  see  it.  Browsers  must  communicate 
with  all  the  audio  and  video  applications 
on  the  kinetic  Web  and  work  with  Web 
services  that  sites  such  as  Amazon  or  Ebay 
have  created  to  allow  you  to  shop  with 
them  without  having  to  visit. 

"The  browser  is  a  curious  and  vital 
part  of  Internet  computing.  There  is  a 
market,  but  there  is  no  money,"  says  Dean 
Hachamovitch,  general  manager  of 
Microsoft  Internet  Explorer.  There  is 
pride,  though.  "I  take  what  Mozilla  says 
about  us  very  personally,"  he  says,  and 
stresses  that  IE  is  tightening  security  on 
its  own. 

But  there  seems  to  be  more  entrepre- 
neurial innovation  over  at  Firefox. 
Stumbleupon  was  originally  written  as  a 
Firefox  extension,  a  toolbar  you  could  put 
in  your  browser  to  help  you  find  and  share 
Web  sites.  Stumbleupon  was  recently  sold 
to  Ebay  for  $75  million.  A  tool  for  book- 
marking  pages  called  del.ici.ous  went  to 
Yahoo  for  some  $15  million.  Other  big 
applications  built  on  Firefox's  underlying 


pursuits  include  conversational  Mandarin 
and  amateur  trapeze  flying,  sticks  out 
more  than  a  little  in  the  overwhelming!)) 
male  geek  church  of  open-source  soft 
ware.  She  joined  Netscape's  legal  staff  in 
1994,  soon  after  the  browser  pioneer  wai 
created.  She  lasted  through  the  company's 
downturn,  precipitated  by  Microsoft^ 
bundling  of  IE  with  Windows,  a  move  th< 
Justice  Department  determined  was  ille 
gal.  But  the  trustbusters  couldn't  resurrecl 
Netscape. 

After  being  laid  off  by  AOL,  which 
bought  Netscape,  Baker  was  at  first  a  vol 
unteer  executive  at  Mozilla,  an  effort 
among  Netscape  employees  to  develop  a 
free  suite  of  browser,  e-mail  and  news-) 
reader  software.  The  first  Firefox  browse 
emerged  in  November  2004;  Mozilli 
Corp.  was  set  up  in  2005  as  a  conduit  foi 
the  Google  revenue  and  to  employ  a  staf 
of  engineers.  "We're  like  a  nongovernment 
tal  organization,  with  a  revenue  stream,' 
says  Baker.  And  evidently  more  effectiv« 
than  a  bunch  of  government  antitrusj 
attorneys. 
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Polycom  Telepresence: 

EXPERIENCE    THE     REAL  THING 


The  world  leader  in  collaborative  communications 
is  the  real  presence  in  Telepresence. 


Telepresence  is  a  key 
solution  for  communication. 
Polycom  RealPresence™ 
Experience  delivers  an 
unprecedented  immersive 
Telepresence  environment. 


We  deliver  HD  solutions 
from  Telepresence  to 
meeting  rooms  to 
desktops  -  and  they  all 
work  together. 


Take  your  organization  to  the 
next  level  of  communication 
and  realize  the  positive 
benefit  to  your  top  and 
bottom  line. 


Let  Polycom  show  your  organization  how  to  improve  your  productivity  and  competitive  edge. 

Contact  us  to  schedule  a  briefing  at  www.polycom.com/rpx/forbes 


^POLYCOM 


brams.  riMwr. 
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THE  INTERNET 


Widget  Work 

Those  frivolous,  snack-size  Web  applications 
are  starting  to  make  real  money  |  By  Erika  Brown 


I  F  YOUR  BANK  WON'T  LEND  YOU 
I  money,  you  can  borrow  from  your 
I  friends  on  Facebook.  A  company 
I  called  Lending  Club  has  created  a 
I  widget  (little  Web  application)  that 
shuttles  cash  around  the  social  network. 
Interest  rates  on  these  unsecured  loans 
between  buddies  range  from  7.12%  to 
17.86%.  The  Club  takes  a  fee  from  each  side. 

Renaud  Laplanche,  Lending  Club's 
chief  executive,  says  the  typical  loan  is 
$5,000  and  that  in  the  three  months  the 
service  has  been  on 
Facebook,  Lending 
Club  has  facilitated 
$1  million  in  loans. 
He  claims  the  default 
rate  is  less  than  1%, 
but  three  months 
into  what  could  be  a 
playground  for  dead- 
beats  and  scamsters 
it's  perhaps  a  little  too  soon  to  know.  In 
any  event  Laplanche  has  grand  ambi- 
tions— $1  billion  in  loan  volume  within 
three  years — and  has  raised  $10  million 
from  Canaan  Partners  and  Norwest  Ven- 
ture Partners  to  build  the  business.  "We 
turned  a  widget  into  an  actual  company," 
he  boasts. 

Widgets  first  appeared  in  the  early 
1990s  as  Apple  desktop  items  like  stick}' 
notes,  clocks  and  calculators.  In  the  last 
few  years  Yahoo,  Google  and  others 
began  pumping  them  out  in  earnest,  pro- 
ducing desktop  distractions  such  as 
videoclips,  cyberpets,  Etch  A  Sketches 
and  Magic  8  Balls.  Google  now  offers 
20,000  "Gadgets"  including  crossword 
puzzles,  weather  forecasts  and  Dr.  Phil 
quotes.  In  May  Facebook  opened  up  its 
social  networking  service  to  outside 
developers  (see  story,  p.  68)  and  is  now 
rife  with  widgetlike  applications.  Widget- 
box,  one  of  many  online  repositories  of 


Renaud  Laplanche, 
Lending  Club  chief. 


the  stuff,  says  it  has  served  614  million 
widgets.  Nearly  half  of  Americans  view 
widgets,  according  to  Comscore. 

With  mass  distribution  comes  the 
lifeblood  of  the  Internet:  advertising.  In  Jan- 
uary Seth  Goldstein  started  Social  Media 
Networks  to  serve  up  ads  within  widgets. 
For  now  ads  are  mosdy  for  other  widgets. 
If  you  get  a  new  fish  for  your  Facebook 
aquarium,  you  might  see  an  ad  for  a  poker 
widget.  Goldstein  says  widget  ads  sell  for 
about  15  cents  per  click,  and  he  takes  as 
much  as  30%  of  that  or  charges  at  least  25 
cents  if  the  user  downloads  the  advertised 
free  widget  application.  In  September 
Google  announced  its  own  plans  to  serve 


interactive  widgetlike  ads  in  its  AdSe 
network. 

Money  men  at  Sequ 
Capital,  Lightspeed  Vent 
Partners,  Bay  Partners 
Mayfield  Fund  are  provid 
the  financial  fuel  to  k< 
more  widgets  coming.  Kh 
la  Ventures  has  inves 
$5  million  in  widgete 
Slide,  LLike  and  YuMe.  "G 
tent  is  getting  wrapped 
and  distributed  in  new  wa 
says  Khosla's  David  Weid 
"Widgets  are  the  next  kinc 
media  network." 

This  spring  Ali  Parte 
chief  executive  of  iLike,  r 
3  million  registered  users 
his  music  discovery  VN 
site.  Five  months  af 
tweaking  his  application 
work  on  Facebook,  he's ; 
9  million  users  on  Fa. 
book  and  4.5  million  on  i 
Web  site.  The  compa 
makes  money  from  ads  a 
fees  for  referring  users 
iTunes,  Amazon  and  Tick 
master  to  buy  tracks,  albu 
or  concert  ticke 
A  Palo  Al 
Calif,  firm  call 
Renkoo  produ< 
Booze  Mail,  a  pi 
gram  that  he 
people  send  th 
friends  3.5  n: 
lipn  free  virtual  tequila  shots,  manhattans,  n 
tais  and  more  each  day  on  Facebook.  Adc 
Rifkin,  who  runs  the  operation,  started  se 
ing  ads  six  weeks  ago  and  claims  to  be  hai 
ing  in  $10,000  a  week. 

It  all  looks  a  bit  faddish.  But  the 
YouTube,  which  sold  to  Google  last  ye 
for  $1.65  billion,  was  once  not  much  mc 
than  a  widget. 
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MASERATI 

EXCELLENCE  THROUGH  PASSION 


V  Dream  Car  for  the  Real  World." 

-MSN  Autos 


■  OUATTROPORTE  AUTOMATIC 

lly,  the  dream  becomes  reality.  "Seriously  smooth,"  "A  supercar  disguised  as  a  glamorous  sedan,"  and  according  to  Top  Gear  magazine, 
:  finest  automatic  offered  any-where."  Why?  The  new  Ouattroporte  Automatic  delivers  engineering  innovation  equally  at  home  on 
i  Avenue  as  the  Nurburgring — it's  the  highest-revving  automatic  transmission  available,  designed  to  perfectly 
ess  the  Ouattroporte's  400  hp  Ferrari-engineered  V8.  It's  also  the  only  automatic  luxury  sedan  configured 
a  rearward  weight  bias  for  superior  traction  and  handling.  But  the  dream  doesn't  end  there — the  2007 
ttroporte  features  a  new  braking  system  so  powerful  that  it  surpasses  not  only  competing  sedans,  but 
y  of  the  world's  most  exotic  sports  cars  as  well.  The  newest  Ouattroporte  even  delivers  10%  better  fuel 
iency  without  sacrificing  its  legendary  performance  attributes.  Priced  from  $110,600.*  To  experience  the 
m,  visit  your  local  authorized  Maserati  dealer  today,  or  call  1-877-MY-MASERATI.  maseratiamerica.com/qpfb 

©2007  Maserati  North  America  All  rights  reserved  Maserati  and  the  Trident  logo  are  registered  trademarks  of  Maserati  SpA. 
"Standard  Ouattroporte.  Car  shown  with  optional  automatic  transmission  and  19"  wheels  Excludes  dealer  prep,  transportation  and  taxes 


Digital  Tools 


Party  Crashers 


Daniel  Lyons 


ml 
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A FRIEND  IN  SILICON  VALLEY  TELLS  A  STORY  ABOL 
Facebook.  He's  a  guy  about  my  age  (late  40s), 
like  almost  everyone  else  in  the  Valley  he  recent 
joined  this  social  networking  Web  site  that  wa| 
originally  for  college  kids  but  now  has  become  th 
hip  place  for  business  folks  to  connect.  My  pal,  who  teaches  a 
UC,  Berkeley  in  his  spare  time  and  is  a  well-read  guy,  joined 
Facebook  club  called  "Reading  Is  Sexy"  and  checked  out  a  cha 
thread  titled,  "fav  author  norma 
H  people  have  never  heard  of?'  Amonl 
E  the  writers  who  garnered  high  prais 
were  such  super-obscure  names  a 
Margaret  Atwood,  Jorge  Luis  Borgei 
F.  Scott  Fitzgerald,  Gabriel  Garci) 
Marquez,  Edith  Wharton  am 
Eugene  O'Neill.  Of  the  last  it  wa 
said,  "He's  an  American  dramatis 
and  he's  amazing!" 

Who  knew?  O'Neill,  is  it?  I' 
have  to  check  him  out.  Especial! 
cause  he's  amazing!  Probably  awe 
some!,  too. 

I'm  sorry.  It's  easy  to  make  fun  c 
Facebook.  But  I  don't  get  all  th 
excitement.  At  least  for  anyone  ove 
the  age  of,  say,  25.  Here's  how  i 
works:  You  create  a  profile  tha 
includes  your  date  of  birth,  horru 
town,  high  school,  college 
employer,  political  views,  marits 
status  and  so  forth.  Then  you  stac 
'■       7  inviting  people  to  be  your  friend 

yf  Other  people  invite  you  to  be  thej 

*  '        1  *  friend,  too,  including  people  yo 

don't  even  know. 

You  can  publish  photo  album; 
join  groups  and  send  e-mail  mes 
-  sages.  You  can  leave  notes  on  othe 
people's  "walls"  or  give  them 
"poke,"  which  is  the  online  equiva 
lent  of  saying,  "Hey,  I've  got  nothin 
to  say."  On  the  sillier  side,  you  cai 
send  someone  a  virtual  martini  o 
give  them  a  virtual  "bite"  that  turn 
|g  them  into  a  virtual  "zombie,"  a 
which  point  they  can  virtually  zorm 
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BOLDNESS    CHANGES  EVERYTHING. 


ArcelorMittal 


ou  believe  in  the  power  of  boldness?  Those  who  first  demonstrated  that  a  masterpiece  could  be 
eived  out  of  steel  and  built  the  Eiffel  Tower,  did.  It  was  the  right  vision  at  the  right  time.  At  ArcelorMittal, 
all  it  boldness.  We  believe  it  can  change  everything.  In  steel  and  everywhere.  And  as  we  look  to 
uture,  boldness  will  help  us  redefine  excellence,  lead  our  industry  and  transform  tomorrow. 


transforming 

tomorrow 


.arcelormittal.com 


Digital  Tools  :  

bie-bite  you  back.  In  May  Facebook  opened  its  site  up  to  outside 
software  developers,  and  now  there  are  3,000  applications  that 
let  you  hatch  a  dragon  and  raise  it  online,  take  an  IQ  test,  show 
off  which  cities  you've  been  to  or  find  out  which  celebrities  you 
resemble,  personality-wise. 

Facebook  was  created  in  2004  for  college  students  but  in 
2006  threw  open  its  doors  to  nonstudents  as  a  gambit  to  boost 
its  traffic.  It  worked.  Facebook  adds  200,000  new  members 
every  day,  and  the  site  is  one  of  the  most  popular  destinations 
on  the  Web,  with  54  billion  page  views  per  month. 

I'm  a  member  in  good  stand- 
ing and  a  daily  user  of  the  site,  but 

I'm  beginning  to  grow  concerned      OIClSTGrS  dfC 
about  time  spent  there.  At  the  risk  fimaniiinfi 
of  sounding  both  dyspeptic  and     3VVC1I IIIIIIIJ 
cynical,  to  me  the  main  problem      FdCCbOOk*  tflG 
with  all  these  Facebook  applica-  ■    ■        «  ■ 

tions  is  that  they  don't  solve  any     S0CI3I  FIGTWOl  K 
real  problems  in  my  life  and  only     gj^g  SGIIClillO] 
serve  as  a  vehicle  for  showing  me  '  "* 

more  ads.  one  another 

Same  goes  for  Facebook  in  7nmhlP  hitPC 

general.  I  just  can't  shake  the  «*llimc  UIIC3 

feeling  that  I'm  being  lured  into  dtld  ViftUdl 
some  carnival  tent  and  encour-  -  ■    ■  tU" 

aged  to  perform  stupid  tricks—  IT13riiniS.  |  illS 

fill  out  quizzes,  send  zombie  g<g  TCdllV 
bites — just  so  hawkers  can  grab  ,  * 

me  and  try  to  sell  me  stuff  and    sad  or  really 

so  Facebook's  founders  can  all  hSIdriOUS 

get  obscenely  rich. 

That  they  might.  Facebook's 
ad  revenue  runs  about  $150  million  a  year,  but  some  folks 
(including  Facebook  management)  reportedly  believe  the  300- 
employee  company  is  worth  $10  billion  or  more.  It  says  some- 
thing about  the  crazy  bubble  mentality  gripping  Silicon  Valley 
that  even  this  last  reason  does  not  turn  people  off.  Rather,  it 
seems  to  make  people  even  more  eager  to  use  Facebook.  Roger 
McNamee,  a  Silicon  Valley  venture  capitalist  whose  hair  is  most 
definitely  graying  and  whose  firm,  Elevation  Partners,  owns  a 
stake  in  Forbes,  has  a  personal  investment  in  Facebook.  He's  also 
an  active  poster  on  his  friends'  walls. 

Oldsters  are  swarming  onto  Facebook,  tilting  the  demo- 
graphics so  that  today  more  than  half  of  its  43  million  members 
are  not  college  students.  We're  also  changing  the  way  Face- 
book  gets  used,  from  a  place  where  college  kids  keep  track  of 
one  another  and  meet  new  friends  and  "hook  up,"  to  a  place 
where  businesspeople  do  a  lot  of  networking.  They  send  silly 
virtual  gifts  to  break  the  ice  with  sales  prospects.  You  can 
announce  an  upcoming  business  trip  to  your  Facebook  net- 
work and  see  if  any  colleagues  will  meet  you  at  an  out-of-town 
bar  or  restaurant.  Employees  from  Citigroup,  GE,  Procter  & 
Gamble  and  Shell  Oil  have  formed  Facebook  groups.  I'm 
using  Facebook  to  promote  my  blog  and  novel.  One  blog 
reader  voluntarily  created  a  club  called  the  "Fake  Steve 


Jobs  Appreciation  Society,"  which  now  has  249  member 
Thanks  to  Facebook  I  can  tell  these  folks  about  bookstoj 
appearances  that  I'll  be  making. 

But  the  weird  side  of  Facebook  is  that,  while  loads  of  oldstei 
are  jumping  on  board,  the  site  still  looks  and  feels  like  a  place  fo 
kids.  There's  a  big  emphasis  on  figuring  out  what  kind  of  perso 
you  are  and  how  many  friends  you  have  and  which  ones  are  you 
best  friends  forever.  You  can  spend  a  lot  of  time  rating  you 
favorite  movies,  TV  shows,  books  and  music. 

I  tried  the  very  popular  Flixster  movie  application  after 
FORBES  colleague  sent  it  to  me,  but  halfway  through  the  quiz 
occurred  to  me  the  whole  thing  was  pointless.  This  colleague  i 
my  friend,  but  who  cares  whether  we  like  the  same  movies 
Same  goes  for  the  iLike  music  application.  It's  fine.  It's  fun.  Bl 
do  I  really  want  to  want  to  sit  here  making  a  list  of  all  the  band 
or  albums  I  like?  I'm  married,  with  two  kids;  I'm  not  trying  h 
find  a  soul  mate  who  shares  my  taste  in  music. 

It's  as  if  two  very  different  tribes  were  trying  to  inhabit  th 
same  space.  I  sometimes  get  the  creepy  feeling  that  we  oldster 
are  barging  into  some  college  party  where  we  don't  belong  ant 
trying  a  little  too  hard  to  look  like  we're  having  fun,  like  the  sa» 
middle-age  guys  in  the  movie  Old  School  who  attempt,  patheti 
cally,  to  recapture  their  college  days. 

A  lot  of  otherwise  sensible  adults  tell  me  they  find  Facebool 
weirdly  addictive.  As  one  told  me,  "Instead  of  Facebook,  the; 
should  call  it  Timesuck."  Facebook  is  especially  all  the  rage  in  th< 
world  of  tech,  particularly  in  the  p.r.  and  marketing  end  of  th» 
business.  So  is  Twitter,  another  so-called  social  media  site  thai 
lets  people  blast  a  constant  stream  of  140-character  status  report 
to  anyone  who  wants  to  receive  them. 

Example: 

I'm  walking  into  the  Starbucks  on  3rd  St. 
I'm  ordering  a  mocha  latte. 
I'm  paying  for  a  mocha  latte. 
I'm  drinking  a  mocha  latte. 

You  get  the  idea.  At  first  glance  this  might  all  seem  like  cease- 
less nitwittery,  millions  of  meaningless  megabytes  zipping 
through  fiber-optic  lines  and  swarming  in  the  air  around  us,  foi 
no  good  reason,  simply  because  we  can.  Unfortunately,  it  kind  ol 
looks  like  that  on  second  glance,  too. 

Over  time  this  could  change  as  the  thousands  of  applications 
being  written  for  Facebook  include  more  that  make  the  site  use- 
ful for  grown-ups.  Some  are  already  starting  to  make  a  bit  ol 
money  (see  story,  p.  66).  But  many  applications  are  only  virtual 
variations  of  high-fiving  people. 

Once  upon  a  time  the  darlings  of  Silicon  Valley  were  compa- 
nies making  things  like  chips  and  software,  computers  and 
networking  routers.  Hot  shops  were  Cisco  Systems,  Oracle  and 
Sun  Microsystems.  Then  came  Netscape.  Then  Google.  Right  now 
it's  Facebook,  a  sort  of  corporate  version  of  Paris  Hilton — a 
company  that's  famous  for  being  famous.  Soon  it  will  probably 
also  be  rich,  though  right  now  nobody  quite  knows  why.  F 


Forbes 


Daniel  tyons  (dlyons@forbes.com)  writes  the  Secret  Diary  of 
Steve  Jobs  at  fakesteve.blogspot.com.  His  novel,  Options, 
will  be  out  Nov.  1 . 
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I  Destinations  For  Every  Slice  Of  Life. 


mat 


No  matter  what'you're  looking  for.  Whatever  impulse  leads  you  to  Vegas. 
We  have  the  destination  to  help  you  to  create  the  perfect  Vegas  getaway. 

Caesars  Palace  •  Paris  •  Rio  •  Bally's  •  Harrah's  *  Flamingo 

Visit  harrahs.com  or  call  800.286.0193 

Must  be  21  or  older  to  gamble.  Know  When  To  Stop  Before  You  Start.®  Gambling  Problem?  Call  1-800-522-4700.  ©2007,  Harrah's  License  Company,  LLC. 


F  Is  for  Fudging 

Want  to  spot  weak  accounting  before  there  is  an  embarrassing 
restatement?  Fabulous  earnings  and  a  goodwill-rich 
balance  sheet  are  a  good  place  to  start  By  Daniel  Fisher 


PETROHAWK  ENERGY  CORP.  HAS 
been  a  winner  for  investors  this 
year,  its  shares  up  46%  on  a 
combination  of  rising  energy 
prices  and  rapid-fire  acquisi- 
tions. Revenue  climbed  to  $443  million 
in  the  first  half,  compared  with  $588  mil- 
lion for  all  of  2006. 

On  that  basis  Petrohawk  looks  like  a 
solid  growth  company.  But  an  innovative 
statistical  analysis  of  financial  statements 
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flashes  a  yellow  light  on  this  Houston  out- 
fit. The  pattern  in  its  numbers  is  too  much 
like  that  exhibited  by  companies  later 
shown  to  have  padded  their  earnings.  In 
other  words,  investors  in  Petrohawk  have 
a  higher-than-average  risk  of  suffering  a 
big  disappointment  in  the  next  few  years, 
in  the  form  of  a  writedown  or  an  earnings 
restatement. 

This  new  way  of  looking  at  financial 
statements  comes  from  University  of  Cal- 


ifornia, Berkeley  accounting  professoi 
Patricia  Dechow  and  three  colleagues 
Their  algorithm  collects  data  on  such 
things  as  sales,  receivables  and  employee 
count,  and  spits  out  a  number  thai 
Dechow  calls  the  F-score.  F  is  for  fudging, 
A  high  score  is  not  proof  that  a  company 
is  doing  anything  wrong — indeed,  Petro 
hawk  says  its  accounting  follows  the  rules 
— but  rather  just  a  good  reason  to  worry. 
At  our  request  Dechow's  colleague 


\t  Nuveen  Investments,  we  believe  there's  more  than  one  closed-end  fund  in  the  sea. Through  continuous  innovation  and  rigor,  we  strive  to 


jrovide  advisors  and  their  clients  with  creative  closed-end  funds  that  work  to  help  earn  attractive  monthly  income.  What's  more,  our  blends 
>f  asset  classes,  including  income-oriented  stocks  and  bonds,  offer  the  diversity  in  products  that  you  and  your  clients  are,  well,  fishing  for. 


.earn  more  at  nuveen.com/cef.  As  always,  there  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  If  interest  rates 


ise,  the  value  of  a  fund's  portfolio  may  decline.  Closed-end  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 


^ — 

NUVEEN 

I  nvestments 


Smarter  ways  to  he  conservative? 


An  investor  should  carefully  consider  the  Fund's  objective,  risks,  charges  and  expenses  before  investing.  For  an  annual 
report  or  prospectus  (when  applicable)  containing  this  and  other  information  about  Nuveen's  funds,  contact  Nuveen 
at  1-800-752-8700.  Read  this  information  carefully  before  you  invest  or  send  money.  ©2007  Nuveen  Investments,  Inc. 


and  coauthor,  Weili  Ge  of  the  University 
of  Washington,  found  the  U.S.-listed  com- 
panies with  market  capitalizations  above 
$1  billion  that  get  the  highest  fudge  scores. 
The  list  includes  lots  of  fast-growing 
midcaps  like  Petrohawk,  which  uses  a 
Pollyannaish  method  of  accounting  for 
the  costs  of  acquiring  oil  and  gas  assets.  It 
also  has  volatile  technology  firms  such  as 
Abraxis  Bioscience  and  Tessera  Technolo- 
gies, as  well  as  blue  chips  like  Procter  & 
Gamble  and  Google  (see  box,  p.  76). 

Dechows  test  is  especially  sensitive  to 
companies  that  add  lots  of  assets  from  year 
to  year,  like  P&Gs  $57  billion  acquisition  of 
Gillette.  It  also  snares  companies  whose 
assets  are  increasing  faster  than  employees, 
such  as  BlackRock,  where  assets  increased 
tenfold  after  it  took  on  Merrill  Lynch's 
investment  management  business  last  year. 
That  sounds  like  efficiency,  and  in  the 
money  management  business  it  is.  But 
when  Enron  piled  up  hard  assets  like  power 
plants  faster  than  employees  to  manage 
them,  it  spelled  disaster. 

Dechows  research  doesn't  purport  to 
show  that  any  of  these  companies  are 
manipulating  earnings.  What  it  suggests  is 
that  they  deserve  a  closer  look.  One  key 
signal:  the  simultaneous  occurrence  of  ris- 


ing cash  sales  and  a  cash  margin  rate  that 
is  falling.  "Cash  sales"  here  means  revenue 
minus  the  increase  in  accounts  receivable. 
For  "cash  margin"  you  subtract  from  cash 
sales  the  sum  of  the  cost  of  goods  sold  and 
the  increase  in  inventory,  and  divide  the 
result  by  cash  sales.  A  confluence  of  these 
two  trends  could  mean  the  company  is 
extending  credit  to  customers  to  make 
sales  and  building  excess  inventory.  Enron 
displayed  this  combination  in  2000. 

The  F-formula  also  penalizes  compa- 
nies with  fast-rising  stock  prices  that  trade 
at  high  multiples  of  book  value,  perhaps 
because  managers  of  such  companies  feel 
pressed  to  continue  their  winning  streak. 
It  penalizes  them  for  goodwill  that  rises 
faster  than  cash  revenue. 

Skechers  USA  shares  doubled  last  year 
as  kids  made  a  fad  of  its  Airators  and  Cali 
Gear  shoes.  But  Skechers  also  earned  an 
F-score  of  1.8 — roughly  the  same  as 
Enron  would  have  got  in  2000,  the  year 
before  it  collapsed— because  the  cash 
margin  fell  from  42%  to  38%  as  sales  rose. 
Sure  enough,  Skechers  shares  fell  40%  in 
August  after  the  company  reported  lower 
earnings  on  higher-than-expected  costs. 

Other  companies  with  high  F-scores 
because  of  diverging  cash  sales  and 


margins  include  fast-growing  underwear 
manufacturer  Gildan  Activewear.  Shares 
are  up  more  than  20%  this  year  on  soar- 
ing sales,  but  margins  could  come  under 
pressure  sooner  or  later.  Gildan  says  its  F- 
score  is  misleading  because  of  a  merger 
that  skewed  cash  margins. 

Petrohawk  earns  a  closer  look  because 
of  an  old  red  flag  in  the  oilfield— full-cost 
accounting.  Under  this  system,  which  the 
Securities  &  Exchange  Commission  tried, 
and  failed,  to  ban  in  the  early  1980s,  com- 
panies lump  all  the  expenses  of  finding 
and  buying  reserves  into  one  big  account 
and  amortize  it  over  time,  instead  of 
charging  costs  against  earnings  as  they're 
incurred. 

That  lets  fast-growing  companies  like 
Petrohawk  put  off  recognizing  the  effects 
of  bad  acquisitions  and  dry  holes  because 
recent  moneylosing  projects  can  be  mixed 
in  with  earlier  ones.  "You're  spending  all 
this  money,  and  at  some  time  that  has  to 
come  out  of  earnings,"  says  Julie  Hilt  Han- 
nink  with  RiskMetrics  Group's  Financial 
Research  &  Analysis  unit.  "Are  you  delay- 
ing taking  it  out  of  earnings?" 

A  clue  to  how  close  to  the  edge  Petro- 
hawk is  skating  can  be  found  on  page  65  of 
the  company's  annual  report,  where  it  says 
it  would  have  been  forced  to  write  down  the 
value  of  its  $3  billion  in  reserves  by  $224  mil- 
lion had  it  used  natural  gas  prices  as  of  Dec. 
31,  2006,  when  it  ostensibly  closed  its 
books.  Thanks  to  a  quirk  in  the  accounting 
rules,  Petrohawk  was  able  to  avoid  the  hit 
by  using  the  energy  prices  prevailing  on  Feb. 
22.  They  were  33%  higher  then. 

But  that's  just  the  known  reserves. 
Petrohawk  has  another  $938  million  in 
goodwill,  or  the  excess  of  what  it  paid  for 
reserves  and  what  it  thinks  they're  worth. 
Goodwill  is  essentially  a  bet  that  manage- 
ment can  wring  more  oil  and  gas  out  of 
the  ground  than  previous  owners  could, 
and  management  decides  when  that  bet 
hasn't  paid  off.  With  oil  companies,  Risk- 
Metrics  Hilt  Hannink  says,  "there's  no  real 
disclosure  of  why  or  when  goodwill  is  i 
written  down." 

Petrohawk  says  it  complies  with  all 
accounting  regulations,  including  a  Finan- 
cial Accounting  Standards  Board  rule  that 
requires  an  annual  test  to  determine 
whether  goodwill  must  be  impaired. 


You  Were  Warned 


Enron's  annual  report  from  2000  contains  a  suspicious  combination:  dollar  cash  sales  up  from  the  year 
before  and  percentage  cash  margin  down  from  the  year  before.  The  combination  is  not  proof  of  anything 
bad,  but  it  occurs  more  often  in  companies  later  shown  to  have  padded  their  earnings. 


Arthur  Andersen  LLP 


Houston,  Texas 
February  23,  2001 


<PAGE> 

<TABLE> 


ENRON  CORP.  AND  SUBSIDIARIES 
CONSOLIDATED  INCOME  STATEMENT 


<CAPTION> 

(In  trillions,  except  per  share  amounts) 
<S> 

Revenues 

Natural  gas  and  other  products 

Electricity 

Metals 

Other 

Total  revenues  |  

Costs  and  Expenses 

Cost  of  gas,  electricity, 

other  products 
Operating  expenses 


Year  ended  December  31, 
2000  1999  199B 


S  50,500       519,536  513,276 


33,823 
9,234 
7,232 


-j  100,789        40, 112  )  31,260 


(    94,517         34  ,  76F 


26,381 
2,473 


Enron's  cash  sales — defined  as 
revenue  less  the  increase  in 
receivables — were  $92  billion 
in  2000,  a  hefty  increase  from 
the  year  before. 


The  percentage  cash  margin  is  defined  as 
cash  revenue  less  cash  cost  of  goods  (cost  of 
goods  plus  increase  in  inventory),  divided  by  cash 
revenue.  For  Enron  the  cash  margin  sank  from  a 
positive  number  in  1999  to  -7.8%  in  2000. 
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THE  CHICAGO  SPIRE 


INSPIRED  BY  NATURE 
IMAGINED  BY  CALATRAVA 


'THE  PRINCIPLES  I  FOLLOW 
ARE  BASED  ON  REPETITION.  THIS  REMINDS 
YOU  OF  NATURE  BECAUSE  NATURE  OFTEN 
WORKS  IN  PATTERNS.  THERE  IS  A  CERTAIN 
EXEMPLARITY  IN  NATURE  THAT  INFORMS 

ARCHITECTURAL  STRUCTURES.'  Santiago  Caktrava 

THE  CHICAGO  SPIRE  BY 
SANTIAGO  CALATRAVA  IS  A  COLLECTION 
OF  UNIQUE  AND  EXTRAORDINARY 
CONDOMINIUM  RESIDENCES.  THE  MOST 
SIGNIFICANT  DEVELOPMENT  IN  THE  WORLD. 

REGISTER  YOUR  INTEREST  AT 
WWW.THECHICAGOSPIRE.COM 


Google's  Bad  Grade 

HOW  DID  GOOGLE  WIND  UP  ON  A  LIST  OF  SKETCHY  STOCKS,  CREATED  BY  UNIVERSITY  OF  CAUFORNW 
Berkeley  accounting  professor  Patricia  Dechow?  Three  reasons.  And  if  none  of  the  thre| 
bothers  you,  you  can  comfortably  shrug  off  the  F-score  and  own  the  stock  at  S579 
share.  Professor  Dechow  concedes  that  her  formula  rings  a  fair  number  of  false  alarms. 
First  offense:  a  fast-rising  stock.  Google  shares  are  up  39%  in  the  last  12  months. 
Next,  a  share  price  that  is  a  high  multiple  of  book  value.  Google's  multiple  is  9;  the  S&l 
500  index  trades  at  only  3  times  book. 

Last,  a  collection  of  "accrual  accounting"  matters  that  (to  oversimplify)  highlights  a  dive 
gence  between  reported  earnings  and  growth  in  cash  on  hand.  Google,  for  example,  reports  o| 
its  asset  ledger  a  lot  of  prepaid  expenses.  These  include  revenue-sharing  payments  made  i 
advance  to  other  Web  sites  that  feed  traffic  to  Google.  Rather  than  expense  some  of  these  pay 
ments  as  they  occur,  Google  charges  them  to  earnings  over  the  lives  of  the  related  contracts. 

On  June  30  Google's  prepaid  expenses  came  to  $774  million,  up  from  S558  million  on  De 
31,  2006  and  more  than  triple  the  year-end  2005  amount.  "Thafs  a  substantial  asset  and  reprfl 
sents  expenditures  that  would  have  been  expensed  had  they  not  been  capitalized,"  notes  Charle 
Mulford,  professor  of  accounting  at  the  Georgia  Institute  of  Technology.  Ifs  not  that  Googl 
shouldn't  capitalize  these  costs,  says  Mulford,  but  better  disclosure  of  what  these  outlays  an 
for,  and  how  Google  determined  the  period  over  which  to  amortize  them,  would  be  useful. 

Goodwill  is  also  increasing,  from  S195  million  at  year-end  2005  to  $1.7  billion  on  June  3^ 
2007.  Much  of  the  increase,  it  appears,  relates  to  Google's  2006  acquisition  of  YouTube  at 
lavish  premium  to  YouTube's  hard  assets.  (The  deal  also  took  place  at  a  rich  multiple  of  sales- 
110  times,  estimates  the  451  Group.)  If  the  acquired  companies  peter  out,  Google  will  b 
constrained  to  take  an  impairment  charge,  like  the  one  Ebay  just  took  on  Skype. 

Google  is  dominant  in  online  search  and  expanding  into  other  arenas,  such  as  Internet  di| 
play  advertising  and  radio.  But  "there  is  ferocious  competition"  in  the  new  fields,  notes  Lauii 
A.  Martin,  analyst  at  Soleil  Securities,  "and  it's  only  getting  worse."  Google's  trailing  price/earn 
ings  multiple  of  51  is  too  rich  for  Martin,  who  has  a  "hold"  rating  on  the  stock. 

— Susan  Kitchen 


Another  company  with  assets 
vulnerable  to  a  revaluation  is  Thermo 
Fisher  Scientific,  which  generated  a  score 
of  five — five  times  the  average  risk  of 
manipulation— because  of  the  $6.4  bil- 
lion in  goodwill  it  picked  up  when  Fisher 
and  Thermo  merged  in  2006.  Goodwill 
isn't  the  only  sketchy  asset  that  investors 
have  to  keep  an  eye  on:  Thermo  Fisher 
has  another  $7.5  billion  in  intangibles, 
including  $4.7  billion  attributed  to  "cus- 
tomer relationships,"  $1  billion  in  "prod- 
uct technology"  and  $696  million  in 
trademarks. 

Right  now  those  assets  are  being 
amortized  at  a  paper  cost  of  around  $500 
million  a  year.  But  the  intangibles  and 
goodwill  are  vulnerable  to  a  sudden  write- 
down— and  direct  hit  to  earnings — if 
management  decides  the  merger  wasn't 
such  a  good  idea.  Such  accounts  are  also 
vulnerable  to  manipulation,  as  managers 
push  an  earnings  hit  into  the  future  or 
execute  a  "kitchen  sink"  writedown,  wip- 
ing out  asset  values  in  one  swoop  to  make 
future  earnings  and  return  on  capital  look 
better. 

When  companies  have  lots  of  such 
hard-to-value  assets,  "their  accounting  is 
more  fuzzy,"  Dechow  says.  "Their  earn- 
ings are  not  going  to  be  as  stable." 

Thermo  Fisher  declined  to  comment. 

First  Marblehead  racked  up  a  high 
score  because  about  one-third  of  its  revenue 
in  2006  came  from  so-called  residuals,  the 
riskiest  portions  of  the  student  loans  it  pools 
for  other  lenders  and  sells  on  Wall  Street. 
Residuals  are  risky  because  their  owners  get 
paid  last  if  loans  don't  perform  as  expected. 
They've  caused  much  woe  at  mortgage 
lenders  like  Countrywide  Financial. 

First  Marblehead  says  it  differs  from 
mortgage  lenders  because  more  than  half 
its  $563  million  in  revenue  last  year  was 
from  cash  fees  for  securitizing  loans, 
plenty  to  finance  the  growth  of  the  busi- 
ness. Still,  investors  seem  worried:  First 
Marblehead  shares  are  down  31%  from 
their  Jan.  9  peak  of  $57. 

Dechow's  research  builds  on  more 
than  a  decade  of  studies  into  so-called 
accruals,  that  being  a  catchall  term  to 
describe  the  divergence  of  book  profits 
and  cash  results.  A  company  piling  up 
inventory  and  receivables,  or  capitalizing 


its  expenses,  can  report  terrific  book  prof- 
its at  the  same  time  that  its  bank  account 
dwindles  and  it  verges  on  bankruptcy. 
Apart  from  causing  a  liquidity  problem,  a 
rise  in  accruals  suggests  that  managers  are 
stretching  the  rules  of  accounting  to 
report  rosy  results.  Dechow's  husband, 
Richard  Sloan,  whom  she  met  at  the  Uni- 
versity of  Western  Australia  in  the  late 
1980s,  wrote  some  of  the  earliest  papers 
showing  that  high-accrual  firms  tend  to 
have  lower  stock  returns. 

"The  more  subjective  accruals  are,  the 
more  likely  they  are  not  worth  as  much  as 
management  says,"  says  Sloan,  who  now 
works  for  Barclays  Global  Investors  in  San 
Francisco,  using  scientific  methods  to 
detect  mispriced  stocks. 

For  their  latest  study  Dechow  and  her 
colleagues  broadened  the  search  past  accru- 
als to  include  27  variables  they  thought 
might  predict  earnings  puffery.  They  iden- 
tified 41 1  firms  that  had  been  sanctioned  by 
the  SEC  for  manipulating  at  least  one  account 
between  1982  and  2005,  and  with  some  sta- 
tistical analysis  came  up  with  the  F-score, 


which,  they  say,  reflects  the  odds  a  compar 
will  join  those  411.  One  weakness  in  thi 
kind  of  scoring  is  that  companies  ma 
already  be  manipulating  their  way  aroun 
it.  If  managers  now  know  their  stock  will  b 
penalized  for  high  accruals,  they  ma 
massage  cash  flow  instead. 

Sloan  says  leases  are  another  area  ri: 
with  manipulation.  Managers  like  t 
negotiate  leases  for  buildings  and  equip, 
ment  that  are  back-loaded  with  costs,  h 
says,  to  make  current  earnings  look  bettf 
than  they  would  if  the  company  owne 
the  assets  outright. 

"Leasing  agents  want  to  structure  tr 
thing  to  help  management  out,"  he  notes 

Dechow  got  her  Ph.D  in  accounting  an 
finance  at  the  University  of  Rochester  in  199 
But  her  education  in  fuzzy  accounting  real 
began  back  in  Kalgoorlie,  Australia,  where  h< 
father,  a  geologist,  taught  her  how  to  tell  tl 
difference  between  a  promising  mining  stoc 
and  a  scam.  "He  could  tell  just  by  looking 
who  the  directors  were,"  Dechow  recall 
"Where  the  assets  are  underground,  a  lot 
games  can  go  on." 
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Meet  Jeanette  Davis. 

The  next  great  marine  biologist. 


With  a  degree  in  marine  biology  she's  earning  at  one  of  America's  Historically  Black  Colleges  and 
Universities  (HBCU),  Jeanette  could  one  day  discover  new  ways  of  protecting  the  resources  of  the 
world's  oceans.  A  commitment  to  developing  future  leaders  is  why  Honda  created  HBCU  programs  such 
as  the  Honda  Campus  All-Star  Challenge  and  Honda  Battle  of  the  Bands.  We  believe  the  work  done  by 
America's  Historically  Black  G>lleges  and  Universities  will  make  quite  a  splash  for  generations  to  come. 


The  Power  of  Dreams 


For  information  about  America's  Historically  Black  Colleges  and  Universities  visit  hbcu-central.com  or  honda.com.  ©  2006  American  Honda  Motor  Co.,  Inc. 


STOCK  FOCUS 


In  The 

Sunshine 

Ethanol  and  windmills 

aren't  the  only 
ways  to  make  money 
investing  in  green 
businesses,  says 
Dan  Chung  By  Jon  Bruner 


GOING  GREEN  CAN  MEAN  SACRI- 
fices,  like  driving  less,  paying  more 
or  enduring  the  eerie  blue  of  com- 
pact fluorescent  bulbs.  In  investing  it  has 
sometimes  meant  stashing  money  in  micro- 
cap  companies  with  one-shot  inventions  or, 
on  the  other  end,  putting  up  with  General 
Electrics  lumbering  price  growth.  But  there 
are  plenty  of  green  investments  out  there  that 
are  both  stable  and  innovative.  The  trick  to 
unearthing  them  is  to  find  those  that  are 
growth  prospects  first  and  green  second 

That  approach  leads  Dan  C.  Chung,  chief 
executive  of  Fred  Alger  Management,  which 
runs  $14  billion  in  16  growth  funds,  straight 
past  the  clean-energy  darlings,  ethanol  and 
wind,  to  solar  power.  Solar  technology,  he 
says,  is  approaching  commercial  feasibility 
(see  "Shine  On,"  Sept.  3).  Todays  best  solar 
panels  convert  20%  of  the  sun's  energy  that 
falls  on  them  into  electricity;  efficiency  that 
nears  30%,  plus  falling  prices,  Chung  says, 
will  trigger  explosive  growth  in  their  use. 
"That's  really  not  very  far  offT  he  says. 

One  of  the  holdings  in  Chung's  $2.5 
billion  MidCap  Growth  Fund  is  MEMC 
Electronic  Materials,  a  $1.5  billion  (sales) 
company  that  makes  silicon  wafers,  with  19% 
of  revenues  coming  from  sales  to  manufac- 
turers of  photoelectric  panels.  That  number 
will  certainly  go  up  in  the  next  few  years  as 
MEMC  expands  its  solar  product  lineup. 

The  price  of  polysilicon  has  risen  lately 
(up  nearly  200%  since  late  2005),  but  MEMC 
owns  its  own  supplies.  Further,  the  complex- 
ity of  wafermaking  and  a  constrained 
supply  of  silicon  provide  high  barriers  of  entry 


to  potential  competitors.  Analysts  surveyed 
by  Thomson  Financial  foresee  31%  annual 
earnings  growth  for  the  next  three  to  five 
years.  The  shares  are  up  100%  in  the  last  year, 
but  by  growth-stock  standards  they're  not 
outrageously  expensive — at  28  times  trailing 
earnings,  against  18  for  the  S&P  500. 

Another  pressing  issue:  dwindling 
water  supplies  and  desertification,  particu- 
larly in  developing  countries.  Veolia  Envi- 
ronnement,  a  holding  of  Chung's  Alger 
LargeCap  Growth  and  MidCap  Growth 
funds,  consults  for,  builds  and  manages 
water  utilities.  The  NYSE-listed  company 
has  a  presence  in  59  countries  and,  being 
French,  doesn't  have  U.S.  foreign  policy 
baggage  to  deal  with  when  it  negotiates 
contracts  with  their  governments. 

One  of  Chung's  more  recent  positions  is 
in  Whole  Foods  Market,  the  high-priced  or- 
ganic foods  retailer.  Are  organic  foods  green? 
That's  debatable  (you  have  to  cut  down  more 


forest  to  grow  them),  but  they  indisputably 
are  benefiting  from  the  same  leftist  Zeitgeist 
that  propels  the  solar  energy  business. 

Chung,  25,  didn't  follow  the  standard 
path  to  the  top  of  Alger.  He  went  to  Harvard 
Law  School,  clerked  for  Supreme  Court  Jus- 
tice Anthony  Kennedy  and  ended  up  at  legal 
powerhouse  Simpson,  Thacher  &  Bartlett, 
where  he  handled  reorganizations  and  saw 
what  makes  businesses  fail.  But  as  the  time 
to  gun  for  partner  approached,  Chung 
started  looking  for  alternatives. 

His  father-in-law  happened  to  be  Fred 
Alger,  the  go-go  fund  manager  of  1960s  fame. 
At  the  age  of  32  Chung  joined  Alger's  firm 
on  the  ground  floor.  "I  was  the  oldest  research 
associate  on  Wall  Street,"  he  says. 

On  Sept.  11,  2001  Fred  Alger  Manage- 
ment lost  35  staff  members,  including  every 
portfolio  manager  but  Chung,  in  its  World 
Trade  Center  offices.  Fred  Alger  himself,  who 
had  retired  in  1995,  came  out  of  retirement 
at  the  age  of  67  to  guide  the  company  through 
the  difficult  aftermath.  When  he  went  backi 
into  retirement  last  year,  he  handed  Chung 
the  tiller. 

The  firm's  core  funds  have  performed 
well  lately;  so  far  this  year  the  MidCap 
Growth  Fund  is  up  28%  and  the  LargeCap 
Growth  Fund  19%.  Compare  that  with  10% 
during  the  same  period  from  the  S&P  500. 
These  funds  charge  a  5.25%  front-end  load 
and  annual  expenses  of  1.2%  of  assets. 

The  Alger  firm  has  added  a  purely  eco- 
friendly  fund  to  its  lineup,  Spectra  Green,  that 
avoids  some  of  the  browner  companies  (like 
National  Oilwell  Varco)  that  other  Alger 
funds  indulge  in.  Spectra  is  up  19%  since  its 
inception  in  January.  F 


Going  Green 


Dan  Chung,  chief  executive  of  Fred  Alger  Management,  sees  growth  as  well  as 
voguish  eco-friendliness  in  these  stocks.  „„.,..- 


52-WEEK 

EPS 
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HIGH 

P/E 

GROWTH 

ALLSCRIPTS  HEALTHCARE  SOLUTIONS 

$26.03 

$31.38 

89 

30% 

MEMC  ELECTRONIC  MATERIALS 

58.86 

68.80 

37 

31 

METABOLIX 

24.26 

29.37 

NA 

35 

VEOLIA  ENVIRONNEMENT 

86.14 

86.64 

33 

14 

WHOLE  FOODS  MARKET 

48.96 

66.25 

35 

16 

Prices  as  of  Oct.  1.  EPS  growth  projected,  annualized  over  next  three  to  five  years.  NA:  Not 
applicable.  Source:  Reuters  Fundamentals  and  Thomson  IBES  via  FactSet  Research  Systems. 
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Some  think 
old  industry. 

We  think 


I  new 


opportunity. 


Investment  Banking  •  Private  Banking  •  Asset  Management 


\/e  look  at  things  from  a  different  perspective  -  for  the 
enefit  of  our  clients.  By  building  on  our  experience  and 
xpertise  over  all  industries,  we  help  our  clients  realize  new 
pportunities.  This  has  been  our  ambition  since  1856. 
Awv.credit-suisse.com 


hinking  New  Perspectives. 


CreditSuisse 


Health 
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The  Next  Fat  Pill 

Does  Arena  Pharmaceuticals  have  a  new  blockbuster  obesity  drug,  or 
another  health  hazard  like  fen-phen?  |  By  Kerry  A.  Dolan 


FOR  DRUGMAKERS,  APPETITE 
suppression  is  an  opportunity 
too  big  to  ignore.  A  third  of  U.S. 
adults  are  obese,  an  epidemic 
that  tacks  on  myriad  risks, 
including  diabetes  and  cardiovascular  dis- 
ease. Worldwide  the  ranks  of  the  obese 
hover  near  400  million  adults,  a  number 
projected  to  grow  to  700  million  by  2015. 
But  drugmakers,  try  as  they  may,  have  so 
far  failed  to  produce  a  blockbuster  weight- 
loss  pill  that's  safe  and  reliable.  The  closest 
thing  to  a  real  success,  a  two-drug  combi- 
nation known  as  fen-phen,  helped  people 
lose  as  much  as  30  pounds  a  year  by  mak- 
ing them  feel  satiated,  but  it  caused  heart 
valve  problems  in  some  and  pulmonary 
hypertension  in  others.  It  was  pulled  off 
the  market  in  1997.  Fen-phen  maker 
Wyeth  has  so  far  paid  $18.7  billion  to 
settle  the  lawsuits. 

Shrugging  off  the  past,  Arena  Pharma- 
ceuticals Chief  Executive  Jack  Lief  thinks 
he  has  a  new  weight-loss  pill  that  will  work 
Called  lorcaserin,  it  stimulates  production 
of  serotonin,  the  same  brain  chemical  that 
fen-phen  did.  But  Arena  executives  and 
obesity  experts  say  it  has  none  of  the  heart 
valve  risks  because  it  is  targeted  to  the 
brain.  In  mid-September  a  firm  not  affili- 
ated with  Arena  found  no  safety  problems 
after  monitoring  the  hearts  of  people  on 
lorcaserin  for  6  months.  This  trial  will  con- 
tinue for  another  18  months.  "We  don't 
think  there's  any  risk  at  all.  We  think  our 
drug  is  going  to  cause  people  to  get  to  their 

desired  weight,"  says  Lief. 

_r.  ,  ,    Dominic  Behan 

If  it  does  get  approval,  andJackLief 

lorcaserin  could  be  a  bil 


lion-dollar  drug.  That's  a 


in  the  Arena 
laboratories. 
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Drtifying  Crops 


Improving  Nutrition 


Science  For  A  Better  Life 


around  the  world,  harvests  are  under  threat 
from  pests  and  disease.  In  many  regions,  these 
dangers  are  also  compounded  by  enduringly 
poor  conditions  such  as  drought,  excessive 
heat  and  soil  salinization,  resulting  in  huge 
losses.  Bayer  CropScience  is  working  to  mini- 
mize these  problems  and  find  lasting  solutions  - 
productive  plants  and  varieties  that  are  better 
suited  to  their  environment  and  more  resilient  to 
the  stresses  of  climate  extremes. 

Bayer  CropScience  also  cultivates  and  pro- 
duces high-quality  seeds  for  crops,  including 
tomatoes,  carrots,  cucumbers,  onions  and 
melons,  and  conducts  research  into  boosting 
properties  of  crops  that  are  beneficial  to  health. 
With  the  goal  of  achieving  long-term  improve- 
ments in  human  nutrition,  www.bayer.com 


terialScience  CropScience 


Health  

big  if.  Earlier  this  year  the  Food  & 
Drug  Administration  nixed  approval 
for  Sanofi-Aventis'  obesity  drug 
Acomplia  because  of  side  effects  that 
included  suicidal  thoughts  and 
depression. 

The  only  two  approved  prescrip- 
tion obesity  drugs  in  the  U.S.  deliver 
mediocre  results  and  haven't  sold  very 
well.  Abbotts  Meridia  leads  to  an 
incremental  weight  loss  of  10  pounds 
more  a  year  than  a  regular  low- 
calorie  diet,  according  to  the  Mayo 
Clinic,  with  side  effects  that  can 
include  increased  blood  pressure, 
constipation  and  insomnia.  Roches 
Xenical,  a  $94-million-a-year  seller,  results 
in  an  average  weight  loss  of  6  pounds  a  year, 
and  users  must  contend  with  oily  and  fre- 
quent bowel  movements.  GlaxoSmithkline 
now  sells  an  over-the-counter  version  of 
Xenical  called  Alii.  Its  Web  site  recommends 
new  users  wear  dark  clothing  and  have  an 
extra  pair  of  pants  handy  to  cope  with  those 
unpleasant  side  effects.  "People  are  really 


Losing  It 


The  only  two  approved  prescription  obesity  drugs  in 
U.S.  deliver  mediocre  results  and  haven't  sold  well. 


the 


Xenical 

6  pounds  per  year 

Meridia 
10  pounds  per  year 

Diet  &  exercise 

15  pounds  per  year 


desperate.  I  get  letters  all  the  time  asking, 
'How  can  I  get  your  drug?'"  says  Lief,  61. 

Arena's  clinical  results  so  far  are  prom- 
ising. In  a  midstage  trial  held  last  year  pa- 
tients getting  the  highest  dose  of  lorcaserin 
lost  an  average  of  7.9  pounds  in  12  weeks. 
A  two-year-long  trial  with  3,200  patients  is 
under  way  to  see  if  that  rate  of  weight  loss 
can  continue  over  a  longer  period.  The  re- 


sults could  lead  to  an  FDA  decisio: 
sometime  in  2010. 

But  Arena  cannot  escape  th 
fen-phen  taint.  No  big  pharma 
ceutical  company  has  stepped  up  t 
partner  with  Arena,  so  the  compan 
says  it  might  go  to  market  on  it 
own.  Franz  Hefti,  a  vice  president  a 
Avid  Radiopharmaceuticals  wh 
used  to  head  neuroscience  researc 
at  Merck  and  Genentech,  says  ths 
at  least  one  large  pharma  firm  has  i 
the  last  several  years  quashed  a  can 
didate  similar  to  lorcaserin,  nd 
because  of  any  science  but  becaus 
of  the  psychological  link  to  the  fen 
phen  disaster. 

Failure  with  the  obesity  drug  would  b 
a  big  setback  for  Arena  but  not  a  fatal  on< 
The  firm  has  become  quite  the  diversifie 
drug-discovery  factory  since  its  origin  i 
1997.  Its  insomnia  drug  had  respectabl 
results  in  midstage  clinical  trials,  an> 
drugs  for  thrombosis  and  Type  2  diabete 
(the  latter  in  partnership  with  Johnson  (. 
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Health 


)hnson)  are  in  early-stage  trials. 

Arena  was  founded  in  San  Diego  by 
ief,  a  veteran  drug  executive  with  expe- 
ience  at  Abbott  and  Cephalon,  and 
^searchers  Dominic  Behan  and  Derek 
halmers,  who  had  both  left  San  Diego 
iotech  Neurocrine  Biosciences  to  pur- 
le  novel  ideas  about  drug  development. 

At  the  time,  the  hot  research  area  was 
1  testing  G-protein-coupled  receptors, 
r  GPCRs.  These  proteins  transmit  chem- 
:al  signals  into  a  wide  variety  of  cell 
rpes.  In  the  brain  GPCRs  are  associated 
ith  mood  and  behavior;  in  the  immune 
rstem  they're  linked  to  inflammation, 
'rugmakers  looked  for  proteins  called 
gands,  which  dock  to  specific  GPCRs, 
id  then  created  a  drug  that  either 
locked  or  enhanced  the  ability  of  the 
gand  to  connect  with  its  receptor.  Eli 
illy's  Zyprexa,  Glaxo's  Zantac  and  Novar- 
s'  Zelnorm  are  all  GPCR-related  drugs. 

Behan,  a  native  of  Liverpool,  England 
ith  a  doctorate  in  biochemistry,  believed 
e  could  come  up  with  drug  candidates 


without  knowing  the  ligand  part  of  the 
equation.  That  would  allow  Arena  to  tar- 
get the  hundreds  of  so-called  orphan 
GPCRs  that  have  no  known  ligands. 
"Think  of  it  as  an  opportunity  to  hot-wire 
any  car  in  an  airport  parking  lot  without 
having  the  key,"  says  Lief. 

Lief  was  sold  but  figured  he  couldn't  get 
venture  capital  to  fund  this  unproved  the- 
ory. So  he  raised  money  by  selling  half  the 
company  to  a  St.  Louis  life-sciences  software 
company  called  Tripos  for  $1  million.  He 
raised  another  $730,000  after  leasing  a 
building  in  San  Diego  with  a  two-year  op- 
tion to  buy  and  flipping  the  option  to  real 
estate  investment  trust  Alexandria  Realty. 
After  Behan  validated  his  unorthodox 
theories  in  a  series  of  experiments  in  the  lab, 
Lief  eventually  snared  $48  million  in  ven- 
ture funding  and  took  Arena  public  in  July 
2000,  raising  $124  million. 

Lorcaserin  works  by  stimulating  a 
serotonin  receptor  in  the  hypothalamus, 
a  part  of  the  brain  linked  to  the  control 
of  satiety  and  metabolism.  Fenfluramine, 


the  "fen"  in  fen-phen  (the  "phen"  is 
phentermine),  also  stimulates  serotonin 
but  in  a  much  broader  way,  hitting  sero- 
tonin receptors  throughout  the  body, 
including  a  type  on  the  outside  of  cells 
near  the  heart.  Studies  have  since  shown 
that  stimulating  the  latter  receptor  was 
the  reason  fen-phen  caused  heart  valve 
problems.  Arena  designed  lorcaserin  to 
steer  clear  of  the  problem  receptor.  Now 
it  has  to  prove  that  it  succeeded  at 
that  task. 

Some  experts  are  skeptical  that  a  drug 
can  really  have  a  dramatic  impact  on  reduc- 
ing obesity.  "There  are  those  holding  out  for 
the  magic  pill  or  the  obesity  gene,"  says  Dr. 
Donald  Hensrud,  a  preventive  medicine  spe- 
cialist at  the  Mayo  Clinic.  "I  don't  think  those 
are  going  to  be  the  answer.  We  need  to 
reengineer  the  environment  so  it  doesn't 
promote  weight  gain."  Others  are  more 
optimistic  about  lorcaserin.  Says  neuro- 
scientist  Hefti:  "Obesity  is  such  a  huge  prob- 
lem. Even  if  it  worked  moderately,  it  would 
be  a  good  thing."  F 
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ADVERTISING  ANALYTICS 


Ad  Vantage 

Should  Nissan  buy  ads  on  prime-time  TV 
or  on  YouTube?  It's  starting  to  figure 
out  which  media  outlets  drive  people 

to  dealerships  |  By  Joann  Muller 


jHE  MARKETING  DEPARTMENT 
at  Nissan  North  Americas  office 
in  Nashville  is  cluttered  with  23 
4-foot-wide  posters  covered 
with  colorful  boxes.  They 
vaguely  resemble  rectangular  composi- 
tions by  Piet  Mondrian,  but  Nissan  hopes 
they  make  its  advertising  more  science 
than  art:  The  posters  show  how  the  com- 
pany should  divvy  up  the  $930  million  it 
spends  to  advertise  each  of  its  Nissan  and 
Infiniti  vehicles  across  36  media  outlets— 
from  roadside  billboards  to  e-mail 
pitches.  Nearby,  statisticians  pore  oveij 
daily  reports  of  U.S.  ad  placements,  co^ 
sumer  awareness,  Web  hits  and  sales  tq 
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It's  a  snap  with  ScanSnapand  Rack2-Filei\ 


My  Fujitsu  ScanSnap  S5I0  scanner  turns  paper  into  profits.  With  the  touch  of  a  button  double-sided  documents 
become  PDFs,  business  cards  become  contacts.  It's  easy  to  install  and  fits  perfectly  where  my  inbox  used  to  be. 
Plus  it  comes  loaded  with  the  software  you'll  need  including  Rack2- Filer*,  the  revolutionary  e-filing  tool  from  Fujitsu, 
h  Rack2-Filer  store  your  documents  in  e-binders  for  easy  retrieval.  With  the  Fujitsu  ScanSnap  and  Rack2-Filer,  I'm  managing 
business  instead  of  managing  paper.  Visit  Fujitsu  at  http://us.fujitsu.com/scanners/D75  I  and  tell  us  how  you'll  ScanSnap. 
might  win  a  $100  American  Express  gift  check. 
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Advance 

EXCHANGE 


:e  and  maintenance  option  also  available. 

led  software  included  in  purchase  ($895  value) 


BP  Acrobat'  8.0  Standard 
tinder  3.0" 


ABBYY  FineReader*  for  ScanSnap 
ScanSnap  Organizer  3.1 


'y=  (trial  version  only) 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


co™?     InSlght     KprfMcom      PCNatiotf  _     PCO^ertiorr  PCMaM, 


1  Fujitsu  Computer  Products  of  America,  Inc.  All  rights  reserved.  Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  of  Fujitsu  Ltd.  Rack2-Filer  is  a  trademark  of  PFU.  Adobe  and  Acrobat  are  registered 
narks  of  Adobe  Systems  Incorporated  in  the  United  States  and/or  other  countries.  All  other  trademarks  are  the  property  of  their  respective  owners.  *  A  30-day  trial  version  of  Rack2-Filer  software  is 
:d  with  the  Fujitsu  ScanSnap. 


determine  which  ads  move  metal. 

Nissan  is  refining  an  ad-optimization 
program  that  tells  execs  which  ads  for  each 
new  model  of  car  and  truck  it  introduces  are 
swaying  its  target  audience,  and  which 
ones  are  duds.  The  analytical  tool,  created 
in-house,  helps  Nissan  plot  the  best  way  to 
reach  car  buyers  and,  when  necessary,  to 
quickly  change  important  campaigns  and 
media  plans  midcourse.  For  its  launch  later 
this  fall  of  the  Infiniti  EX  crossover  vehicle, 
which  it  hopes  will  appeal  as  much  to 
women  as  to  men,  it  may  mean  reallo- 
cating money  from  ESPN,  say,  to  Web  site 
Epicurious.  "We  have  to  deliver  the  right 
message  to  the  right  people  at  the  right  time, 
and  that  becomes  difficult  as  the  mediums 
become  so  proliferated,"  says  Mark 
McNabb,  senior  vice  president  of  sales  and 
marketing  for  Nissan  North  America. 

The  program  has  made  it  possible  for 
Nissan,  headed  by  Chief  Executive  Carlos 
Ghosn,  a  stickler  for  measurement  and  ac- 
countability, to  slash  its  per- vehicle  adver- 
tising cost  by  35%  over  the  past  five  years, 


We  have  to  deliver  the  right  message 
to  the  right  people  at  the  right  time. 


Nissan  has  said.  It  spent  about  $915  per 
vehicle  last  year,  according  to  ad- spending 
figures  from  tracker  TNS  Media  Intelli- 
gence. For  the  Nissan  brand  the  company  cut 
its  ad  budget  10%  to  $700  million  between 
2004  and  2006,  but  its  sales  volume  rose  5% 
over  the  same  period  to  898,000  units. 

The  media- modeling  tool  was  kicked 
into  high  gear  two  years  ago  when  Chad 
Jacoby,  senior  manager  of  Nissan's  Busi- 
ness Intelligence  Unit,  used  years  of  Nis- 
san's consumer  research  to  build  a  com- 
puter model  comparing  the  relationship 
of  each  phase  of  their  "purchase  funnel" — 
from  awareness  to  purchase  consideration 
to  a  transaction — to  the  phase  before  it. 
This  enabled  Nissan  to  predict  how  many 
consumers  who  say  they  are  considering 
the  brand  early  in  the  shopping  process 
will  eventually  buy  a  Nissan. 


Nissan  then  needed  to  figure  out  whe 
consumers  are  most  swayed  by  an  ad — ar 
what  type  of  pitch  is  ideal.  It's  still  workirl 
on  that:  After  it  buys  ad  time  and  space  f« 
an  individual  campaign,  Nissan  measur< 
consumer  attitudes  and  purchase  intentioi 
every  week  while  the  ads  run.  It  conduc 
a  ten-minute  online  survey  of  a  sample  • 
its  target  audience — 7,500  people  were  iiu 
eluded  in  a  recent  query — and  divid.| 
them  into  two  groups,  those  who  have  see 
ads  and  those  who've  missed  them.  It  the 
asks  if  they  have  trolled  the  Internet  for  c 
information,  visited  a  dealership  or  taken 
test  drive,  among  other  questions.  It  ab 
finds  out  where  people  have  seen  the  ads- 
on  TV,  in  print,  online  (or  in  some  comb 
nation  of  these).  The  company  then  con 
pares  the  answers  of  one  group  with  the  oth« 
The  differences  are  attributed  to  exposure 


1 8-wheel  air  freshener 


le  campaign.  This  helps  Nissan  figure  out 
ow  to  divvy  up  its  ad  budget.  It  now  knows 
lat  print  ads  can  sway  a  car  shopper  to  put 
Nissan  or  Infiniti  vehicle  on  his  or  her 
lopping  list.  Later,  when  a  prospect  is 
jmparing  prices  or  searching  for  a  dealer, 
nline  ads  are  most  effective. 

For  a  recent  car  launch  Nissan  tracked 
ow  ads  in  different  media  outlets  affected 
jnsumer  behavior.  It  spent  66%  of  its  ad 
adget  on  TV  commercials,  28%  on  print 
Is  and  6%  on  search  and  banner  ads  on 
le  Internet.  After  surveying  car  shoppers 
issan  found  out  that  53%  of  those  who 
iw  the  campaign  on  TV,  in  print  and 
nline  had  a  favorable  impression  of  the 
;hicle,  compared  with  37%  who  didn't  see 
ly  of  the  ads.  Among  those  surveyed, 
3%  of  respondents  who  saw  all  three 
pes  of  ads  said  they  intended  to  take  test 
rives,  while  only  9%  of  Nissan  ad  non- 
ewers  planned  test  spins.  The  model  also 
idicated  that  the  carmaker  would  have 
>ld  just  as  many  vehicles  but  spent  less  on 
ivertising  if  it  had  allocated  40%  of  its 


budget  to  print  and  dialed  back  spending 
on  TV  spots  to  54%  of  its  budget.  "The  cost 
implications  [of  that  conclusion]  are  huge," 
says  Stephen  Kerho,  Nissan's  director  of 
media  and  interactive  marketing. 

Until  2004  Nissan,  like  most  auto  giants, 
relied  primarily  on  syndicated  market 
research  to  determine  the  success  or  failure 
of  its  campaigns.  But  it  often  didn't  receive 
the  information  until  almost  a  year  after  a 
campaign  had  run  its  course.  By  then  a  new 
model  might  have  flopped  and  no  amount 
of  advertising  could  save  it.  Its  current  pro- 
gram, which  factors  in  information  provided 
by  ad  servers,  automotive  shopping  Weblets, 
dealership  traffic  data  and  consumer  surveys, 
generates  a  daily  status  report  that  lets 
executives  know  what's  working.  That's 
especially  important  as  Nissan  rolls  out  a 
slew  of  new  vehicles.  By  March  it  will  have 
launched  a  dozen  new  products  in  as  many 
months. 

Nissan  gets  smarter  with  each  new  ad 
effort.  By  comparing  sales  data  to  advertis- 
ing spending  over  time,  Nissan  can  plot  a 


demand  curve  showing  the  points  at  which 
a  campaign  starts  to  gain  and  lose  steam. 
This  allows  it  to  war-game  various  ad 
budgets  and  media  plans — evaluating  TV 
versus  print  ads,  say — for  different  target 
audiences. 

It's  also  giving  the  company  the  ability 
to  calculate  payback  by  type  of  media  out- 
let. Online  ads  are  most  profitable.  During 
a  recent  monthlong  Infiniti  promotion 
Nissan  recorded  19  million  online  ad 
impressions,  including  4. 1  million  Infiniti 
searches  through  Internet  portal  sites, 
1.9  million  e-mail  come-ons,  1.1  million 
unique  visitors  to  its  Web  site,  5,500  Inter- 
net leads  to  dealers  and  681  requests  for 
preapproved  financing.  Those  activities 
resulted  in  4,577  sales  of  new  Infiniti  vehi- 
cles, for  a  gross  profit  of  $18.75  per  mar- 
keting dollar  spent. 

Nissan  isn't  the  only  marketer  trying 
to  optimize  its  ad  buys,  but  company 
execs  say  rivals  are  envious  enough  of 
Nissan's  work  to  ask  if  they  can  bench- 
mark it.  No  way,  says  Nissan.  F 


Entrepreneur  of  the  Year 


Medicine 

Man 

Abaxis  has  an  elegant  machine  for  testing  blood 

quickly,  accurately  and  cheaply.  Making  it  all 
work  is  Clint  Severson's  miracle  |  By  David  Whelan 


About  bloody  time: 
It's  taken  almost 
two  years  for  Clint 
Severson  &  Co.  to 
get  the  new 
Piccolo  right. 


i  HE  LAST  YEAR  AND  A  HALF 
should  have  been  a  sweet  time  for  Abaxis.  The 
Union  City,  Calif,  medical  device  maker  finally 
delivered  on  its  flagship  product,  a  toaster-size 
machine  that  runs  a  battery  of  blood  tests  in 
minutes.  Patients  can  get  the  right  diagnosis 
before  they  walk  out  of  the  doctor's  office.  And 
physicians  can  add  a  little  extra  income  to  their 
HMO- wracked  bank  accounts.  Last  year  Abaxis 
started  closing  deals  with  60%  of  the  M.D.S  who 
had  demoed  the  $15,000  Piccolo  machine. 
Total  installations  jumped  from  200  to  1 ,000 — 
just  0.2%  of  all  doctors'  offices  in  America.  Still, 
it  seemed  a  great  start  to  conquering  the 


$5  billion-a-year  worldwide  market  for  blood 
chemistry. 

But  every  commercial  revolution  is  born 
out  of  pain  and  controversy.  Abaxis  has  often 
been  a  clumsy  midwife  to  its  own  baby.  For 
18  months  the  company  missed  out  on  100 
to  200  unit  sales  per  quarter  because  it 
couldn't  fill  orders;  one-third  of  its  machines 
had  defective  components  and  were 
returned.  Salesmen  had  good  leads  but  were 
distracted  dealing  with  unhappy  customers. 
Abaxis  Chief  Clinton  Severson  was  furious. 
The  company  he'd  brought  back  from  the 
dead  seemed  to  be  slipping  into  a  coma.  At 
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BEST-SMALL  COMPANIES  ABAXIS 
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QUICK 
READ 


A  few  drops  of  blood,  drawn  from  a 
vein  or  a  finger  prick,  are  inserted 
into  a  disc  that  can  test  for  up  to  14 
different  compounds  that  make  up 
blood  chemistry.  No  test  tubes — or 
centrifuge — required. 


2 


As  the  disc  spins,  plasma  separates 
from  red  blood  cells,  is  siphoned  into 
a  chamber,  diluted  and  spun  again 
before  mixing  with  chemical  reagent 
beads  and  getting  exposed  to  light. 
An  electronic  sensor  measures  the 
light's  wavelength  and  translates  the 
results  into  chemical  measurements. 


3 


After  12.5  minutes  the  Piccolo  machine 
spits  out  the  results  like  a  receipt 
from  a  cash  register,  along  with  a 
comparison  with  a  normal  range.  A 
doctor  can  follow  up  immediately 
with  the  appropriate  regimen. 


Friday  staff  meetings  executives  yelled  at 
one  another.  In  June  Severson  asked  his 
head  assembly  guy  to  prove  that  the 
failure  rate  was  slowing.  Soon  his  letter  of 
resignation  was  on  Severson's  desk. 

How  many  companies  could  survive 
with  such  an  MO— much  less  prosper?  Pil- 
ing promise  on  top  of  unfulfilled 
promise,  Abaxis  has  spent  $100  million  to 
develop  its  exceptional  machine.  Lawsuits, 
firings,  cash  shortages  and  operational 
mishaps  have  long  dogged  the  company 
Yet  under  Severson's  decadelong  run  the 
bickering  and  blunders  have  been 
channeled  into  remarkable  progress. 
When  he  joined  in  1996  the  company  wasj 
losing  $6  million  a  year  on  microscopic 
sales.  But  in  the  past  five  years  Abaxis  hasi 
bolted  forward,  its  sales  expanding  at  aj 
23%  annual  clip,  its  earnings  per  share  ani 
astonishing  94%.  In  the  12  months  ended 
in  June,  it  has  netted  $11  million  on  salesi 
of  $89  million.  Those  results  have  earned! 
it  the  number  1 1  spot  on  our  list  of  thei 
200  Best  Small  Companies.  Abaxis  has  the 
potential  to  become  a  prodigious  disrup- 
tive technology,  changing  the  nature  and! 
delivery  of  diagnostic  medicine.  Con- 
tentious, but  supremely  competent,  Sever- 
son is  FORBES'  entrepreneur  of  the  year. 

Abaxis  was  founded  in  1989  by  a  trid 
of  ambitious  scientists.  Gary  Stroy  had 
started  and  sold  two  medical  test  compa- 
nies; Richard  Leute  was  a  chemist  at  Syn- 
tex  (which  pioneered  the  birth  control 
pill);  Vladimir  Ostoich  did  electrical  engii 
neering  at  Hewlett-Packard.  Their  plan 
was  to  make  a  machine  that  could  take  a 
drop  of  blood  and  within  a  few  minutes 
give  readings  on  80  tests  used  bjfl 
physicians.  The  idea  required  building  a 
cartridge  that  mixed  blood  with  reagenl 
powders  and  used  electronic  sensors  tcj 
measure  analytes,  or  specific  chemicai 
compounds  like  glucose,  potassium  ancj 
telltale  enzymes  that  provide  clues  to 
organ  function.  Venture  capitalists- 
Sequoia  Capital  and  Hambrecht  &  Quisl 
among  them— put  in  $24  million. 

But  technical  problems  piled  up.  To 
avoid  the  time-consuming  process  of  spin- 
ning blood  in  a  centrifuge,  which  separata 
plasma  from  red  blood  cells,  a  dye  had  to 
be  added  to  whole-blood  samples.  Once 
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tur  future  client  in  Des  Moines  is  closer  than  you  think. 

u  can  always  rely  on  FedEx  Ground  to  reach  your  customers.  FedEx  Ground  offers 
|  st-effective,  reliable  delivery  in  as  fast  as  1  to  5  business  days  in  the  contiguous  U.S., 
ving  you  time  and  money.  And  whatever  your  shipping  needs  are,  FedEx  has  a 
lution  that  lets  you  focus  on  the  things  that  really  matter— like  growing  your  business, 
r  more  information,  go  to  fedex.com.  Relax,  it's  FedEx? 


Ground 


Maybe  it  was  the  bold  dream.  Maybe  it 
was  the  determination.  Maybe  it  was  the  crazy 
hours.  No  matter  how  you  created  your  wealth, 
you've  never  forgotten  where  you  came  from. 
Or  the  values  that  got  you  where  you  are  today. 
With  a  unique  understanding  of  the  things 
that  matter  most  to  you,  we  offer  a  personal 
approach  to  structuring  and  managing  wealth, 
designed  to  maximize  opportunity  and 
supported  by  a  depth  of  financial  and 
intellectual  capital  that's  rooted  in  over 


200  years  of  experience. 

WEALTH  MANAGEMENT 
FOR  TODAY'S  WEALTH:" 

WEALTH  STRUCTURING 
INVESTMENT  MANAGEMENT 

'  CREDIT  AND  BANKING 
LEGACY  AND  PHILANTHROPY 
MULTI-FAMILY  OFFICE 


U.S.  TRUSTS 


Bank  of  America  Private  Wealth  Management 


Trust,  Bank  of  America  Private  Wealth  Management  operates  through  Bank  of 
rica,  N,A.,  and  United  States  Trust  Company,  N.A.,  which  are  wholly  owned  subsidiaries  of 
l  of  America  Corporation.  Bank  of  America,  NA  and  United  States  Trust  Company,  N.A., 


rica  Corporation.  All  rights  reserved 


SUABLE  CAR  IN  HIS  COLLECTION  ISN'T  THE 
\&  COBRA  OR  THE  ASTON  MARTIN,  BUT 
A  1968  BUS. 
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74%  of  annual  revenue. 

The  contest  sometimes  turned  dirty. 
Abaxis  sent  around  a  flyer  claiming  that 
vets  could  get  cheaper  Idexx  slides  by 
purchasing  them  directly  from  J&J.  Idexx 
sued;  the  case  was  settled.  Severson  and 
his  direct  sales  force  tried  to  pick  off  cus- 
tomers one  by  one,  shipping  old  Idexx 
machines  they  replaced  to  Abaxis  head- 
quarters, where  they  piled  up  in  the  "tro- 
phy room"  on  the  factory  floor.  After 
Abaxis  began  hawking  a  new  disposable 
blood  test  for  heartworm,  a  shot  at 
Idexx's  bestselling  product,  its  Maine 
rival  sued  for  patent  infringement. 
Abaxis  paid  $250,000  in  a  settlement  and 


stopped  selling  the  test  in  2001. 

Abaxis  had  occasional  success  at  get- 
ting picked  up  by  distributors  but  claims 
it  would  then  get  bounced  out  by  Idexx. 
"We  got  their  customers,  so  they  went 
after  our  distributors,"  says  Severson.  It's 
all  part  of  the  game,  says  Jonathan  Ayers, 
Idexx's  chief.  "We  have  a  policy  where  if 
you  carry  our  diagnostics,  we  ask  you  to 
focus  exclusively  on  our  line,"  he  explains, 
adding  that  he  will  release  a  better  system 
next  year  that  won't  require  a  separate 
centrifuge. 

Severson  was  also  waging  war  on 
several  fronts  to  push  his  human  blood 
analyzers.  By  2003  Abaxis  was  finally 


Monkey  business: 
Vets  (and  animals  like 
orangutans)  saved 
Abaxis'  business. 

ready  to  apply  to  the  Food 
Drug  Administration  in  order 
get  approval  for  a  full  medica 
blood  panel — with  tests 
metabolism,  kidney  and  live 
function,  lipids  like  cholesterc 
and      electrolytes — coveriru 
roughly  95%  of  what  docton 
need  for  a  typical  workup.  Tha 
same  year  the  war  in  Iraq  bega 
and  gave  a  lift  to  Abaxis.  Th1 
military  ordered  a  few  hundre 
Piccolo  machines  to  use 
troops  deployed.  Since  then  th 
Defense  Department  has  bougl 
a  total  of  800. 

Pushing  the  device  beyon 
the  Pentagon  isn't  easy.  For  or 
thing,  Abaxis  has  to  reque 
a  CLIA  waiver  on  licensir 
each  time  it  develops  a  ne 
application.  For  another,  it  mu| 
get  its  machines  into  doctor 
offices.  The  company  has  signe 
up  the  five  largest  wholesale 
(McKesson,  Cardinal,  Hem 
Schein,  PSS/World  Medic 
Thermo  Fisher)  to  find  mo 
physicians.  Sometimes  t 
challenge  is  to  match  a  Picco 
application  to  a  medical  sp 
cialty — oncologists,  say,  wr 
need  lots  of  lab  work  befo 
administering  chemotherapy, 
cardiologists,  who  might  buy  a  machii 
for  its  quick  lipid  readings. 

A  further  obstacle  to  sales:  old  habi 
Most  docs  still  draw  blood,  label  the  te 
tubes  and  leave  them  out  to  be  picked  i 
by  the  likes  of  Quest  Diagnostics,  Lab  Con 
or  a  neighborhood  hospital.  The  big  la  * 
are  filled  with  machines,  typically  ma< 
by  Roche-Hitachi  or  Olympus,  which  c; 
trace  their  origins  to  spectrophotomete 
designed  midcentury  by  electrical  en§ 
neer  Joseph  Coulter.  Some  larger  practic 
have  their  own  labs  that  do  spectrophot 
metric  analysis  on  slides  using  small 
machines  sold  by  Johnson  &  Johnson  ai 
AJfa  Wassermann,  among  others. 
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Abaxis  can't  carry  as  many  tests  as  the 
ig  boys;  it  doesn't  count  blood  cells,  for 
xample.  It  has  a  few  smaller  competitors 
jr  so-called  point-of-care  (that  is,  in- 
ffice)  blood  work.  Among  them:  I-Stat, 
wned  by  Abbott  Laboratories,  which 
lakes  a  handheld  device  for  basic  chem- 
;try  that  uses  so-called  ion-selective 
lembranes,  and  Cholestech,  which  has  a 
pids  testing  machine  and  relies  on  a  glu- 
ameterlike  optical  reflection  technology. 


pregnancy  and  chlamydia.  This  little 
company  is  on  the  cusp  of  something 
very  exciting.  "In  ten  years  we  will  have 
nanotech  chips  that  can  measure  2,000 
to  3,000  blood  proteins  at  once,"  says 
Dr.  Leroy  Hood,  a  genomics  expert  and 
head  of  the  Institute  for  Systems  Biology 
in  Seattle.  "For  each  of  the  50  major 
organs  there  will  be  50  or  so  proteins  that 
make  up  a  molecular  fingerprint.  By 
analyzing  these  fingerprints,  we  can  scan 


base  and  sell  more  discs  or  concentrate  on 
rounding  up  new  customers?  The  com- 
pany has  12  full-time  medical  salesmen. 
Ostoich,  who  manages  international  sales, 
wants  to  add  people;  Severson  doesn't. 

The  company  sidelined  its  debate  on 
strategic  issues  earlier  this  year.  As  so 
often  in  the  past,  it  had  to  deal  with  pro- 
duction problems — faulty  components — 
in  the  Piccolo.  Severson  concedes  the 
hiccup  probably  resulted  in  $20  million 


Severson  concedes  the  hiccup  probably  resulted 
in  $20  million  in  MISSED 


NT  TF. 


»f  course  there  are  plenty  of  companies 
taking  simple  throwaway  tests  for  preg- 
ancy,  strep  throat  and  so  on. 

Once  it  gets  in  the  physician's  door, 
baxis  has  a  relatively  easy  case  to  make: 
he  Piccolo's  results  are  quick  and 
ixurate,  and  internists  and  family  doctors, 
,  ho  might  use  a  half-dozen  disks  a  day, 
in  recoup  their  investments  in  a  hurry, 
jhe  company  claims  that  a  single  machine 
I  in  add  $50,000  a  year  to  a  multidoctor 
jractice,  though  that  number  is  a  tad 
ispect.  It  reasonably  assumes  $15,000  in 
j'oss  revenue  ( 1 ,000  tests  a  year,  or  an 
I'erage  five  discs  a  day,  reimbursed  at  $15 
lich),  or  a  net  of  $5,000  (since  the  average 
i)St  of  a  disc  is  $10).  But  the  sales  pitch 
iso  hypothesizes  a  $35,000-a-year  savings 
i  "greater  efficiency" — in  fewer  hassles 
i  ith  field  labs  and  less  time  spent  on  the 
lone  reporting  results  to  patients, 
udeed,  at  a  family  practice  in  Sherman, 
ex.  before  buying  a  Piccolo,  the  nurse  and 
jfice  manager  often  stayed  until  8  p.m. 
i.lling  patients  with  such  information, 
lying  one  machine  saved  15  hours  a 
<eek.  "It  pays  for  itself,"  says  Becky 
I  nders,  who  manages  the  practice. 

Ostoich  would  like  to  see  the  company 
'end  more  on  R&D— currently  $6  mil- 
;>n,  or  7%  of  revenue.  "Why  [else]  do  we 
live  $65  million  in  cash?"  he  asks.  "Vlad 
;lks  about  all  the  blue-sky  stuftT  Severson 
iys,  affectionately. 

.  Still,  Ostoich  has  a  point.  The  Piccolo 
mid  be  a  great  delivery  system  for  a 
ide  spectrum  of  tests,  including  strep, 


the  entire  individual  for  disease.  This  will 
be  done  with  a  device  that  can  prick 
your  thumb  and  take  one  drop  of  blood; 
the  information  will  be  transmitted  to 
doctors  and  read." 

The  question  is  how  Abaxis  should 
make  itself  ready  for  this  brave  new  world. 
Should  it  spend  more  on  research?  Accel- 
erate new  applications?  Focus  on  its  user 


in  missed  revenue.  "We  have  succeeded 
despite  ourselves,"  groans  Ostoich. 

Severson  thinks  the  worst  is  behind. 
His  aim  is  to  double  earnings  per  share 
over  the  next  couple  of  years  and  move 
closer  to  a  10%  slice  of  the  market  for 
blood  chemistry.  Both  goals  sound 
achievable.  But  at  Abaxis,  getting  there  is 
likely  to  be  a  long  and  bloody  process.  F 
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ALLY  J.  SMITH,  CHIEF  EXECUTIVE  OF  BUFFALO 
Wild  Wings,  calls  it  "carpet  time" — the  25  or  so  visits  to  the 
chains  restaurants  that  she  and  her  lieutenants  make  every 
month.  Recently  she  crisscrossed  Dallas,  eating  lunch  and 
dinner  at  5  of  the  areas  12  outlets,  sampling  the  new  menu 
items  she  helped  pick  out  (like  the  pulled-pork  sandwich) 
and  making  sure  the  old  TVs  were  being  replaced  with  hi- 
def  plasma  sets.  Not  long  afterward  Judith  Shoulak,  her 
operations  chief,  was  spending  a  week  in  Columbus, 
Chicago  and  Minneapolis  (home  base),  where  she  was 
making  sandwiches  and  baking  peanut  butter  chocolate 
pies  in  the  kitchen.  Without  introducing  herself,  she  often 
sidles  up  to  customers  at  the  bar  to  get  their  feedback. 

"I  definitely  can't  sit  back  and  relax,"  says  Smith.  "We 
have  to  reinvent  ourselves  every  day."  An  accountant  by 
training,  Smith  had  spent  three  years  as  a  tax  specialist  at 
KPMG.  In  1994  she  was  called  in  to  winch  a  deeply  trou- 
bled business  out  of  the  ditch.  "The  challenges  have 
changed  in  the  13  years,  but  the  getting  out  and  seeing  the 
restaurants  and  really  understanding  the  guests  is  just  as 
important."  Making  carpet  calls  is  getting  tougher:  The 
chain  has  since  exploded  from  30  to  465  restaurants  in 
37  states. 

Smith,  49,  seems  to  be  in  perpetual  turnaround.  Out  of 
long  habit,  she  constantly  worries  about  details,  whether 
the  14  different  sauces  for  chicken  wings  or  the  neighbor- 


"I  can't  sit  back 
and  relax":  Sally 

Smith  and  her 
executive  group 
keep  tinkering  at 

the  margins. 


Girls' 

Night  Out 

With  women  in  charge,  sports  bar  and 

restaurant  Buffalo  Wild  Wings  has  become 
one  hot  franchise  |  By  Claire  Cain  Miller 
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KF.ST  SMAT.I  COMPANIFS     BUFFALO  WILD  WINGS 


hood  demographics  of  a  potential  new 
site.  She  has  surrounded  herself  with  like- 
minded,  obsessive  executives  who  share 
her  bent  for  experimentation.  Five  of  six 
higher-ups  are  women — fitting  redeemers 
of  a  sports  bar  founded  and  nearly  lost  by 
two  bad  boys. 

Buffalo  Wild  Wings  has  stayed  some- 
thing of  a  guy's  scene  but  has  also  become 
more  family  friendly.  Din- 
ers can  request  Nascar  and 
ESPN  on  the  big  screen — 
or  cartoons.  There's  loud 
jukebox  music  piped 
through  the  restaurant 
and  into  the  parking  lot, 
but  there  are  videogames 
and  e-trivia  contests,  too.  There  are  wings, 
as  well  as  sandwiches  and  salads.  And  beer. 
Lots  of  beer.  It  works:  While  most  casual- 
dining  chains  are  having  their  worst  year  in 
a  decade — same-store  sales  are  declining 
1%,  according  to  research  firm  Technomic, 
thanks  to  high  gas  costs  and  less  disposable 
income — Buffalo  Wild  Wings  is  thriving. 
Its  same- store  sales  are  up  8.4%  from  a  year 
ago  at  company-owned  units,  and  ahead 
3.7%  at  franchisee-owned  joints. 


IRS  got  wind  of  the  shenanigans,  and  the 
duo  had  to  work  out  a  repayment  plan, 
plus  pay  a  fine. 

By  1994  the  chain  had  grown  to  30 
restaurants  on  the  backs  of  franchisees, 
but  finances  were  in  disarray,  and  the 
company -was  losing  money.  Disbrow's 
father-in-law,  Kenneth  Dahlberg,  founder 
of  Dahlberg  Electronics,  offered  to  invest 


simple  changes,  like  a  new  name — Buffalc 
Wild  Wings  Grill  &  Bar— and  creating  £ 
logo  (what  else?  a  buffalo  with  wings) 
Smith  wanted  franchisees  to  pay  for  a  face 
lift,  raising  ceilings,  installing  brightei 
lights,  slapping  on  paint  and  separating  th< 
bar  and  dining  areas  so  families  could  ea 
apart  from  rowdy  frat  boys.  Slowly  th 
chain  opened  restaurants  in  suburbs  anc 


"We  didn't  know  how  to  grow.  At  a  certain 

point,  you  know  you're  getting 
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if  they  would  agree  to  outside  help.  He 
introduced  them  to  Sally  Smith,  who 
worked  for  him  as  finance  chief  of 
Dahlberg's  hearing  aid  unit,  Miracle-Ear. 
"We  didn't  know  how  to  grow,"  recalls 
Lowery,  who  left  the  company  in  2004.  "At 
a  certain  point,  you  know  you're  getting 
beyond  your  limits." 

And  how.  Smith  says  financial  records 
were  such  a  mess  she  couldn't  initially  fig- 
ure out  sales  for  1994,  or  put  her  hands  on 


Since  going  public  in  2003 
the  company  has  expanded  its 
revenue  an  average  annual 
30%,  its  net  profit  66%.  In 
the  12  months  ending  in  June, 
it  earned  $20  million  on  revenue  of 
$308  million.  It  ranks  number  27  on  our 
list  of  the  200  Best  Small  Companies. 

Buffalo  Wild  Wings  was  founded  in 
1982  by  childhood  friends  Jim  W.  Dis- 
brow  and  Scott  Lowery.  With  $35,000 
they  opened  a  place  near  Ohio  State  Uni- 
versity. For  two  years  they  struggled  to  pay 
the  landlord,  their  suppliers  and  creditors. 
Once  they  hired  a  staff  they  used  the 
money  they  withheld  from  employees' 
paychecks  to  open  new  restaurants 
instead  of  remitting  it  to  Uncle  Sam.  The 


Still  spicy: 
remaining  some- 
thing of  a  guy's 
scene  but  more 
family  friendly. 


bank  accounts  or  equipment 
leases  with  franchisees.  And  the 
IRS  was  investigating  again.  The 
founders  had  paid  their  taxes  but 
screwed  up  the  paperwork  It  took 
Smith  and  Mary  Twinem,  a  colleague  from 
Miracle-Ear  and  now  the  chief  financial 
officer,  a  year  to  dig  out. 

The  franchise  system  was  a  shambles, 
too.  The  only  thing  store  operators  had  in 
common  was  serving  wings.  They  made 
up  their  own  ads  and,  in  many  cases,  ne- 
glected to  pay  franchise  fees  and  royalties 
on  time. 

Smith  and  Twinem  put  a  quick  end  to 
all  that  but  still  needed  cash  to  overhaul  the 
chain.  After  bankers  and  private  investors 
turned  them  down,  they  concentrated  on 


■- 

fast-growing  sprawlburbs  like  Burleson 
Tex.  and  Fort  Wayne,  Ind.  Smith  addec 
table  service  and  broadened  the  menu  tc 
include  burgers  and  desserts  (and,  later 
grilled-chicken  salads,  veggie  burgers  anc 
fish  sandwiches).  Sales  picked  up  33%  ii 
1995,  and  Buffalo  Wild  Wings  shifted  intc 
the  black 

Expansion  still  required  outside  capital 
and  Smith  had  a  hard  go  of  it.  Her  attemp 
to  go  public  in  1998  ended  in  failure:  Th 
Asian  debt  crisis  helped  kill  the  road  shov 
after  only  four  days.  Finally,  in  late  2003 
the  company  raised  $50  million  in  an  ini 
tial  offering.  Smith  rushed  to  open  units  a 
a  pace  far  greater  than  before,  simultane 
ously  pushing  into  new  territory  on  fou 
fronts:  Atlanta,  Dallas,  Denver  and  severa 
cities  in  North  Carolina. 

Too  much,  too  fast.  Buffalo  Wil 
Wings  hired  way  too  many  staffers  base* 
on  revenue  projections  that  didn't  materi 
alize.  Foot  traffic  was  minuscule  becaus. 
people  in  the  area  had  never  heard  of  th 
chain,  and  Smith  didn't  have  the  mone- 
to  advertise.  "You  cannot  enter  fou 
brand  new  markets  at  once,"  Smitl 
concludes.  To  keep  from  falling  asleep  a 
the  controls,  she  has  implemented  a  stric 
checklist:  All  construction  must  be  com 
pleted  before  training  begins;  manager 
undergo  12  weeks  of  instruction  before 
new  store  opens,  during  which  they  pro 
vide  weekly  progress  calls  to  headquar 
ters,  and  monthly  checkups  thereafter 
Smith  herself  scopes  out  prospective  site 
and  will  open  company-owned  stores  ii 
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ust  one  new  market  each  year.  The  con- 
rols  have  rationalized,  not  choked  off, 
;rowth.  In  the  last  three  years  store  count 
ose  a  mere  75%. 

One  often  overlooked  key  to  smooth 
xpansion:  listening  to  franchisees,  who,  in 
he  case  of  Buffalo  Wild  Wings,  own  two- 
hirds  of  all  stores.  "Franchisees  want  a 
;ood  relationship,"  says  William  Welter, 
vho  owns  nine  Las  Vegas  units.  "They 
von  t  grow  for  you  if  they're  upset."  Welter 
hould  know;  he  spent  eight  years  in 
harge  of  marketing  at  Wendy's,  known  for 
ts  restive  franchisees. 

Smith  tries  to  be  all  ears.  When  Welter 
>ushed  for  improvements  in  the  take-out 
•usiness,  Smith  switched  to  foam  contain- 
rs  instead  of  cardboard,  which  got  soggy 
rom  the  wings.  She  also  went  for  metal 
itensils,  instead  of  plastic,  for  sit-down 
liners  (courtesy  of  franchisees  in  Indiana 
nd  Illinois).  She  has  backed  off  in  the  face 
if  strong  opposition.  When  Smith  lobbied 
or  a  new  restaurant  redesign,  franchisees 
lushed  back.  It  would  have  cost  them  as 


much  as  $1.4  million  per  outlet— making 
it  much  tougher  for  them  to  recoup  their 
investment.  (A  typical  franchisee  nets  10% 
to  15%  on  annual  sales  of  $2.3  million.) 
Smith  relented  and  capped  remodels  at 
$235,000  per  unit. 

Buffalo  Wild  Wings  tries  to  accom- 
modate its  other  customers,  too — the 
ones  who  spend  $10  or  $15  each  when 
they  sit  down  to  eat.  Families  can  push 
tables  together  and  stay  as  long  as  they 
like.  (Smith  figures  the  extra  leisure 
results  in  bigger  tabs  for  food  and  beer, 
more  than  making  up  whatever  extra  vol- 
ume she'd  get  in  quicker  turnover  of 
tables.)  No  one  cares  if  your  kids  run 
around  the  place  or  make  a  mess. 

Diners  can  entertain  themselves  with 
free  Wi-Fi  connections  and  electronic  trivia 
contests  (true  or  false:  "The  urinal  cake  was 
actually  invented  by  a  baker";  "chickens  were 
introduced  to  the  New  World  by  Christo- 
pher Columbus").  You  can  change  channels 
on  the  big  screen  or  play  a  tape  of  your  kid's 
Little  League  game. 


Customers  had  better  be  happy.  Smith 
wants  to  double  the  size  of  the  chain 
in  five  years.  With  $71  million  in  the 
bank,  she  also  intends  to  buy  out  certain 
franchisees. 

A  more  immediate  challenge:  the 
wholesale  price  of  chicken  wings,  which 
accounts  for  24%  of  the  chain's  cost  of 
sales.  Buffalo  Wild  Wings  buys  950,000 
pounds  a  year,  and  the  average  going  rate 
is  $1.49  today,  up  from  $1.17  a  year  ago. 
It's  tough  to  pass  increased  costs  along  to 
diners,  especially  since  Smith  raised  menu 
prices  2%  to  3%  last  winter.  So  she'll  prob- 
ably have  to  lean  on  franchisees. 

They're  already  absorbing  greater  mar- 
keting costs.  Smith  has  increased  ad  spend- 
ing 40%  this  year  to  $30  million,  much  of  it 
to  sports  channels  on  cable  TV  and  radio. 
Franchisees  kick  in  3%  of  sales  to  the  ad 
fund  and  would  almost  certainly  balk  at 
contributing  more. 

"We're  always  competing  for  the 
food  dollar,"  says  Smith.  And  for  scarce 
capital.  F 


The  size  of  our  clients  varies. 

The  size  of  our  commitment  doesn't. 


Whatever  the  size  of  your  deal,  whatever  the  size  of  your  company,  you  can  expect  top-tier  execution  from 
UBS.  That's  why  we're  a  leader  in  the  global  capital  markets.  Our  recent  successful  deals  include  bookrunning 
both  Quicksilver  Gas  Services'  $105.0  million  and  Fosun  International's  $1.5  billion  IPOs,  and  BBVA's  €3.2  billion 
convertible  bond  offering.  Plus,  as  one  of  the  largest  distributors  of  equities  globally,  we  offer  a  keen 
understanding  of  investor  needs  so  we  can  advise  you  accordingly.  Big,  small  or  in-between,  you  can  be 
confident  of  success  with  UBS  and  a  relationship  called  "You  &  Us." 


Investment 
Bank 


You  &  Us 


UBS 


e  U.S.,  securities  underwriting,  trading  and  brokerage  activities  and  M&A  advisor  activities  are  provided  by  UBS  Securities  LLC,  a  registered  broker-dealer  that  is  a  wholly  owned 
diary  of  UBS  AG,  a  member  of  the  New  York  Stock  Exchange  and  other  principal  exchanges,  and  a  member  of  SIPC.  This  announcement  does  not  constitute  an  offer  to  sell  or  the 
tation  of  an  offer  to  buy  any  of  these  securities  The  BBVA  transaction  mentioned  above  has  not  been  registered  under  the  Securities  Art  of  1933,  as  amended  (the  "Securities  Art"), 
ite  securities  laws  and,  unless  so  registered,  may  not  be  offered  or  sold  in  the  United  States  except  pursuant  to  an  exemption  from  the  registration  requirements  of  the  Securities  Art 
ipplicable  state  securities  laws  and  in  such  circumstances  as  may  be  permitted  by  applicable  law  ©  UBS  2007.  All  rights  reserved. 
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Exceedingly  precise 
machinery,  honestly: 
Cloues  and  one  of 
K-Tron's  bulk-solids 
pumps.  They  range  in 

size  from  a  waste- 
basket  to  a  VW  Beetle. 


WELVE  MILES  SOUTH  O 
Philadelphia,  on  the  outskirts  of  Pitmar 
N.J.  (pop.  9,331),  K-Tron  International  : 
making  your  breakfast.  The  58-year-olj 
manufacturer  produces  a  device  that  cat 
stuff  cereal  boxes  at  the  rate  of  5,00 
boxes  an  hour  without  cracking  a  singl 
cornflake.  It  also  makes  machines  tha 
measure  out  the  appropriate  amounts  c 
powder  in  pills,  baking  soda  in  diaper; 
whitener  in  toothpaste  or  nougat  i 
candy  bars.  Ranging  in  size  from 
wastepaper  basket  to  a  Volkswage 
Beetle,  its  contraptions,  known  as  feeder 
weigh  and  distribute  ingredients.  S) 
accurate  are  K-Trons  scales  that  sales  rep 
like  to  step  on  them,  hand  clients  a  bus; 
ness  card  and  watch  their  faces  while  th 
difference  in  weight  is  registered.  Ove 
the  past  four  years  K-Tron  has  als 
expanded  into  more-muscular  equipmei 
that  crushes  coal. 

Synergy?  That's  not  a  word  you  hes 
very  often  on  the  shop  floor.  Yet  Chu 
Executive  Edward  B.  Cloues  II,  a  fornW 
M&A  lawyer  at  Morgan,  Lewis  &  Bockk 
in  Philadelphia,  keeps  this  outfit  hum 


ounted,  Weighed 

■      ■    ■  ■ 


Divided 


Why  Ed  Cloues  gets  excited 

about  measuring  machines. 

By  Zack  O'Malley  Greenburg 
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"2,500,000  prints  with  no  breakdowns. 
We've  never  seen  reliability  like  this." 


YOUR  MFP 


KYOCERA  KM-8030 


hen  are  you  going  to  make  your  move? 


<TIFICATE  OF  RELIABILITY 

2,500,000  PRINTS 

Buyers  Laboratory  Inc. 


We  Don't  Just  Claim  Reliabilty,  We  Prove  It! 

Everyone  claims  to  be  reliable.  But  only  a  real-world  test 
proves  it.  That's  why  Kyocera  asked  the  independent 
authority  of  Buyers  Laboratory  Inc.®  to  put  the  Kyocera 
KM-8030  through  a  demanding  test:  20,000  pages  per  day, 
printing  and  copying,  over  a  wide  range  of  sizes,  settings, 
modes,  with  only  scheduled  preventive  maintenance. 

results?  2,500,000  prints  -  0  breakdowns.  BLI  has  never  seen  anything  like  it, 
irming  that  the  KM-8030,  "gave  a  reliability  performance  that  was  virtually  flawless  -  a 
'  impressive  feat."  The  award-winning  reliability  of  Kyocera  printers,  copiers  and  MFP's. 
t  our  website  to  find  a  dealer  near  you:  www.kyoceramita.com 


The  New  Value  Frontier 

i%  KyocERa 


ised  on  an  independent,  commissioned  study  of  extended-term  reliability  administered  by  BLI.  The  test  simulated  actual  office  conditions  and  work  documents. 

YOCERA  MIT*  CORPORATION  KYOCERA  MITA  AMERICA,  INC.  "People  FriendlyHhe  New  Value  Frontier;  the  Kyocera  "smile' dud  the  Kyocera  logo  are  trademarks  of  Kyocera. 
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ming.  In  the  12  months  ended  in  June, 
K-Tron  netted  $17.3  million  on  sales  of 
$174  million,  and  earned  the  number  19 
spot  on  our  list  of  the  200  Best  Small 
Companies.  K-Tron,  says  Cloues  (pro- 
nounced "clowz"),  has  "all  the  problems 
GE  has" — meaning,  a  passel  of  different 
businesses  and  lots  of  competition — "but 


ble.  The  main  culprit  was  a  acquisition 
that  looked  like  a  good  idea  at  the  time. 
In  1992  it  spent  $13  million  to  buy 
Colortronic  GmbH  I  Friedric'hsdorf, 
Germany,  which  n  e  blending  equip- 
ment and  convf  ■  ing  systems  for  the 
plastics  indust'  (  olortronic  increased 
K-Tron's  rev»  nue  by  46%,  but  it  added 


"Ed  is  like  Warren  Buffett— if  it  isn't  a  fat 

Pitch.  HF  WON'T  SWING  " 


only  a  fraction  of  the  resources."  Which 
forces  Cloues  to  be  very  resourceful  him- 
self, squeezing  out  efficiencies  where  he 
can,  negotiating  for  two  years  to  complete 
a  couple  of  acquisitions  without  budging 
on  his  initial  price,  expanding  operations 
abroad.  That's  helped  with  labor  costs 
when  the  dollar  is  strong  and  with  finding 
customers  abroad  when  the  greenback  is 
weak.  "We  used  to  be  a  series  of  small 
companies  strung  together,  following  our 
customers  around  the  world,"  says  Cloues, 
59.  "When  I  came  in,  I  wanted  to  make  a 
true  global  business.  After  a  year  I  finally 
got  up  the  courage  to  do  it." 

A  casual  visitor  to  the  bare-bones 
company  headquarters  might  take  the 
"international"  part  of  K-Tron's  name  as 
an  afterthought.  Above  the  lobby  a  dozen 
or  so  flags  of  other  countries  are  draped 
over  the  edge  of  a  balcony.  In  back  you'll 
find  the  machine  assembly  plant  and  a 
wing  leased  to  one  of  K-Tron's  vendors. 
But  this  little  outfit  is  truly  global.  It  has 
wholly  owned  operations  in  the  U.S., 
Switzerland,  the  U.K.,  Germany,  France, 
China  and  Singapore.  Clients  include 
General  Mills,  DuPont,  Dow  Chemical, 
MasterFoods  (Mars),  Merck,  Pfizer,  Nestie 
and  Saudi  Basic  Industries  (which  recentiy 
bought  GE's  plastics  division). 

K-Tron  began  life  in  1949  as  a  maker 
of  pneumatic  scales,  moving  a  couple  of 
decades  later  into  digitally  controlled 
feeders.  It  got  a  taste  of  the  international 
life  in  1975  when  it  swallowed  Soder  AG,  a 
Swiss  company  founded  in  1900  as  a  man- 
ufacturer of  mills  for  the  food  industry. 

The  company  zipped  along  until  the 
mid-1990s,  when  it  got  into  serious  trou- 


$30  million  in  debt,  twice  K-Tron's 
Ebitda  for  1992.  "That  deal  almost  sunk 
K-Tron,"  says  Cloues,  who  was  a  board 
member  at  the  time — and  received  a 
distress  signal. 

The  handwriting  on  the  wall  came 
from  Leo  C.  Beebe,  K-Tron's  chairman  at 
the  time,  who  had  spent  28  years  as  Henry 


Ford  lis  adviser.  Colortronic 
was  losing  money,  and  its  Ger- 
man bankers  were  mreatening 
foreclosure.  Could  Cloues  help 
sell  Colortronic  to  Marcel  Rohr  who,  as  a 
former  K-Tron  executive,  had  originally 
engineered  the  purchase  of  the  company? 
Still  outside  counsel,  Cloues  worked 
18-hour  days  during  one  week,  then  flew 
to  Zurich  for  20  consecutive  hours  of 
negotiations  on  the  division  of  the  empire. 
The  $9  million  sale  (plus  the  assumption 
by  Colortronic  of  $14  million  in  debt) 
went  through,  he  says,  three  hours 
before  German  creditors  were  set  to  pull 
the  plug. 

Cloues,  who  became  chief  executive  in 


K-Tron's  crushers  can 
process  2,500  tons  of 
yard-long  chunks  of 
coal  every  hour. 


1998,  spent  a  good  part  of  his  early  tenure 
reorganizing  K-Tron,  outsourcing  expensive 
processes  like  metal  bending  and  getting  rid 
of  assets— selectively.  In  2001  he  sold  Hasler; 
a  cement  feeding  business,  to  MJ  Enterprises 
of  Eveque,  France.  The  $2.3  million  sale 
required  a  one-time  writedown  of  $800,000. 
But  Cloues  got  paid  in  Swiss  francs 
and  agreed  to  defer 
three-quarters  of  the 
purchase  price  over  seven 
years;  since  then  francs 
have  appreciated  42% 
against  the  dollar. 
"We  certainly  can  take  advantage  ol 
currency  strength  in  one  location  versus 
another,"  says  Chief  Financial  Officer  Ronald 
Remick,  who  came  over  to  K-Tron  in  1999 
from  what  was  then  known  as  Arco  Chem* 
icaL  "And  as  the  dollar  weakens,  foreign 
companies  are  better  able  to  afford  our  prod' 
ucts.  Some  people  think  a  weak  dollar  is 
terrible,  but  for  an 
porters  like  us,  it's  nol 
a  bad  deal  at  all."  In- 
deed not.  From  2004 
to  2006  K-Tron  drew 
between  34%  an< 
43%  of  its  revenue 
from  abroad.  For  th« 
first  half  of  this  yeai 
the  figure  was  36% 
The  $3.5  million  ac 
quisition  in  March  oi 
Wuxi  Chenghao  Ma 
chinery,  a  maker  o: 
feeders  for  the  plastic 
and  chemicals  industries,  will 
give  K-Tron  a  domestic  cus- 
tomer base  in  China,  where  r 
had  only  a  service  center,  and « 
low-cost  source  of  labor. 

"We  recognize  that  the  companies  w< 
have  are  limited  in  organic  growth  poten 
tial,"  Cloues  admits.  "The  growth  come 
from  combining." 

That  sort  of  thinking  prompted  hin 
to  peek  outside  the  world  of  feeders  anc 
make  a  bid  for  Pennsylvania  Crusher, ; 
Broomall,  Pa.  maker  of  coal-crunchinj 
machines  sold  to  big  utilities,  witl 
80%-plus  of  that  market.  On  the  face  o 
it  crushers  don't  have  much  in  commoi 
with  machines  that  weigh  and  distrib 
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From  departure  to  arrival,  there's  som 


.'ICC  in  Servi'     Because  we  know  that  compromise  is  not  your  game, 
rovide  only  the  best  quality  and  services  whether  it  be  on-ground  or  in-air. 


Excellence  in  Flight 

KSREANAIR 
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ute  small  ingredients — other  than 
the  fact  that  both  rely  on  a  disc  to  rotate 
materials  through  a  device  and  spit 
them  out  on  the  other  side.  But  Cloues 
had  vowed  to  double  revenues  in 
five  years. 

Penn  Crusher  turned  down  K-Tron's 
offer  of  $23.5  million.  Cloues  didn't  back 
down,  and  didn't  up  his  bid.  Two  years 
later  Penn  Crusher  agreed  to  the  deal 
because  the  majority  shareholder  was 
getting  on  in  years  and  decided  to  do 
some  estate  planning.  K-Tron's  revenue 
immediately  jumped  39%. 

Last  year  Cloues  pounced  on  another 
"size  reduction"  company.  For  years  he'd 
had  his  eye  on  Gundlach  of  Belleville,  111., 
a  sometime  competitor  of  Penn  Crusher. 
But  he  recognized  that  while  both  earned 
their  supper  by  crushing  rocks,  Penn 
Crusher  sold  all  of  its  machines  to  electric 
utilities,  while  Gundlach  sold  to  mines; 
the  two  had  almost  no  redundancy. 
Cloues  closed  in  at  $9  million. 

"Ed  is  like  Warren  Buffett — if  it  isn't  a 
fat  pitch,  he  won't  swing,"  says  Preston  Athey, 
whose  T.  Rowe  Price  Small-Cap  Value 
Fund  has  owned  K-Tron  stock  since  the 
company  went  public  in  1980.  Today  T. 
Rowe  is  the  company's  largest  shareholder, 
with  9.5%,  worth  a  recent  $25  million. 
Cloues,  who  holds  7.1%,  is  worth  $18  mil- 
lion on  paper.  Hard  to  begrudge  that,  since 
the  stock  has  climbed  an  average  19%  a  year 
since  he  took  over. 

Public  though  his  company  is,  Cloues 
doesn't  seek  exposure.  There  are  no  con- 
ference calls.  Not  a  single  analyst  covers 
the  company.  Cloues  is  genuinely  a  family 
guy;  he  didn't  bite  at  Jack  Welch's  offer  to 
join  the  executive  ranks  at  GE  Plastics 
because  he  didn't  want  to  uproot  his  wife 
and  kids.  He  still  goes  up  to  his  home  state 
of  New  Hampshire  to  visit  his  elderly 
mother  and  camps  there  in  the  summer 
with  spouse,  Mary,  and  Matthew  and 
Betsy,  who  are  now  grown.  And  as  for 
K-Tron,  whose  annual  sales  have  chugged 
along  at  17%  over  the  last  five  years,  "We'd 
like  to  continue  doing  exactly  what  we're 
doing,"  says  Cloues. 

T.  Rowe's  Athey  hopes  so,  too.  The 
fund  manager  leaves  the  same  voice  mail 
once  a  year:  "Ed,  please  don't  retire."  F 


What's  New 

A 

*JL»  LL  IS  CHANGE,"  EURIPIDES  WROTE 
2,400-plus  years  ago  in  his  tragedy  Heracles.  He  was 
dramatizing  the  terrible  vicissitudes  that  can  undo  the 
greatest  of  men.  But  he  might  have  been  discussing 
the  state  of  play  in  entrepreneurial  America.  This  year 
we  welcome  112  new  members  to  our  200  Best  Small 
Companies  list.  It  may  sound  like  a  lot,  but  it's  within 
the  normal  range  of  turnover.  Entrepreneurs,  after  all, 
take  chances — and  constantly  tempt  fate. 


Nathan's  Famous 

It's  as  American  as  . . .  Nathan's  Famous  Fourth  of  July 
International  Hot  Dog  Eating  Contest  (winner  Joey  Chest- 
nut downed  66  dogs  in  12  minutes).  Launched  in  1916,  the 
company  opened  with  a  single  stand  in  Brooklyn's  Coney 
Island.  Nathan's  went  public  in  1993;  it  operates  201 
owned  and  franchised  units  in  the  U.S.  and  14  countries. 


Movado 

After  fleeing  Castro's 
Cuba,  Gerry  Grinberg 
founded  a  U.S.  watch 
distributor.  In  1983  he 
bought  Movado, 
which  designs  and 
sells  distinctive 
watches — they  retail 
from  $500  to 
$1,500— and  licenses 
brands  like  Coach, 
Hugo  Boss  and  Juicy 
Couture.  Grinberg's 
son,  Efraim,  now  runs 
the  show. 


Psychemedics 

Watch  out,  kids.  These  are 
human  hairs,  and  Psychemedics 
of  Acton,  Mass.  can  detect  trace 
amounts  of  illicit  drugs  in  the 
hair's  cortex  through  a  process 
known  as  radioimmunoassay.  Its 
largest  shareholder  is  H.  Wayne 
Huizenga,  better  known  for 
having  built  (and  gotten  very 
rich  from)  Waste  Management 
and  Blockbuster  Video. 
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The  comfortable,  yet  refined,  Kia  Amanti. 

Sit  back  and  relax  in  the  8-way  power  adjustable*  lap  of  luxury.  Enjoy 
the  spacious  and  well-appointed  interior  with  available  Infinity®  audio 
system.  And  rest  assured,  with  the  safety  of  8-standard  airbags  and 
available  Electronic  Stability  Control  plus  the  power  of  a  264-hp  V6 
engine  and  Sportmatic®  transmission,  your  ride  will  feel  as  good  as  it 
looks.  For  more,  visit  kia.com.  Starting  at  $26,195.* 


100,000  MIL 


WARRANTY 


tityisa  limited  powertrain  warranty.  For  details,  see  retailer  prgo  to  kia.com.  Standard  on  driver's  seat  only.  'MSRP  for  base  model  is  $26,195.  including 
es.  Model  strain  with  optional  features  costs  more.  Actual  prices  set  by  retailer. 


The  Power  to  Surpri 


mm 

sight,  excluding  taxes 
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Dedio  looks  for 

businesses 
whose  customers 
are  locked  in. 


MALL-COMPANY  STOCKS  HAVE  OUTPERFORMED 
over  a  seven-year  stretch,  a  good  run  that  nearly  equals  their  best 
one,  1974-83.  The  advanced  age  of  this  rally  is  just  one  reason  to 
expect  that  it  will  soon  be  big  companies'  turn  to  lead  the  market. 
Another  is  that  the  Federal  Reserve  is  slicing  interest  rates  in  the 
face  of  slowing  economic  growth,  and  rate  cuts  historically  have 
favored  larger  stocks.  Finally,  note  that  the  market  is  unusually 
volatile  and  that  small  stocks  are  most  vulnerable  amid  such  tur- 
bulence. Investors  diving  into  this  sector  of  the  market  should  do 
so  with  their  eyes  open. 

Sam  A.  Dedio  is  plunging  ahead  at  Julius  Baer  Holding,  the 
Zurich-traded  asset  manager.  Dedio  left  DWS  Small  Cap  Growth 
Fund  last  year  to  take  over  Julius  Baer  U.S.  Small  Cap  Fund,  a  young 
fund  with  just  $11  million  in  assets,  no  load  and  expenses  of  1.5% 
of  assets  yearly.  Since  he  came  aboard  in  July  2006,  the  fund  has 
delivered  a  23.7%  total  return  (appreciation  plus  dividends)  versus 
the  small -company  Russell  2000  s  14.1%  and  the  S&P  500  s  18.8%. 

Dedio  knows  that  the  best  earnings  growth  prospects  will  always 
lie  with  smaller  companies,  so  he  sifts  for  ones  that  have  sterling 
oudooks,  regardless  of  the  megatrends.  For  each,  Dedio  asks  a 
simple  question:  Does  the  company's  product  or  service  change  the 
behavior  of  the  consumer  or  capital  spender? 

As  most  of  his  stocks  are  covered  by  few  or  no  analysts,  Dedio 
has  to  do  his  own  work,  meeting  with  managers,  interviewing 
customers  and  reading  product  reviews.  Judging  products  is  a 
subjective  endeavor,  so  Dedio  looks  for  those  that  are  hard  to  switch 
away  from  once  a  customer  tries  them  out 

From  this  year's  200  Best  Small  Companies  list,  Dedio  found  six 
stocks  he  especially  likes  for  investors  building  a  small-cap  portfolio 
amid  the  market's  gyrations  (see  table,  p.  112).  Some  have  P/E 
multiples  on  the  high  side,  but  they  mosdy  have  good  growth, 
justifying  the  loftier  price  tags. 


Last  year's  Best  Small  Companies  picker  set  a  high  standard  fo 
Dedio  to  meet  or  beat.  Gerald  Van  Horn,  manager  of  the  Stratto 
Small-Cap  Value  Fund,  selected  five  stocks  from  our  roster  that  wen 
on  to  deliver  a  45%  return.  Our  entire  Best  Small  list  returned  26' 
over  the  past  year.  The  Russell  2000  had  an  8%  return.  Van  Horr 
picks  were  helped  by  his  value  bias,  as  value  has  been  in  favor  of  lat 
Dedio's  tastes  run  more  to  growth. 

ArthroCare 

This  orthopedic  company,  says  Dedio,  focuses  on  the  "vanity  aril 
vitality"  of  an  aging  population  that  will  shell  out  for  treatments  t 
maintain  mobility  and  dexterity.  The  medical  equipment  provide 
is  one  of  the  few  specializing  in  bones  and  joints. 

ArthroCare  has  a  patent  on  "coblation  technology''  a  high 


Pick  of  the  Crop 

Invest  in  a  company  with  very  rapid  growth  and  you  can  overcome 

such  hurdles  as  high  multiples  and  possibly  bad  timing. 
Julius  Baer's  Sam  Dedio  likes  these  six  |  By  Michael  Maiello 
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IDEPENDENTLY  IMPRESSIVE. 
IGETHER,  EXTRAORDINARY. 


1 


:gg  Mason,  we've  assembled  experienced  investment  firms  and  empowered  each  of  them 
the  tools,  the  resources  and,  most  importantly,  the  independence  to  pursue  the  strategies 
know  best.  Through  this  unique  and  extraordinary  structure,  we  offer  a  broad  range 
pertise  for  individual  investors,  and  it's  made  us  a  world  leader  in  money  management* 
to  your  financial  advisor  or  visit  www.leggmason.com  and  discover  today's  Legg  Mason. 


id  ninth-largest  money  manager  in  2007,  according  to  Pensions  &  Investments  based  on  12/31/06  assets  under  management. 
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Putting  Accenture's 
research  to  work. 


Staples 

High-performance 

supply  chain  management, 

delivered. 

To  further  widen  its  competitive 
lead,  Staples  turned  to  Aeeenture 
for  a  state-of-the-art  supply  chain. 
By  focusing  process  improvements 
to  enable  more  synchronized 
marketing,  Aeeenture  helped  this 
high-performance  retailer  cut 
inventories  by  15°/o  — freeing  up 
more  than  $200  million  in  working 
capital  and  contributing  to  over 
$100  million  in  incremental  sales. 


New  York  City  311 

High  performance  delivered 
for  government. 

Aeeenture  helped  the  city  of  New  York 
launch  the  nation's  largest  311  system 
in  just  seven  months.  Connecting  eight 
million  residents  to  over  3,000 
non-emergency  services  in  179  languages, 
the  system  has  fielded  over  50  million 
calls  with  ah  average  wait  of  less  than 
six  seconds,  creating  a  model  for 
high  performance  now  being  emulated 
around  the  world. 


10% 


know  what  it  takes  to  be  a  Tiger. 

performers  distinguish  themselves  not  only  thr 
i  astuteness  of  their  strategies,  but  also  by  their  reading 
nimbly  change  course  should  circumstances  dictate, 
at's  one  key  finding  from  our  extensive  research  on 
)re  than  500  of  the  world's  most  successful  companies, 
r  an  in-depth  look  at  our  study  of  and  experience  with 
h  performers,  visit  accenture.com/research 

suiting  •  Technology  •  Outsourcing 


cVup  pfcm 
10% 


High  performance.  Delivered. 
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energy  plasma  that  disintegrates  tissue 
during  hip,  knee  and  shoulder  surgeries. 
Traditional  scalpel  techniques  damage  sur- 
rounding tissue.  The  plasma,  a  saltwater  sub- 
stance, is  injected  around  the  affected  area  and 
blasted  with  high-frequency  radio  waves.  This 
removes  only  the  tissue  needed  to  let  the  doc- 
tor repair  the  damage,  permitting  quicker 
recoveries. 

One  encouragement  for  ArthroCare: 
Medical  schools  are  now  teaching  coblation 
techniques.  Once  hospitals  adopt  ArthroCares 
technology,  they  become  steady  customers. 


fragmented  industry  comes  from  Michael 
Milken's  privately  owned  Knowledge 
Universe  and  the  publicly  traded  Aus- 
tralian company  ABC  Learning  Cejiters. 

Century  Casinos 

With  a  microscopic  market  cap  of  $138  mil- 
lion, Century  Casinos  is  the  smallest  of  Dedios 
picks.  The  stocks  100,000-share  average  daily 
volume,  though,  shows  it  has  some  liquidity. 

Century  Casinos  was  founded  in  1994. 
Average  revenue  growth  since  then  is  27% 
a  year,  to  a  recent  $79  million.  One  reason 


Well  Worth  the  Money 


Dedio  likes  these  six  from  our  list.  Their  high  EPS  growth  rates  justify  their  lofty  price/earnings  ratios. 


COMPANY/BUSINESS 

PRICE 

52-WEEK 
RECENT  HIGH 

3-YEAR  MARKET 
AVGEPS  VALUE 
P/E     %  CHG  (SMIL) 

ARTHROCARE/medical  instruments 

$56.17  $59.90 

46       51%  $1,539 

BRIGHT  HORIZONS  FAMILY  SOLUTIONS/workplace  child  care 

44.30  45.63 

27       27  1,156 

CENTURY  CASINOS/gaming 

5.99  11.89 

20       10  138 

DAKTRONICS/scoreboards 

32.10  40.05 

50       12  1,277 

FACTS ET  RESEARCH  SYSTEMS/eiectronic  publishing 

69.20  70.86 

32       22  3,382 

VENTANA  MEDICAL  SYSTEMS/medical  instruments 

87.70  88.00 

72       65  3,062 

Prices  as  of  Oct.  3.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 

Since  90%  of  the  equipment  used  in  a 
coblation  operation  is  disposable,  new  orders 
are  locked  in. 

Despite  ArthroCares  pricey  P/E  of  46, 
Dedio  thinks  the  stock  has  much  further  to 
go  because  there  aren't  similar  companies 
around  With  a  three-year  average  growth  of 
51%  in  earnings  per  share,  the  high  multiple 
is  palatable. 

Bright  Horizons 
Family  Solutions 

Best  known  for  its  workplace  nursery  schools, 
Bright  Horizons  has  600  corporate  clients  and 
69,000  kids  enrolled  in  41  states.  Corporate 
customers  include  Microsoft,  Motorola  and  the 
Royal  Bank  of  Scodand  Bright  Horizons  also 
offers  an  array  of  side  services,  like  college 
admissions  counseling  and  summer  camps. 

Earnings  growth  has  been  steady, 
overcoming  the  occasional  setback.  Earlier 
this  year  it  had  to  close  26  centers  for  Ford 
Motors  unionized  employees,  shaving  five 
cents  off  the  second  quarters  earnings  per 
share.  A  bright  spot  for  Bright  Horizons:  It 
has  no  debt.  Competition  in  this  very 


Dedio  likes  so  small  a  company  is  that  it 
adds  global  exposure  to  his  portfolio.  Cen- 
tury owns  33%  of  a  casino  company  in 
Poland  and  has  another  casino  in  South 
Africa.  "People  are  becoming  wealthier  in 
the  U.S.  and  around  the  world,"  Dedio 
says.  "When  people  get  money,  they  like  to 
gamble." 

Daktronics 

This  maker  of  giant  stadium  TV  screens, 
electronic  scoreboards  and  ad  signs  (includ- 
ing Coca-Colas  in  Times  Square)  has  an  out- 
size price:  50  times  earnings.  Dedio  thinks 
Daktronics  is  worth  it,  although  he  warns 
that  the  stock  is  volatile  and  could  drop  dur- 
ing the  winter  when  business  falls  off. 

But  things  look  good  for  the  long  pull, 
he  believes,  and  that  12%  yearly  growth  in 
EPS  should  head  skyward  Daktronics  is  bank- 
ing on  a  number  of  the  tens  of  thousands  of 
static  billboards  around  the  country  convert- 
ing to  digital  displays,  which  can  rent  space 
to  more  than  one  advertiser  at  a  time. 

Additionally,  the  Dallas  Cowboys,  the 
New  York  Yankees  and  the  New  York  Mets 


are  all  building  new  stadiums.  The  Dallaj 
arena  will  need  two  60-foot  screens,  at  a  cos 
of  $20  million.  Daktronics  is  the  market 
share  leader  in  the  arena  business,  and  Dedic 
expects  the  company  will  win  at  least  twc 
of  the  three  new-stadium  contracts. 

FactSet  Research  Systems 

Like  just  about  everyone  in  financial  serv 
ices,  Dedio  is  a  FactSet  customer.  FactSe 
supplies  financial  data  and  analysis  tc 
money  managers,  analysts  and  financia 
journalists.  "When  I  came  to  Julius  Baei 
they  asked  what  mi 

  IT    needs  were) 

FactSet  was  the  firsi 
on  my  list,"  he  says 
FactSet  compete 
with  privately  hek 
Bloomberg  and  witl 
Thomson  (which  re 
cendy  announced 
merger  with  Reuters) 
"Bloomberg  used  to 
have  excellent  cus 
tomer  service,"  Dedic 
says.  "But  FactSet' 
consultants  are  th 
best  in  the  industry' 

Once  a  company  starts  using  FactSet,  it' 
difficult  to  stop  without  having  to  retraii 
employees.  Also,  says  Dedio,  workers  who  ge 
access  to  FactSet  quickly  turn  grumpy  if  it! 
taken  away.  A  bear  market  would  tighten  th 
purse  strings  of  FactSefs  customers  on  Wal 
Street,  but  only  temporarily. 

Ventana  Medical 
Systems 

This  $3  billion  (market  cap)  firm  make 
diagnostic  equipment.  Its  big  product  lini 
is  machines  that  prepare  tissue  samples  foi 
cancer  testing,  as  well  as  vetting  new  drugs 
Demand  for  its  wares  is  strong  and  grow 
ing.  As  a  result,  EPS  expansion  is  a  health; 
65%  per  year. 

•  That  has  attracted  the  notice  of  Swis 
drug  titan  Roche  Holding,  which  in  Juni 
sprang  a  hostile  takeover  attempt.  Roche 
bid  has  catapulted  Ventana  shares  fron 
$52  to  the  current  $88.  While  Ventana  ha 
rejected  Roche's  offer,  Dedio  expects  thi 
Swiss  company  will  come  back  with  ai 
even  sweeter  bid.  I 
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HOW  DO  YOU 
PUT  YOUR  BEST  FOOT 

FORWARD  WHEN 
BOTH  LOOK  PRETTY 


Mien  Edmonds 

Introducing  the  2007 
Fall  Collection. 


ALLENEDMONDS.COM 
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The  Top  10 

Thk  \/par'<;  hp«;t  in  rla<;<; 


This  year's  best  in  class. 
By  Jack  Gage  and  Christina  Settimi 


UR  200  BEST  SMALL  COMPANIES  IN 
America  must  pass  through  a  gauntlet  to  qualify  for 
the  list.  We  judged  candidates — all  with  revenue  of  $5 
million  to  $750  million  and  with  share  prices  above 
$5  as  of  Oct.  1 — according  to  return  on  equity,  as  well 
as  sustained  sales  and  net  profit  growth  over  12-month 
and  five-year  periods. 

But  it  takes  more  than  solid  books  to  make  the  cut. 
Too  much  debt,  signs  of  a  downturn  in  the  future  or  a 
whiff  of  legal  troubles  are  all  disqualifies.  For  example, 
a  company  like  Super  Micro  Computer,  a  San  Jose,  Calif, 
maker  of  motherboards,  seemed  to  have  the  financial 
chops.  But  last  year  it  pleaded  guilty  to  violating  U.S. 
trade  law  after  a  Justice  Department  investigation 
revealed  that  PC  parts  shipped  to  its  Dubai  distributor 
had  been  diverted  to  Iran.  For  a  variety  of  reasons,  111 
companies  that  appeared  on  our  list  last  year  didn't 
make  the  cut  this  time  around. 

Small  businesses  are  dynamic — and  sometimes 
volatile.  You  see  that  reflected  in  share  prices  (our  list 
gained  26%  over  the  last  12  months,  compared  with  8% 
for  the  Russell  2000).  And  you  find  it  in  clusters  of  hot 
industries:  Last  year  oil  and  gas  companies  dominated 
the  list;  this  year  it's  medical  equipment  and  supplies 
outfits.  Speaking  of  churn:  Seven  companies  are  new  to 
the  Top  10. 


Hansen  Natural 

Back  in  August,  shares  of  the 
Zorona,  Calif,  beverage  maker 
popped  on  word  that  sales  of 
Java  Monster — its  new  coffee 
drink  that  supposedly  has  half 
the  caffeine,  double  the  punch  of 
regular  java — beat  expectations. 
Now  this  upstart  is  grabbing 
shelf  space  next  to  Starbucks. 
Hansen  is  on  a  tear:  Sales  of  its 
Monster  Energy  drink  grew  at 
three  times  the  rate  of  Red  Bull's 
through  the  first  half  of  this 
year.  And  talk  about  juiced.  Last 
year  Hansen  sicced  its  lawyers 
on  rival  National  Beverage, 
claiming  its  black-and-green 
Freek  drink  was  a  Monster 
Energy  knockoff.  Hansen  lost.  And 
you  can  find  National  Beverage 
on  our  list — number  190. 
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At  Best  Western,  we  cater  to  the  business  traveler.  That's  why,  unlike  many 
other  hotels,  we  offer  hi-speed  internet,  local  calls,  long  distance  access  and 
incoming  faxes  at  no  additional  cost*  In  fact,  each  and  every  one  of  our  hotels 
comes  with  17  standard  amenities.  And  with  4,200**  locations,  chances  are 
there  is  a  Best  Western  right  next  to  where  your  business  takes  you. 

For  more  information, 
visit  BestWestemforBusiness.com  or  call  1.800.WESTERN® 


THE  WORLD'S 
LARGEST 
HOTEL  CHAIN? 


ocal  calls  and  long-distance  access  in  the  US,  Canada  &  Caribbean  only.  Free  high  speed  internet  access  at  participating  hotels  in  North  America  and  may  not  necessarily  be  available 
guest  rooms  or  public  areas.  Amenities  vary  at  hotels.  Call  ahead  for  more  information  on  specific  amenities.  **Numbers  approximate  and  can  vary.  Each  Best  Western*'  hotel  is 
endently  owned  and  operated.  Best  Western  and  the  Best  Western  marks  are  service  marks  or  registered  service  marks  of  Best  Western  International,  Inc  ©2007  Best  Western 
ational.  Inc.  All  rights  reserved. 
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NutriSystem 


Under  Armour 

Kevin  Plank  launched  the  company  back  ii 
peddling  spandex  T  shirts  to  University 
football  players.  By  mid-2007  a  diversified 
athletic  wear  could  be  found  in  13,000  stores.  Und 
Armour  has  made  a  concerted  effort  to  attract  woi 
and  children,  and  they're  now  the  fastest-growing 
category  for  the  company.  Its  P/E  is  on  the  high  sid 
but  it  reflects  impressive  gains  in  sales  and  profits. 
Plank's  stake  in  the  company  was  worth  a  recent 
$820  million. 


One  way  to  lose  weight:  Eat  food  that  tastes  lousy.  Another: 
Eat  smaller  portions  of  sinful  stuff  like  candy  bars  and  pizza. 
NutriSystem  has  been  trying  to  expand  beyond  its  traditional 
market,  women.  Thanks,  in  part,  to  commercials  featuring 
retired  football  legends,  it's  been  able  to  reach  guys,  too.  Men 
now  make  up  30%  of  new  recruits,  up  from  1 3%  prior  to  the 
push.  NutriSystem  is  apparently  susceptible  to  sudden  weight 
loss.  Shares  plunged  34%  in  early  October  on  a  10%  cut  to 
sales  guidance.  The  good  news:  NutriSystem  also  said  its  cash 
and  equivalents  are  set  to  jump  43%  next  quarter. 


Quality  Systems 


Ever  since  the  days  of  disco.  Quality  has  been  in  the  business  ol 
helping  doctors  and  dentists  trim  costs  and  become  more  effic'u 
Its  largest  division,  NextGen  Healthcare,  offers  back-office  IT 
systems  that  automate  patient  records,  as  well  as  administrate 
and  financial  paperwork.  NextGen  produces  89%  of  total  annua 
revenue  for  the  Irvine,  Calif,  company.  Quality  Systems  should  hi 
no  end  of  new  business,  given  how  much  time  practices  have  tc 
devote  to  nonmedical  activities — and  the  approach  of  an  electio 
year  in  which  every  presidential  candidate  has  to  have  a  plan  tc 
broaden  health  care  coverage. 


i 


A  newcomer  to  the  list,  this  Alexandria,  Va.  company 
has  developed  a  specialty  in  flipping  ships  the  U.S. 
Navy  no  longer  uses  to  foreign  governments.  Its 
latest  deal:  selling  the  decommissioned  U.S.S.  Trenton 
to  India  (it's  now  that  nation's  second-largest  naval 
combat  vessel).  VSE  isn't  just  in  the  business  of 
arming  allies  overseas.  It  gets  roughly  half  of  its 
sales  from  supplying  U.S.  armed  forces  with  services 
and  protective  coatings  for  military  vehicles  in  hot 
spots  like  Iraq  and  Afghanistan. 
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THERE  ARE  TRIED  AND  TRUE  WAYS 
TO  RAISE  CAPITAL.  IF  ONLY  THE  MARKETS 

WERE  TRIED  AND  TRUE. 


Swaging.  ✓ofaiilit»|  WITH  WACH0VIA 

r  company  has  plans.  Market  swings  shouldn't  put  them  on  hold. 
:hovia  gives  you  the  power  to  succeed  by  leveraging  an  integrated 
porate  and  investment  banking  platform  and  the  nation's  third-largest 
•service  retail  brokerage  firm.*  By  combining  our  strengths  and  expertise 
i  a  highly  collaborative  approach,  we  can  develop  a  solution  unique  to 
r  business.  A  solution  that  helps  you  perform  in  all  market  conditions, 
ardless  of  the  ups  and  downs. 


ESTMENT  BANKING 
/ISORY 

RPORATE  BANKING 
JITY 

ED  INCOME 
fAIL  BROKERAGE 


wvchovia 
Securities 


iovia  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets.  LLC,  and 
iwia  Securities,  LLC,  members  NYSE,  NASD  and  SIPC,  and  Wachovia  Bank,  N.A.  'Ranking  is  based  on  client  assets  as  of  last  fiscal  quarter  of  2006.  ©2007  Wachovia  Corporation 
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PetMed  Express 


Who  hasn't  seen  former  Golden  Girl  Betty  White  on  TV 
exhorting  viewers  to  take  care  of  their  babies — puppies  and 
kittens,  that  is — by  ordering  discounted  medications  from 
PetMed?  Not  to  mention  collars,  leashes,  bowls,  toys  and 
treats,  as  well  as  treatments  for  separation  anxiety  and 
crying  during  sleep.  America  is  pet  crazy:  We  own  163 
million  cats  and  dogs.  And  this  company  still  has  plenty 
of  room  to  grow,  since  it  has  only  a  5%  share  of  the 
S3.2-billion-a-year  U.S.  market  for  pet  meds.  Sales  abroad? 
Not  yet.  Betty  White  could  easily  affect  a  British  accent. 


c 

The  Lafayette,  La.  company,  a  first  timer  on  our  list, 
provides  hospice  and  recovery-at-home  care,  mostly 
to  Medicare  patients  in  rural  areas  of  the  South.  Whi> 
the  elderly  population  in  the  U.S.  is  growing — there 
are  now  38  million  people  over  age  65 — LHC  has  to 
deal  with  reimbursement  cuts  from  the  feds.  Tough  oi 
a  company  that  has  expanded,  in  part,  by  acquiring 

competitors  on  the 
cheap  (it  has  picked 
up  five  companies  sa 
far  this  year).  And 
tough  for  shareholde 
used  to  65%-a-year 
growth  in  profits. 


lamic  Materials 


Ships,  oil  refineries,  aircraft  engines  and  power  plants  all  require 
metal  plates  capable  of  withstanding  extreme  heat,  pressure 
and  corrosion.  So  much  the  better  for  this  Boulder,  Colo, 
company,  which  relies  on  advanced  metallurgy  and  explosion 
welding  for  its  various  applications.  Most  customers  are  in 
America.  But  Dynamic  sells  roughly  20%  of  its  plates  and 
services  to  Russia  and  Canada,  where  explosive  growth  in  oil 
and  gas  exploration  has  created  huge  demand  for  durable 
infrastructure. 


Deckers  Outdooi 

Hard  to  believe,  but  UGGs 
still  seem  to  be 
everywhere — despite  the 
rage  for  ballerina  flats  and 
stilettos.  Deckers  is  hedging 
its  bets  some,  perhaps 
anticipating  the  day  when  its 
sheepskin  shoe  (which 
originated  in  Australia),  goes 
the  way  of  the  dwarf  emu. 
The  Goleta,  Calif,  company 
also  sells  the  once-ubiquitous 
Teva  sandal  and  eco-friendly 
(as  in  recycled  tires,  jute, 
cotton,  bamboo  and  the  like) 
Simple  Shoes,  which  now 
account  for  a  mere  4%  of 
revenues. 


Bolt  Technology 


These  days,  no  oil  and  gas  exploration  company  can  survive  without 
the  help  of  3-D  seismic  maps.  Since  1964  this  Norwalk,  Conn,  compan  | 
has  made  marine  air  guns  that  help  generate  these  maps.  The  guns 
work  by  firing  high-pressure  air  into  water,  producing  seismic  waves 
that  penetrate  the  earth  and  create  "pictures"  from  vibrations.  Thank: 
to  $81-a-barrel  oil,  everyone  is  drilling  for  the  stuff,  boosting  Bolt's  to 
and  bottom  lines.  A  great  play  for  investors,  except  for  the  fact  that 
the  company  doesn't  pay  any  dividends.  For  the  last  20  years 
management  has  plowed  profits  back  into  R&D. 
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EARD  ON  STEPS  O 
FRIDAY  8:15  AM 


OFFICE 


Smart  guy:  But  how  do  we  differentiate 
in  a  customer-centric  environment? 

Witty  guy:  Everyone  else  is  going  virtual 
Smart  guy:  Great.  Let's  do  that. 


Everyone's  looking  for  innovative  ways  to  make  customers 
happier.  Few  know  where  to  start.  IBM  helped  Staples  reshape 
their  customer  experience,  resulting  in  a  60%  increase  in  their 
online  conversion  rate.  See  how  at  rbm.com/do/experience 


STOP  TALKING 
START  DOING 


A  the  IBM  logo  and  lbm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product 
1  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved. 
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hmmm 

1 

2 

Hansen  Natural  (4) 

markets  natural  soft  drinks  and  juices 

40 

52 

111V 

741 

107 

56.68 

38 

5 

2 

1 

NutriSystem  (2) 

provides  weight  management  and  fitness  programs 

39a 

90  ▼ 

143^ 

741 

114 

46.89 

13 

1 

3 
4 
5 
6 
7 
8 
9 
10 

■ 

Under  Armour 

designs  and  markets  branded  athletic  apparel 

48 

83T 

52a 

508 

l  

43 

'  ' 

59.82 

60 

2 

■ 

VSE 

provides  engineering  and  maintenance  support  for  industrial  equipment 

17 

28a 

52 

486 

11 

47.28 

NA 

26 

Quality  Systems  (7) 

develops  information  systems  to  automate  medical  practices 

27 

29 

43  ▼ 

163 

34 

36.63 

26 

4 

PetMed  Express  (2) 

markets  prescription  and  nonprescription  pet  medications  and  pet  products 

53T 

37T 

63T 

171 

16 

14.01 

19 

■ 

LHC 

provides  home-based  health  care  services 

48  ▼ 

50 

65T 

259 

24 

21.47 

15 

41 

Dynamic  Materials  (2) 

conducts  explosive  welding  and  manufacturing  services 

28 

26 

40  ▼ 

128 

21 

47.89 

25 

47 

Deckers  Outdoor  (4) 

markets  the  UGG,  Teva  and  Simple  shoe  brands 

15 

31 

90 



332 

35 

109.80 

26 

1 

132 

Bolt  Technology  (2) 

designs  and  manufactures  seismic  energy  sources  for  oil  &  gas  exploration 

12A 

28a 

44A 

50 

11 

32.66 

10 

11 

25 

Abaxis  (2) 

develops  portable  blood  analyzers  for  medical  and  veterinary  markets 

20 

23 

94T 

89 

11 

22.45 

36 

12 

10 

Ceradyne  (5) 

makes  ceramic  protective  shields  for  military  applications 

22a 

75T 

100 

738 

151 

75.74 

14 

2 

13 

19 

Avatar  (2) 

develops  lifestyle  communities  and  other  real  estate  properties 

16a 

42  ▼ 

112T 

675 

139 

49.93 

NA 

14 

46 

Healthways  (4) 

provides  disease  management  services 

17 

40 

51 

560 

48 

53.97 

44 

1 

15 

9 

Middleby  (4) 

manufactures  commercial  cooking  equipment 



58T 

25 

89T 

420 

47 

 1 

64.54 



22 

1 

16 

37 

Diodes  (4) 

manufactures  and  distributes  semiconductor  products 

18 

28 

162T 

375 

53 

32.10 

21 

1 

17 

115 

Ventana  Medical  Systems  (2) 

develops  and  markets  automated  systems  for  drug  discovery  laboratories 

12A 

23 

84T 

261 

44 

85.91 

66 

3 

18 

130 

Cherokee  (4) 

licenses  fashion  brand  names  and  trademarks 

120 

17a 

19a 

75 

34 

38.36 

21 

19 

■ 

K-Tron  International 

designs  and  markets  mechanical  sorting  and  assembly  equipment 

16 

17 

51a 

174 

17 

95.00 

NA 

20 

7 

Citi  Trends  (2) 

retailer  value-priced  urban  fashion  apparel  and  accessories 

30T 

32 

43 

417 

20 

21.76 

15 

21 

44 

Blackbaud  (2) 

designs  and  markets  management  systems  for  nonprofit  organizations 

24a 

17 

24T 

211 

31 

25.24 

30 

1, 

22 

57 

Strayer  Education  (10) 

operates  schools  and  online  courses 

70T 



23 

20 

290 

58 

168.63 

38 

2, 

23 

■ 

Build-A-Bear  Workshop 

retails  customized  stuffed  animal  toys 

21 

32V 

439 

457 

28 

17.76 

13 

24 

59 

Daktronics  (2) 

designs  and  manufactures  electronic  display  systems 

19 

22a 

29 

462 

27 

27.22 

35 

1, 

25 

■ 

Psychemedics 

provides  drug  testing  services  through  hair  analysis 

38 

9 

76T 

24 

5 

17.27 

NA 

26 

34 

United  Industrial  (4) 

produces  aerospace  and  defense  systems 

63  a 

20 

38v 

642 

38 

75.26 

23 

■  Not  on  last  year's  list.  ARecent  trend  up  versus  five-year  average.  TRecent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  132. 

DIRECTiONAL  INDICATORS:  We  have  inserted  arrows  to  the  immediate  right  of  some  numbers.  If  an  up  arrow  appears  next  to  a  company's  five-year  ROE,  for  example,  it  means  that 
the  latest  four  quarters  its  return  on  equity  was  more  than  ten  percentage  points  higher  than  its  five-year  average.  A  down  arrow  means  the  opposite.  The  arrows  are  intended  to  r 
easier  for  you  to  flag  companies  with  significant  differences  between  their  long-term  and  short-term  results. 

For  more  information,  go  to  www.forbes.com/2C 
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HEARD  ON  BROADWAY 
MONDAY  2:29  PM 

Guy  with  PDA:  I  love  it.  How  soon  can  we 
get  this  into  stores? 

Short  guy:  Six  months,  maybe  seven. 

Guy  with  PDA:  What  can  we  do  in  six  weeks? 

Short  guy:  Change  the  color? 

While  other  people  talk  about  getting  to  market  faster, 
we  can  help  you  get  to  market  faster.  IBM  worked  with 
Clarion  Malaysia  to  speed  product  innovation,  reducing 
design  cycle  time  by  half.  See  how  at  ibm. com/do/costs 


STOP  TALKING  "="=^"==" 
START  DOING  ===="  = 


M,  the  IBM  logo  and  ibm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product 
id  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved. 
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RETURN 
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'07  06 
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5-year 
average 

% 

Latest 
1 2  months 
($mil) 

Latest 
12  months 
($mil) 

(S) 

EH 

27. 

■ 

Buffalo  Wild  Wings 

owns  and  franchises  casual  restaurants 

12 

*  30 

29A 

308 

20 

37.72 

33 

28 

■ 

Euronet  Worldwide 

provides  prepaid  banking  services 

18 

69 

91 

736 

44 

29.77 

24 

tj 

29 

:  63 

Ambassadors  Group  (3) 

provides  educational  travel  for  students,  athletes  and  professionals 

36 

18 

23 

101 

28 

38.10 

24 

30 

33 

Dolby  Laboratories  (2) 

licenses  audio  technology  to  entertainment  purveyors 

23 

26 

60 

455 

124 

34.82 

31 

1.; 

31 

■ 

Cutera 

develops  laser  and  light-based  products  for  esthetic  treatments 

13 

39 

14A 

103 

14 

26.21 

23 

32 

55 

Amedisys  (4) 

provides  home  health  care  and  hospice  services 

17 

40T 

59V 

604 

50 

38.42 

17 

s 

33 

■ 

Portfolio  Recovery  Associates 

purchases  and  collects  portfolios  of  consumer  debt 

23 

41V 

34V 

206 

49 

53.07 

17 

34 

82 

Ansoft  (2) 

develops  design  software  for  high-tech  products 

17A 

13 

89T 

92 

22 

32.98 

33 

■ 

35 

■ 

Synaptics 

designs  user  interface  solutions  for  PCs  and  electronic  devices 

15 

23A 

21A 

267 

27 

47.76 

28 

1,: 

36 

■ 

Team 

maintains  and  builds  piping  systems  and  vessels 

16 

35V 

27a 

318 

16 

27.38 

25 

i 

37 

83 

Flir  Systems  (4) 

designs  and  manufactures  thermal  imaging  and  infrared  camera  systems 

28 

23 

27A 

665 

122 

55.39 

33 

38 

87 

Sun  Hydraulics  (3) 

designs  and  manufactures  hydraulic  systems  components 

16A 

19 

80 

155 

19 

31.87 

24 

■ 

39 

■ 

DXP  Enterprises 

maintains  and  operates  industrial  equipment 

29 

9a 

52 

316 

14 

35.51 

13 

1 

40 

106 

RPC  (2) 

provides  technical  services  to  oil  &  gas  industry 

19A 

19 

41V 

657 

110 

14.21 

14 

1,! 

41 

128 

Stratasys  (5) 

develops  and  markets  plastic  prototyping  devices 

11 

24 

31 

110 

13 

27.56 

38 

i 

42 

38 

Texas  Roadhouse  (2) 

owns  and  operates  a  restaurant  chain 

30V 

29 

26 

660 

39 

11.70 

22 

S 

43 

■ 

Gulf  Island  Fabrication 

fabricates  offshore  drilling  and  production  platforms 

12 

18a 

15A 

413 

26 

38.39 

18 

5 

44 

■ 

Houston  Wire  &  Cable 

distributes  specialty  electrical  wire  and  cables 

177T 

11A 

70 

344 

33 

18.11 

11 

3 

45 

65 

FactSet  Research  Systems  (11) 

provides  online  integrated  financial  information  to  investment  community 

29 

18 

21 

451 

110 

68.55 

28 

3,3 

46 

79 

Advisory  Board  (4) 

provides  best-practices  research  and  analysis  to  health  care  industry 

39T 

18 

17 

197 

28 

58.47 

27 

1,0 

47 

■ 

Ultra  Clean 

provides  subsystems  for  semiconductor  manufacturing 

13 

33a 

12A 

427 

21 

14.66 

16 

3 

48 

67 

Natural  Gas  Services  (3) 

provides  horsepower  compression  equipment  to  natural  gas  industry 

12 

52V 

47 

68 

10 

17.17 

19 

2 

49 

77 

Hibbett  Sports  (5) 

operates  athletic  sporting  goods  stores 

22 

16 

29V 

529 

37 

24.80 

22 

7 

50 

■ 

Bio-Reference  Laboratories 

provides  clinical  laboratory  testing  services 

16 

28 

7A 

140 

13 

33.76 

34 

4 

51 

116 

Balchem  (3) 

develops  nutritional  products  and  ingredients 

21 

19A 

28 

•  235 

14 

20.41 

23 

3 

52 

94 

Gen-Probe  (2) 

develops  and  markets  specialty  chemical  products 

19 

15 

16A 

123 

80 

66.58 

44 

3,4 

53 

127 

Lifeway  Foods  (2) 

produces  probiotic  and  cultured  dairy  products 

13 

23a 

62V 

386 

4 

16.83 

65 

2 

54 

27 

Jos.  A.  Bank  Clothiers  (3) 

retails  men's  apparel 

14 

20 

18 

34 

47 

33.42 

12 

6 

55 

■ 

Hornbeck  Offshore  Services 

provides  offshore  supply  vessels  to  the  oil  &  gas  industry 

23 

22 

41V 

562 

81 

36.70 

12 

9 

■  Not  on  last  year's  list.  ARecent  trend  up  versus  five-year  average.  ▼Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  132. 

For  more  information,  go  to  www.forbes.com/200li 
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begins 

today. 


We're  defined  by  what  we 
pass  on  to  the  next  generation. 
That's  why  ConocoPhillips 
is  developing  alternative 
fuels.  Through  our  alliance 
with  Tyson  Foods,  the  world's 
largest  meat  processor, 
we're  gearing  up  to  produce 
clean-burning,  renewable 
diesel  fuel.  We're  improving 
environmental  performance 
and  stretching  traditional  fuel 
supplies  by  using  energy  more 
efficiently.  So  we  can  pass 
on  what  matters  ...  to  the 
ones  who  matter  most. 


ConocoPhillips 

Energy  for  tomorrow 


www.conocophillips.com 

©  ConocoPhillips  Company.  2007.  All  rights  reserved. 
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2007 
estimate 

(Smi 

■■■■ 

56 

■ 

American  Reprographics 

provides  business-to-business  document  management  services 

18a 

30^ 

33a 

286 

65 

18.72 

12 

& 

57 

■ 

Ansys 

develops  and  markets  engineering  simulation  software 

94 

7A 

51a 

638 

55 

34.17 

31 

2,65 

58 

■ 

ll-VI 

manufactures  derivative  precision  components  and  products 

18 

24V 

5A 

335 

38 

34.53 

24 

1,03 

59 

13 

Radiation  Therapy  Services  (2) 

provides  radiation  therapy  services  to  cancer  patients 

13a 

19A 

26V 

263 

32 

20.82 

14 

48 

60 

124 

Rocky  Mountain  Chocolate  Factory  (2) 

manufactures  chocolate  and  other  confectionery  products 

32 

30V 

17 

336 

5 

17.21 

NA 

1C 

61 

National  Presto  Industries 

manufactures  appliances,  defense  products  and  absorbent  products 

23V 

11A 

29a 

32 

28 

53.00 

NA 

36 

62 

ArthroCare 

m^ni if^rti irp^  minim^llw  in\/^t.iup  ^iirniral  nrnHurt^ 

M  ICjI  IU  IdllUI  C3  1 1  III  I II I  Id  My  IllvailVC  iUI  yiLOl  (JIUUU^IJ 

7 

19 

31V 

305 

34 

55.89 

38 

1,5 

63 

MicroStrategy 

provides  software  to  analyze  raw  data  and  also  offers  product  support 

3A 

29V 

48 

288 

61 

79.34 

18 

1,0C 

64 

Tyler  Technologies 

provides  integrated  information  management  services  to  local  governments 

25V 

15 

22 

327 

15 

13.35 

33 

51 

65 

Dialysis  Corp.  of  America 

develops  and  operates  outpatient  kidney  dialysis  centers 

11 

10a 

80V 

206 

3 

9.74 

27 

c 

66 

192 

Carbo  Ceramics  (6) 

manufactures  materials  for  oil  &  natural  gas  drilling 

13 

26 

24V 

70 

55 

50.73 

22 

1,22 

67 

■ 

Syntel 

provides  outsourcing  applications  and  e-business  services 

16a 

20 

19a 

326 

56 

41.58 

30 

1,7] 

68 

154 

Dril-Quip  (2) 

manufactures  offshore  drilling  and  production  equipment 

25 

10 

12A 

298 

96 

49.35 

20 

1,9] 

69 

194 

ATM  I  (2) 

supplies  equipment  and  services  for  semiconductor  manufacturing 

10 

16 

46V 

468 

38 

29.75 

27 

1,03 

70 

155 

Twin  Disc  (2) 

manufactures  and  distributes  power  transmission  equipment 

26 

19A 

16A 

502 

22 

58.20 

NA 

34 

71 

■ 

OYO  Geospace 

manufactures  seismic  measurement  and  thermal  imaging  equipment 

5A 

25a 

136a 

341 

18 

92.71 

30 

54 

72 

140 

Lufkin  Industries  (3) 

manufactures  oilfield  pumping,  power  transmission  and  trailer  products 

11A 

12 

55V 

317 

76 

55.02 

11 

83 

73 

■ 

Miller  Industries 

provides  vehicle  towing  and  recovery  equipment 

5A 

9a 

58V 

136 

26 

17.12 

NA 

1S 



74 

90 

Knight  Transportation  (13) 

provides  trucking  and  logistics  management  services 

12 

20 

36V 

617 

74 

17.21 

21 

1,48 

75 

■ 

Spartan  Motors 

provides  chassis  and  emergency-vehicle  conversions 

19 

12A 

34A 

447 

21 

16.83 

18 

53 

76 

■ 

North  American  Galvanizing  &  Coating 

nrnwiiHoc  n;al\/;ani7inn  anH  rnatinn  fnr  fahriraton  mota 

UIUV1UC3  Ud  I  Vd  I  I \i_  1 1  IU  dllu  LUdlllllJ    IUI    IdUl  ILaLcU  I  I  I  r  U1I 

17 

20A 

29a 

597 

7 

7.60 

NA 

c 

77 

■ 

Almost  Family 

nrnuiHpc  hnmp  nurcinn  cpn/irpc. 

UIUVIUC5  I  I  ■.  M  I  I  •    I  I  L 1 1  >  1 1  1  L  j    )rl  ViLt  .1 

14 

14A 

9a 

528 

6 

18.10 

NA 

1 

78 

49 

Lo-Jack  (3) 

nrnuifip<;  ^tnlpn  \/phirlp  tmrkinn  ^nrl  rprnuprv  ^prvirp*; 

6a 

14 

39V 

87 

21 

18.96 

16 

35 

79 

111 

Sciele  Pharma  (2) 

Utrvciupb  dMU  IMdTKco  iLjcUdlly  fJIldi llldLcU ULdl  picaLiipilUII  fJIUUULLb 

15 

2A 

51V 

114 

50 

26.02 

16 

91 

80 

22 

Comtech  Telecommunications  (4) 

develops  advanced  communications  equipment 

20 

20 

49v 

•  218 

65 

53.49 

23 

1,27 

81 

■ 

G-lll  Apparel 

designs  and  licenses  fashion  brand  names  and  apparel 

7 

31 

36A 

332 

16 

19.69 

19 

32 

 1 

82 

■ 

Quidel 

mam  ifarti  irot  mfpi-tiriiic  Hicaacoc  anH  ronrnrinrthio  health  Hiannnctirc 
I  iidiu  l  a  LIU!  ca  MlltrLUUUb  Ulatrdici  dllU  IcUl  UUULUVc  1  led  1  III  UlaLJI  lUMILi 

14 

27V 

64A 

428 

23 

19.56 

48 

65 

83 

■ 

Ixia 

develops  and  sells  high-speed  network  analysis  systems 

8 

16 

46V 

448 

13 

8.72 

31 

58 

84 

147 

Medical  Action  Industries  (7) 

develops  and  manufactures  disposable  medical  products 

10 

7A 

94V 

115 

14 

23.66 

25 

37 

■  Not  on  last  year's  list  ARecent  trend  up  versus  five-year  average  ▼Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  132. 

For  more  information,  go  to  www.forbes.com/200bj 
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lake  it  happen 

d  out  how  ingenuity  can  help  you  make  it  happen,  rbs.com 


W  DDC 

The  Royal  Bank  of  Scotland  Croup 
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E 
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% 
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% 

EPS 

5- year 
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1 2  months 
(Smil) 

($) 

2007 
estimate 

85 

DO 

Raven  Industries  (2) 

manufactures  industrial,  agricultural,  construction  and  aerospace  products 

6a 

22 

25t 

186 

77 

40  05 

26 

72 

86 

B 

Multi-Color 

provides  printing,  packing  and  labeling  services 

17 

19 

13 

249 

1 1 

22  82 

18 

22 

87 

H 

Inter  Parfums 

manufactures  and  distributes  branded  fragrances  and  personal  care  products 

26 

15 

26 

222 

20 

23  67 

22 

48 

88 

B 

Green  Mountain  Coffee  Roasters 

distributes  and  sells  coffee-related  products 

22 

25A 

15 

229 

1 1 

33  19 

61 

77 

89 

^m 

IU/ 

Techne  (8) 

manufactures  biotechnology  and  hematology  products 

13 

25t 

16 

348 

85 

63.08 

26 

2,48 

90 

1  CK 

ViaSat  (2) 

provides  satellite  communications  and  wireless  services 

19T 

18 

a 

O 

316 

29 

30  83 

21 

91 

91 

H 

Metalico 

processes  and  sells  recycled  scrap  metal 

22 

11A 

25T 

223 

12 

9.1 1 

17 

1C 

92 

1  KP. 

Universal  Stainless  &  Alloy  Products  (2) 

manufactures  and  markets  specialty  steel  products 

6a 

24 

60 

516 

25 

39.79 

1 1 

26 

93 

H 

Rimage 

makes  and  sells  recordable  compact  discs  and  production  equipment 

19 

28T 

3 

222 

13 

22.44 

18 

22 

94 

H 

Air  Methods 

provides  medical  air  transport  and  emergency  services 

10A 

23 

33 

229 

22 

46.20 

23 

54 

95 

I  JO 

Amcol  International  (4) 

processes  and  distributes  clays  to  industrial  and  consumer  markets 

16 

23 

19 

102 

54 

33  09 

18 

99 

96 

H 

Foundry  Networks 

makes  and  sells  network  communication  equipment 

12 

27 

13A 

340 

53 

17.77 

27 

2,61 

97 

OU 

Chattem  (2) 

markets  over-the-counter  health  care  and  consumer  products 

14a 

18 

33 

662 

50 

70.52 

24 

1,36 

98 

Healthcare  Services 

provides  housekeeping  and  laundry  services  to  nursing  homes 

8 

g 

48t 

530 

28 

20.27 

29 

83 

99 

1  O  D 

Boston  Beer  (2) 

produces  malt  beverages  and  hard  cider  products 

25 

10 

12a 

351 

21 

48.66 

28 

68 

100 

B 

Littelfuse 

designs  and  produces  industrial  circuit  protectors 

12 

13 

26a 

553 

29 

35.69 

22 

78 

101 

1 

Eastern 

manufactures  industrial  hardware,  security  and  metal  products 

16A 

23a 

315 

15 

22.45 

NA 

1 

102 

■ 

Red  Robin  Gourmet  Burgers 

owns  and  operates  casual-dining  restaurant  chain 

a 

O 

16a 

37T 

53? 

27 

42.90 

23 

l{ 

103 

B 

Atwood  Oceanics 

drills  and  explores  oil  &  gas  wells 

11A 

11A 

16a 

167 

108 

76.56 

19 
iy 

2,42 

104 

1R7 

Ladish  (2) 

produces  metal  components  for  aerospace  industry 

14 

22 

31 

703 

29 

55.48 

23 

78 

105 

■ 

SurModics 

provides  coatings  and  chemical  delivery  for  pharmaceutical  products 

0 

O 

11 

10a 

363 

24 

49.01 

38 

88 

106 

Q7 

y/ 

Monarch  Casino  &  Resort  (3) 

operates  Reno,  Nev.  Atlantis  Casino  Resort  &  Spa 

7a 

/  A 

Q 

55T 

395 

25 

28.45 

22 

54 

107 

yi 

Cascade  (2) 

makes  load-engagement  devices  for  lift  trucks 

Qi 

7fiV 

61 

65  17 

1  s 

78 

108 

i  /  / 

Universal  Electronics  (2) 

makes  universal  remote  controls  for  home  electronics 

Ra 

J  /  A 

1  S3 

1  — o 

18 

37  50 

25 

45 

.109 

ADDvantage  Technologies 

sells  new,  surplus  and  remanufactured  cable  television  equipment 

1  c 
1  J 

16 

HO  T 

a 
o 

q  n 

O.  1  £. 

1  q 

8 

110 

Graham 

makes  and  sells  industrial  vacuum  and  heating  equipment 

9a 

17 

8a 

267 

7 

41.1 1 

NA 

16 

111 

Gulf  Mark  Offshore 

provides  offshore  marine  services  to  oil  &  gas  industry 

23 

21A 

35a 

61 

126 

48.66 

11 



1,1C 

112 

Dionex 

produces  analytical  instruments  for  chemicals  industry 

7A 

7 

40 

71 

45 

79.46 

31 

1,49 

113 

Acme  United 

makes  cutting  and  measuring  devices  for  schools,  offices  and  home  use 

9A 

16 

19 

285 

4 

14.60 

NA 

5 

r's  list.  ARecent  trend  up  versus  five-year  average.  ▼Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  132. 

For  more  information,  go  to  www.forbes.com/200bl 
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BROADENING  PERSPECTIVES 


If  you  want  to  optimize  the  numbers  in  your  investment  portfolio  —  and  maximize  the  number  of  stamps  in  your 
passport  -  Northern  Trust  will  help  get  you  there.  Our  investment  approach  starts  with  strategic  asset  allocation  and 
includes  multifaceted  solutions  such  as  alternative  investments,  enhanced  indexing  and  multi-manager  programs. 
As  one  of  the  world's  largest  asset  managers,  our  clients  look  to  us  to  deliver  a  comprehensive  investment  program 
that  drives  their  overall  financial  plan.  So  you  can  expand  your  portfolio  as  well  as  your  horizons.  To  learn  more  about 
our  investment  solutions,  call  866-803-5857  or  visit  northerntrust.com. 

Northern  Trust 

Private  Banking    |    Investment  Management    |    Financial  Planning    |    Trust  &  Estate  Services    |    Business  Banking 
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•F.ST  SMAT.I.  COMPANTF.S  1  RANKINGS 

RETURN 

ON 
EQUITY 

5-year 
average 
% 

GROWTH 

SALES 

NET 
INCOME 

RECENT 
PRICE 

P/E 

P 

RANK       COMPANY  (consecutive  years  on  list) 
'07      '06  business 

Utest 
1 2  months 
(Smil) 

Utest 
12  months 
(Smil) 

(S) 

2007 
estimate 

I 

150 

Neogen  (3) 

develops  products  for  food  and  animal  safety 

23f 

12 

11 

327 

9 

23.63 

31 

110 

Bright  Horizons  Family  Solutions  (3) 

provides  workplace  services  for  employers  and  families 

19 

13 

35T 

59 



45 

42.84 

24 

1, 

Span-America  Medical  Systems 

produces  polyurethane  foam  products  for  medical  industry 

11A 

15 

13A 

86 

4 

18.80 

NA 

Royal  Gold 

acquires  and  manages  precious  metal  royalties 

17 

15A 

28a 

745 

20 

32.75 

37 

J 

118 
119 

Dynamex 

provides  delivery  and  logistics  services 

11 

13 

16a 

59 

14 

25.62 

17 

PolyMedica 

provides  blood  glucose  testing  supplies  and  related  services 

11A 

28 

9A 

48 

39 

52.52 

25 

1, 

Pre-Paid  Legal  Services 

provides  members  access  to  legal  services  through  expense  plans 

14A 

9 

44 

400 

1  

55 

55.46 

NA 

| 

173 

National  Instruments  (2) 

develops  scientific  instrumentation  software 

16 

17 

OA 

710 



83 

34.33 

30 

2,". 

■ 

L.B.  Foster 

provides  construction  and  infrastructure-maintenance  equipment 

113T 

8A 

18a 

444 

16 

43.46 

25 

-| 
i 

1.1 

123 
124 

104 

Sonic  (14) 

operates  and  franchises  quick-service  drive-in  restaurant  chain 

11A 

12 

18T 

697 

68 

23.40 

24 

159 

Interactive  Data  (3) 

provides  financial  market  data  and  related  analytics 

3 

7 

43T 

466 

106 

28.20 

24  2,6 

131 

Rofin-Sinar  Technologies  (2) 

manufactures  laser-based  products  for  industrial  material  processing 

21 

16 

16 

737 

53 

70.21 

 1  ' 

21  u 

146 

infoUSA  (2) 

provides  sales  leads  and  databases  to  businesses 

10 

13A 

60T 

650 

35 

9.29 

if; 

1  D 

■ 

■ 

78 

CRA  International  (6) 

operates  an  economic,  financial  and  management  consulting  company 

12 

15 

49 

465 

29 

48.19 

19 

r— 
■ 

j 

128 
129 

Bovie  Medical 

manufactures  electrosurgery  products 

16 

9a 

33a 

549 

3 

7.00 

NA 

American  Medical  Alert 

provides  home  health  monitoring  systems 

13 

28 

26a 

365 

2 

9.04 

NA 

KMG  Chemicals 

manufactures  specialty  chemicals 

9 

18 

11A 

28 

7 

 1 

26.20 

28 

3 

Sykes  Enterprises 

provides  customer  contact  services  for  businesses 

4A 

17 

52T 

33 

43 

16.61 

18 

e 

United-Guardian 

develops  pharmaceutical  products  and  health  care  devices 

10A 

16 

2A 

85 

3 

10.20 

NA 

133 

AAON 

designs  and  makes  commercial  air  conditioners  and  heating  equipment 

5A 

3A 

145T 

644 

23 

19.73 

14 

: 

134 

Prestige  Brands  Holdings 

markets  over-the-counter  drugs,  cleaning  and  personal  care  products 

19T 

6 

11A 

14 

36 

10.98 

14 

5 

Cymer 

makes  and  sells  excimer  light  sources  for  ultraviolet  photolithography 

19 

8 

1A 

248 

98 

38.39 

16 

1,4 

69 

Denbury  Resources  (2) 

explores  for  oil  &  natural  gas 

6A 

54T 

120T 

319 

194 

44.69 

 ■ 

28 

5,3 

Power  Integrations 

develops  proprietary  high-voltage  semiconductors 

7 

15 

52  a 

530 

19 

29.71 

23 

8 

138 
139 

Atlantic  Tele-Network 

provides  telecommunications  services 

18 

22a 

30a 

•  750 

30 

36.35 

17 

5 

EMS  Technologies 

designs  and  manufactures  wireless  communications  products 

7 

11a 

10a 

174 

19 

24.53 

23 

3 

138 

Copart  (8) 

provides  salvage  vehicle  sale  services 

13 

13 

17 

167 

130 

34.39 

22 

3,0 

Macrovision 

provides  content  protection  and  digital  rights  management  technologies 

7 

3A 

100 

276 

32 

24.63 

19 

1,2 

Nathan's  Famous 

owns  and  franchises  a  fast-food  restaurant  chain 

14 

15 

20A 

544 

5 

16.50 

NA 

■  Not  on  last  year's  list.  ARecent  trend  up  versus  five-year  average.  ▼Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  132. 

For  more  information,  go  to  wvvw.forbes.com/200l 
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ind  the  cute  characters  and  slogans,  cereal  companies  are 
3us  about  putting  healthier  products  on  the  table.  One  national 
id  turned  to  Cargill  to  help  convert  their  entire  line  of  products  to 
le  grain,  requiring  that  the  change  not  affect  flavor  or  texture.  Cargill 
;loped  a  process  for  putting  whole  grain  corn  into  their  cereal  while 
ltaining  shelf  life  and  taste  appeal.  We  accomplished  it  all  within 
company's  challenging  time  frame.  The  successful  conversion 
ns  that  Americans  will  eat  an  additional  1.5  billion  whole  grain 
'ings  each  year.  This  is  how  Cargill  works  with  customers. 

1 1  a  b  o  rate     >     create     >  succeed™ 


V 


fie  quest  for  healthier 
ereal  never  ends. 


iv.cargillcreates.com 

Cargill.  Incorporated 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


07 
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GROWTH 

SALES 

NET 
INCOME 
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PRICE 

P/E 

MAfti 
VALL 

NK 

Of 

COMPANY  (consecutive  years  on  list) 

business 

RETURN 

ON 
EQUITY 

5-year 
average 

SALES 

5-year 
average 

% 

EPS 

5-year 
average 

% 

Latest 
12  months 
(SmfQ 

Latest 
12  months 
(Smil) 

(S) 

2007 
estimate 

■ 

CCA  Industries 

makes  and  distributes  health  and  beauty  products 

7A 

22v 

14 

254 

5 

9.46 

NA 

{ 

200 

Anaren  (2) 

develops  radio  frequency  devices  for  aerospace  market 

11 

5A 

32 

46 

15 

14.10 

16 

2t 

■ 

Tennant 

manufactures  floor-cleaning  solutions 

21 

g 

20 

62 

33 

48.70 

26 

9' 

■ 

California  Pizza  Kitchen 

operates  casual-dining  restaurants 

5 

12 

32T 

129 

20 

17.57 

22 

5( 

123 

Heartland  Express  (6) 

provides  nationwide  transportation  service  to  major  shippers 

10a 

8 

42  ▼ 

633 

85 

14.28 

17 

14j 

■ 

T-3  Energy  Services 

provides  design  and  repair  services  to  oil  &  gas  industry 

10 

17A 

11A 

597 

21 

42.64 

18 

4! 

■ 

Micrel 

manufactures  analog  power,  mixed-signal  and  digital  integrated  circuits 

18 

14T 

18a 

586 

47 

10.80 

23 

8* 

■ 

MGP  Ingredients 

distills  ingredients  for  food  and  fuel-grade  alcohol 

6 

g 

15 

189 

18 

10  27 

10 

11 

198 

Standard  Microsystems  (2) 

develops  integrated  circuits  for  computers 

5 

6 

145T 

266 

25 

38.42 

22 

8! 

■ 

Digi  International 

develops  technologies  to  connect  remote  electronic  devices  via  the  Internet 

8 

13 

22a 

368 

17 

14.24 

24 

31 

169 

Heico  (2) 

makes  replacement  parts  for  jet  engines 

4 

20a 

7a 

366 

38 

49.36 

34 

1  2) 

100 

Matthews  International  (8) 

manufactures  and  designs  memorialization  products  and  brand  solutions 

4a 

4 

128t 

169 

63 

43.80 

20 

 \ 

1,3' 

■ 

Manhattan  Associates 

develops  supply-chain  software  solutions 

8 

18 

14A 

478 

24 

27.41 

21 

7! 

168 

Buckle  (3) 

operates  medium-to  higher-priced  apparel  retail  outlets 

20 

19 

15 

747 

64 

37.94 

17 

1,1' 

■ 

Tessco  Technologies 

develops  communications  equipment  components  for  wireless  devices 

10 

13 

2a 

316 

6 

15.69 

13 

 J 

■ 

Rosetta  Resources 

explores  and  develops  natural  gas  properties  in  the  U.S. 

15 

7± 

15a 

563 

52 

18.34 

15 

9. 

■ 

AZZ 

manufactures  electrical  products  and  provides  galvanizing  services 

8A 

17A 

19a 

505 

24 

34.96 

19 

4 

125 

Supertex  (2) 

develops  analog  and  mixed-signal  semiconductor  components 

7 

8 

21 

307 

21 

39.88 

29 

5 

■ 

Chase 

provides  specialized  manufacturing,  coating  and  laminating  services 

12 

8a 

12A 

283 

10 

18.66 

NA 

1 

■ 

LSI  Industries 

markets  semiconductors  and  storage  systems 

8 

12 

50t 

94 

21 

20.52 

18 

41 

165 

Steven  Madden  (2) 

designs  and  sells  footwear 

14 

9 

2a 

123 

43 

18.95 

1 1 

4 

■ 

Charlotte  Russe 

retails  apparel  and  accessories  for  women 

9A 

7 

11 

337 

41 

14.64 

10 

3 

■ 

Landauer 

determines  occupational  and  environmental  radiation  exposure 

15a 

12 

17 

452 

19 

50.96 

23 

4 

180 

ICU  Medical  (2) 

develops  disposable  systems  for  intravenous  therapy  applications 

12 

16T 

11 

739 

25 

38.75 

25 

5 



•  ■ 

Opnet  Technologies 

provides  management  software  for  network  applications 

42  ▼ 

HA  T 

0 

O 

4A 

83 

7 

I  

1 1 .60 

55 

2 

■ 

Gentex 

develops  electro-optic  products 

12 

21T 

2 

199 

116 

21.44 

25 

3,0 

178 

J&J  Snack  Foods  (5) 

manufactures  and  distributes  snack  foods  and  beverages 

4 

17 

2A 

96 

33 

34.82 

20 

6 

■ 

Amsurg 

acquires  and  operates  ambulatory  surgery  centers 

15 

12 

10 

612 

41 

23.07 

16 

6 

■ 

Circor  International 

develops  instrumentation  and  thermal  fluid-control  products 

12 

9A 

16a 

561 

35 

45.41 

19 

7 

■  Not  on  last  year's  list.  ARecent  trend  up  versus  five-year  average.  ▼Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  132. 

For  more  information,  go  to  www.forbes.com/200l 
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GROWTH 
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NET 
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MARK 

VALU 

RETURN 
ON 

RANK 

07  '06 

COMPANY  (consecutive  years  on  list) 

business 

EQUITY 

5-year 
average 

SALES 

5-year 
average 
% 

EPS 

5-year 
average 

% 

Latest 
12  months 
($mil) 

Latest 
1 2  months 
(Smi.) 

S) 

2007 
estimate 

172 

H 

Movado 

makes  and  retails  branded  watches 

12 

18 

19a 

493 

51 

31 .92 

18 

83 

173 

174 

Jackson  Hewitt  Tax  Service  (2) 

prepares  individual  income  tax  returns 

7A 

11 

9 

647 

58 

27.96 

13 

84 

174 

Tech/Ops  Sevcon 

produces  motor  controllers  for  battery-powered  vehicles 

10 

14 

17 

549 

1 

8.80 

NA 

2 

175 

gg 

Helen  of  Troy 

distributes  brand-name  housewares  and  personal  care  products 

12 

14 

12 

293 

54 

19.31 

10 

58 

176 

MTS  Systems 

supplies  mechanical  test  systems  and  industrial  position  sensors 

5A 

8 

30 

38 

42 

41.60 

19 

74 

177 

I  OO 

Courier  (2) 

prints,  publishes  and  sells  books 

15 

14 

13A 

645 

30 

35.21 

16 

44 

178 

g 

Methode  Electronics 

manufactures  component  devices  for  original  equipment  manufacturers 

17 

3 

22A 

416 

30 

15.05 

19 

56 

179 

l  /  j 

American  Dental  Partners  (3) 

provides  business  services  to  dental  groups 

17 

5A 

12a 

297 

14 

28.01 

24 

34 

180 

17fi 

Exponent  (2) 

provides  science  and  engineering  consulting  services 

8 

7 

30 

470 

17 

25.09 

24 

36 

181 

Books-A-Million 

operates  bookstores  in  the  southeastern  U.S. 

10 

g 

24A 

241 

20 

13.23 

NA 

21 

182 

1  0*T 

Kaydon  (2) 

manufactures  custom  systems  for  construction  and  defense  industry 

11 

8 

14 

184 

73 

51.99 

22 

1,46 

183 

RF  Industries 

designs  and  sells  communication  products  and  wireless  digital  systems 

8 

4 

42 

534 

1 

6.60 

NA 

2 

184 

1R7 
1  o/ 

Gorman-Rupp  (2) 

markets  and  sells  fluid-control  systems  for  housing  markets 

13 

8 

19a 

420 

21 

33.16 

20 

44 

185 

Century  Casinos 

operates  casinos  internationally 

8 

11A 

13T 

15 

8 

6.10 

22 

14 

186 

E-Z-EM 

makes  and  markets  medical  diagnostic  and  therapeutic  products 

10 

6 

6 

290 

9 

16.26 

20 

17 

187 



Kadant 

manufactures  equipment  and  products  for  papermaking  and  recycling 

10 

12 

13a 

77 

21 

28.00 

18 

39 

188 

Espey  Manufacturing  &  Electronics 

makes  and  sells  electronic  power  supplies  and  components 

6 

5a 

68 

138 

2  . 

21.30 

NA 

4 

189 

Intersil 

designs  and  makes  high-performance  semiconductors 

5 

9 

5 

354 

140 

33.43 

25 

4,54 

190 

National  Beverage 

manufactures  and  distributes  beverage  products 

4a 

3 

12 

28 

22 

8.48 

21 

38 



191 

Noven  Pharmaceuticals 

develops  transdermal  drug-delivery  technologies  and  prescriptions 

6 

15A 

3A 

537 

25 

15.93 

20 

39 

192 

Shoe  Carnival 

retails  footwear  and  related  products 

3 

13 

2 

720 

21 

15.78 

12 

| 

20 

J 

193 

Dover  Downs  Gaming  &  Entertainment 

operates  casino,  hotel,  conference  center  and  racetrack 

15A 

1 

8 

541 

26 

10  39 

13 

33 

194 

I  CD 

Vital  Signs  (2) 

designs  respiration  products  for  anesthesia  markets 

11 

4 

OA 

71 

33 

52.14 

20 

69 

195 

Ducommun 

designs  aerostructure  and  electromechanical  components 

11 

8a 

10 

687 

17 

32.30 

19 

33 

196 

Oil-Dri  Corp.  of  America 

manufactures  and  markets  sorbent  products 

25t 

3 

8a 

•  223 

7 

18.40 

NA 

9 

197 

Preformed  Line  Products 

provides  equipment  to  telecommunications  industry 

12 

4 

3a 

213 

14 

52.02 

NA 

27 

198 

Waste  Industries  USA 

provides  waste  collection  and  recycling  services 

9 

7 

OA 

349 

21 

28.62 

18 

40 

199 

CSS  Industries 

provides  consumers  and  retailers  with  seasonal  gift-wrapping  supplies 

5 

5 

45  ▼ 

210 

25 



35.97 

14 

39 

200 

189 

Met-Pro  (2) 

makes  pollution  control  equipment  for  air  and  fluid  purification 

6 

4 

24a 

228 

11 

16.16 

20 

18 

■  Not  on  last  year's  list.  ».Recent  trend  up  versus  five-year  average.  'Recent  trend  down  versus  five-year  average.  Stock  prices  as  of  Sept.  28.  'Includes  all  share  classes. 

NA:  Not  available.  Sources  Reuters  Fundamentals  and  IBES  via  FactSet  Research  Systems.  ,  .  ,  ,    .  ,mnki 

For  more  information,  go  to  www.forbes.com/200IM 
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ROE 
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SALES  EPS 
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BOARD  OF 
DIRECTORS 
SCORE' 

A  AON 

133 

IOC 

lob 

198 

3 

A 

4 

Abaxis 

11 

4o 

,  

49 

13 

15 

Acme  United 

113 

1  c  1 

99 

123. 

cc 
DO 

ADDvantage  Technologies 

109 

Aft 

yu 

103 

52 

CO 

o9 

Advisory  Board 

46 

1  3 

78 

132 

AO 

4y 

Air  Methods 

94 

130 

52 

79 

A  A 

44 

Almost  Family 

77 

Q3 

~rvF 

176 

QQ 
00 

Ambassadors  Group 

29 

1  C 

82 

109 

OO 

55 

Amcol  International 

95 

/  / 

51 

121 

"7Q 
IO 

Amedisys 

32 

7fl 

/u 

12 

32 

DU 

American  Dental  Partners 

179 

77 
/Z 

188 

163 

oc 
30 

American  Medical  Alert 

129 

1U/ 

33 

99 

DO 

American  Reprographics 

56 

C3 

b3 

23 

78 

"7A 

/U 

Amsurg 

ob 

131 

173 

00 
55 

Anaren 

144 

1  33 

187 

80 

yu 

Ansoft 

by 

123 

17 

0 
5 

Ansys 

A 

4 

180 

43 

lb 

ArthroCare 

62 

1  7C 

73 

84 

oy 

Atlantic  Tele-Network 

bu 

60 

85 

1 1 

Al  Ml 

1  A  A 

144 

98 

53 

CO 
03 

Atwood  Oceanics 

1  37 

145 

138 

CC 
OO 

Avatar 

13 

~IA 

/4 

9 

9 

-7C 
/D 

l\LL 

159 

1  CC\ 

IbU 

91 

122 

QQ 
OO 

Balchem 

VI3 
43 

71 

94 

CO 

02 

Bio-Reference  Laboratories 

70 

to 

30 

183 

0 

3 

biacKuauo 

37 
3Z 

89 

107 

QO 
03 

Bolt  Technology 

lib 

31 

55 

3/ 

Books-A-Million 

181 

1  AO 

I4y 

152 

106 

O  1 

Boston  Beer 

99 

ZO 

147 

160 

AO 

48 

Bovie  Medical 

EE9 

Q3 

82 

161 

76 

1  0 
\2 

Bright  Horizons  Fam.  Solutions 

115 

CO 
DO 

120 

72 

52. 

Buckle 

156 

AQ 

77 

144 

OA 

oU 

Duff-tin  \hl\\A  Iflfinnr 

buitaio  who  wings 

1  ~iA 
\2Q 

21 

92 

92 

Build-A-Bear  Workshop 

23 

A  A 

17 

1 

So 

California  Pizza  Kitchen 

146 

1  QQ 

ioy 

129 

81 

7C 

/D 

Carbo  Ceramics 

66 

I  06 

39 

105 

14 

Cascade 

107 

1  CO 
1  05 

37 

118 

CA 

04 

CCA  industries 

1  /I) 

57 

149 

52. 

Century  Casinos 

1  C7 

lb/ 

144 

152 

•y  0 

\2 

Ceradyne 

12 

3 

11 

D/ 

Charlotte  Russe 

1  C/l 

1  D4 

179 

165 

c 
D 

cnase 

162 

158 

CA 

04 

Chattem 

97 

y  / 

79 

77 

1 

Cherokee 

2 

92 

125 

">  A 

Circor  International 

149 

136 

CA 

34 

Citi  Trends 

1  Q 

18 

58 

M  A 

Tnintprh  TplprnmmiiniratinrK 

V.  U  1  II  1  C  v  1  1    1  L  IL1.UI  1 II 1 IUI  1 1  Id  11  Ul  Id 

47 

68 

46 

5 

Copart 

109 

121 

133 

10 

Courier 

84 

116 

155 

29 

CRA  International 

111 

105 

47 

52 

COMPANY 


OVERALL 
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5-YEAR  AVERAGE  J  board  of 


ROE 


SALES 
GROWTH 


CSS  Industries 

199 
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„  Telecom 

Convergence 


D 


rogress  comes  in  different  forms, 
according  to  analysts  at  the 
research  firm  Current  Analysis 
(www.currentanalysis.com),  who 


by  David  Hold 


The  Fulure  of 
Enlerprise  Networking 


have  been  tracking  convergence  in  telecom 
tworks.  Just  ask  the  metropolitan  school  system 
at  replaced  its  traditional  phone  lines  with  a  new 
)IP  (Voice  over  Internet  Protocol)  phone  system. 
3t  only  did  it  eliminate  traditional  monthly  line 
arges,  but  it  brought  direct  dial  phones  into  each 
issroom  for  the  very  first  time.  The  result:  lower 
Dital  and  operating  costs  and  better  communica- 
>n  for  teachers,  students  and  parents. 
What  began  with  combining  voice,  video  and 


data  applications  and  collapsing  multiple  networks 
into  a  single  shared  network  has  quickly  evolved 
into  an  enterprise-wide  focus  on  integrating 
applications  and  enhancing  productivity.  Known 
as  unified  communications,  it's  a  concept  that 
leverages  converged  networking  technologies  to 
meet  customer  needs.  And  industry  leaders  Verizon 
Business,  the  global  business  services  unit  of 
Verizon  Communications,  and  SES  AMERICOM 
are  working  hard  to  advance  it  on  a  global  scale. 


Advertisement  2 


Verizon  Business  Offers  Global  Converged  Services  Over  IP 


With  more  than  32,000  employees  in  75  coun- 
tries, a  global  IP  network  serving  more  than 
2,700  cities  in  150  countries  and  more  than 
200  state-of-the-art  data  centers  in  22  coun- 
tries, Verizon  Business  is  fully  committed  to 
delivering  converged  services  over  its  global  IP  net- 
work. And  new  applications,  packages  and  services 
are  helping  it  succeed. 

Convergence  has  evolved  far  beyond  its  initial 
objective  of  controlling  costs  by  collapsing  multiple 
applications  on  common  communications  platforms. 
Today  convergence  enables  new  applications  that 
enhance  business  productivity  to  exceed  what  dis- 
parate networks  supporting  discrete  services  could 
achieve,  says  Mike  Marcellin,  vice  president  of  global 
product  marketing  at  Verizon  Business,  the  global 
business  services  unit  of  Verizon  Communications. 

£V  Verizon  Business'  IP  experience 
and  professional  services  capabilities 
can  aid  in  the  IP  evolution  by 
simplifying  the  complexity  of 
convergence  and  leveraging  its 
many  benefits  for  our  customers.  5 5 

Mike  Marcellin 
Vice  President  of  Global  Product  Management 
Verizon  Business 

INTEGRATED  COMMUNICATIONS  PACKAGE 

"Convergence  has  evolved  from  simply  merging  voice 
and  data  networks  to  achieving  functional  integration 
of  formerly  discrete  applications,"  Marcellin  states. 
Beyond  offering  a  variety  of  VoIP  solutions  in  25 
countries,  one  example  of  this  trend  is  Verizon 
Business'  recent  introduction  of  the  Integrated  Com- 
munications Package,  a  single  desktop  interface 
through  which  employees  can  access  voice  mail, 
control  incoming  and  outgoing  calls,  manage  their 
online  presence,  send  instant  messages,  conduct  con- 
ference calls  and  synchronize  contacts  and  calendars. 

PRIVATE  IP 

Private  IP,  Verizon's  flagship  service,  provides  a  foun- 
dation for  convergence.  Available  in  121  countries  and 
territories  around  the  world,  Private  IP  provides  a 
Layer  3  IP  Virtual  Private  Network  (VPN)  service 
based  on  Multiprotocol  Label  Switching  (MPLS)  tech- 
nology. It  offers  up  to  six  different  classes  of  service  and 


a  robust  suite  of  Application  Aware  reporting  tools, 
which  provide  greater  visibility  into  how  applications 
are  performing  over  a  customer's  network.  Today, 
nearly  1,000  Private  IP  customers  leverage  these  capa- 
bilities at  over  20,000  business  locations  worldwide. 

CONVERGED  PACKET  ARCHITECTURE 

Earlier  this  year,  Verizon  Business  announced  expan- 
sion of  its  Converged  Packet  Architecture  (CPA)  into 
European  and  Asia-Pacific  countries,  providing  the 
company  with  another  solution  to  meet  the  growing 
demands  of  its  global  business  customers.  CPA 
converges  all  services,  whether  IP  or  traditional, 
onto  one  common  network-access  interface.  Verizon 
Business'  converged  network  architecture,  coupled 
with  its  converged  solutions,  is  helping  companies 
embrace  next-generation  services  such  as  Ethernet 
to  run  their  business  applications  worldwide. 

MANAGING  COMPLEXITY 

Marcellin  cautions  however  that,  "with  convergence 
comes  added  network  management  complexity, 
which  requires  added  assurance  that  you  can  rely  on 
your  provider."  When  an  organization  combines  all 
of  its  services  on  a  single  platform,  "Strong  service 
level  agreements  (SLAs)  and  the  ability  to  manage  a 
corporate  network  and  its  applications  are  critical." 

With  heightened  complexity  has  come  a  boom 
in  managed  network,  security  and  hosting  services. 
Today,  over  40%  of  Verizon  Business  Private  IP 
customers  choose  a  managed  solution. 

"Companies  today  are  looking  for  more  profes-  j 
sional  services  to  help  them  assess,  plan  for  and 
design  more  complex  converged  network  solu- 
tions," says  Marcellin.  "Verizon  Business'  IP  expe- 
rience and  professional  services  capabilities  can  aid 
in  the  IP  evolution  by  simplifying  the  complexity 
of  convergence  and  leveraging  its  many  benefits  for 
our  customers." 

INTEGRATED  GLOBAL  ACCOUNTS:  TECH  SUPPORT 
GOES  LOCAL 

With  its  Private  IP  and  VoIP  service  offerings  spread 
over  so  many  countries,  Verizon  has  adopted  a  new 
approach  to  customer  service  that  emphasizes  post- 
sale  service  and  support  by  integrating  technical  sup- 
port resources  in  local  branch  offices  worldwide.  As 
a  result,  customers  of  all  sizes  receive  the  same  level 
of  service  everywhere  the  company  operates. 


I  I 
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global 
capability. 


personal 
iccountability. 


h  Verizon  Business,  you  get  a  communications  team 
l  the  resources  to  deliver  a  secure  global  IP  network, 
expertise  to  create  scalable  IP  solutions, 
I  the  dedication  to  be  there  when  you  need  them. 
zonbusiness.  com 

B  availability  varies  by  country.  ©2007  Verizon.  All  Rights  Reserved. 
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SE3  RMERICOM  Offers  Converged  Communications  Solutions 
Thar  Rre  Our  of  This  World 


Most  articles  extolling  the  benefits  of  modern 
communications  focus  on  the  advantages  of 
fiber  optics.  However,  these  articles  often 
overlook  one  inconvenient  fact:  The  vast 
majority  of  commercial  offices  in  the  U.S., 
up  to  85%  by  some  estimates,  are  not  connected 
to  fiber-optic  lines. 

Fortunately,  an  alternative  communications  net- 
work can  provide  service  almost  anywhere,  without 
the  need  to  install  fiber-optic  lines  and  negotiate  with 
local  access  providers.  It's  a  network  of  orbital  satel- 
lites from  SES  AMERICOM  that  gird  the  globe  with 
plentiful  communications  capacity  for  converged 
voice,  video  and  data  applications. 

{ V The  greater  the  number  of 
locations  and  the  more  remote 
the  locations,  the  more  cost- 
effective  satellite  becomes.  55 

Orlando  Skelton 
Vice  President  of  Enterprise  Solutions 
SES  AMERICOM 

THE  SES  AMERICOM  BUSINESS  NETWORK 

Since  1973,  SES  AMERICOM  has  been  providing 
satellite  communications  solutions  to  govern- 
ment agencies  and  commercial  businesses.  Today, 
AMERICOM  satellites  are  used  for  a  wide  variety 
of  business  applications,  such  as  connecting  remote 
oil  platforms  in  the  Gulf  of  Mexico  and  providing 
point-of-sale  and  credit  card  validation  for  retailers 
and  gas  station  chains. 

According  to  Orlando  Skelton,  vice  president 
of  enterprise  solutions,  "the  greater  the  number 
of  customer  locations  and  the  more  remote 
the  locations,  the  more  cost-effective  satellite 
becomes."  He  cites  one  of  the  largest  auto  manu- 
facturers in  North  America,  which  can  stream 
mechanic-training  videos  to  thousands  of  dealer- 
ships via  the  satellite  network.  Other  applications 
include  distance  learning  for  school  systems,  dig- 
ital signage  advertising  for  retail  stores,  fleet  and 
asset  tracking  and  monitoring  for  the  trucking 
industry,  and  offshore  communications  for  ships 
and  oil-drilling  platforms. 


"A  single  satellite  can  reach  nearly  any  locatior 
that  falls  within  its  footprint,"  Skelton  notes.  "Al 
that  is  needed  to  bring  up  a  new  location  is  ; 
modem  and  an  antenna." 

The  SES  AMERICOM  footprint  provides  ubiq 
uitous  coverage  over  most  of  the  U.S.,  and  the  com 
pany  will  soon  be  launching  a  new  bird,  AMC-21 
to  expand  coverage  in  the  Caribbean  Sea  and  Gu 
of  Mexico. 

IP  CONNECT:  A  LOW-COST,  FLEXIBLE  SOLUTION 

The  Internet  Protocol  (IP)  is  the  basis  for  converge 
networks,  and  SES  AMERICOM's  IP  Connect  ser 
vice  is  ideal  for  connecting  a  central  corporate  hu 
to  multiple  remote  offices.  The  service  enables  rau 
tiple  remote  sites  to  share  the  same  bandwidth  fo 
a  more  cost-effective  solution.  Bandwidth  rangin 
from  64  Kbps  to  9  Mbps  can  be  dynamicall 
adjusted  to  match  changing  business  conditions. 

SPACE:  THE  ULTIMATE  DIVERSE  PATH 

Satellite-based  business  network  services  are  als 
highly  reliable.  Offering  the  ultimate  diverse  path  - 
through  outer  space  at  an  altitude  of  22,300  mile 
—  satellites  are  relatively  immune  to  most  terrestrk 
disasters,  whether  natural  or  man-made.  Given  th 
many  challenges  the  distributed  business  enterpris 
faces  today,  SES  AMERICOM  satellite  system 
should  be  on  every  manager's  short  list  for  busines 
continuity  and  disaster  recovery  solutions. 

WEB  DIRECTORY 

SES  AMERICOM  •  www.ses-americom.com 
Verizon  Business  •  www.verizonbusiness.com 


WE  CONNECT  YOUR  DOTS. 


four  business  may  have  hundreds  of 
itions,  scattered  all  over,  in  some  of 
most  remote  locations  imaginable— 
i  on  and  off  the  North  American 
tinent — but  with 
ERICOM  Business 
work  (ABN), 
'II  never  have  to 
ry  about 
ig  connected. 
\M ERICOM  Business  Network  is 
ajor  evolution  in  business 
nectivity  with  a  suite  of  business- 
5  services  that  take  advantage  of 
AMERICOM's  flexible,  secure 
vork  of  satellites. 


AMERICOM 

BUSINESS  NETWORK 

Secure.  Flexible.  Reliable. 


ABN  has  the  connections,  the 
technology  and  the  expertise  to  solve 
even  your  most  challenging  connectivity 
issues  from  data  networking/IP  to 

content 
delivery, 
remote  and 
offshore 
communica- 
tions, and 
business  continuity/disaster  recovery 
with  a  system  capable  of  variable- 
bandwidth  management. 

ABN  is  fully  supported  by  U.S. -based 
SES  AMERICOM,  which  owns  and 
operates  a  leading  satellite  network  that 


includes  multiple  geosynchronous  space- 
craft in  orbital  locations  from  72°  West  to 
103°  West  today,  with  another  fifty-state 
satellite  being  added  to  the  125°  West 
orbital  location  in  2008. 

With  AMERICOM  Business  Network, 
you  can  be  certain  to  have  secure, 
flexible  and  reliable  connectivity  to 
wherever  your  business  may  take  you. 

For  more  information  on  ABN,  please 
call  Orlando  Skelton:  (1)  609-987-4362 
or  visit  our  Web  site: 
ses-americom.com/abn 

sesAamericom 


SES  AMERICOM,  Princeton,  n.j  USA 


info. americom(T/)ses-amencom. com 


©2007  SES  AMERICOM.  All  rights  reserved.' 


Aid  to  Africa 


AYANGE,  RWANDA  IS  ONE  OF  THE  POOREST 
towns  in  one  of  the  poorest  countries  on 
earth.  This  dusty  settlement  of  25,000  farm- 
ers in  the  center  of  Africa  has  no  running 
water  or  electricity.  It  got  its  first  paved  road 
this  summer.  Much  of  the  population  was 
wiped  out  during  Rwanda's  1994  genocide,  and  many  current 
residents  resettled  here  from  elsewhere  after  the  war.  Some  people 
here  don't  see  as  much  as  $50  in  cash  in  a  whole  year. 

Until  a  year  ago  it  was  not  uncommon  in  a  single  week  to 
have  the  funerals  of  three  young  kids.  Many  of  them  died  in  their 
homes  because  their  parents  couldn't  afford  the  town's  18-bed 
clinic,  which  was  often  out  of  drugs  anyway.  "I  am  used  to  the 
idea  of  death,"  says  82-year-old  Rosalia  Kabera,  who  has  lived  in 
the  town  her  whole  life.  "I  have  seen  women  die,  young  girls  die 
and  babies  die  during  delivery."  Her  1 -year-old  grandson,  Daniel, 
died  of  malaria  in  2006.  His  parents,  who  live  in  a  nearby  town, 
didn't  seek  treatment  until  it  was  too  late  because  they  couldn't 
afford  a  30-cent  co-payment. 

But  this  year  is  different.  Only  28  children  under  the  age  of  5 
have  died,  down  from  over  100.  The  difference  is  that  the  village 
now  has  a  functioning  health  center.  It  is  staffed  by  nurses,  not 
doctors,  and  has  little  high-tech  equipment  other  than  a  few 
microscopes.  But  it  provides  basic  services  like  generic  anti- 
biotics, rehydration  fluids  for  diarrhea,  malaria  medicines,  insec- 
ticide-treated bed  nets  and,  beginning  soon,  AIDS  drugs.  A  little 
over  a  year  ago  the  clinic  was  seeing  5  to  10  patients  a  day.  Now 
it  sees  200,  and  the  biggest  problem  is  overcrowding. 

The  changes  are  possible  because  of  a  Columbia  University 
program  that  has  pumped  $145,000  into  the  health  center, 
money  used  to  hire  and  train  more  nurses  and  install  an  order 
system  so  drugs  don't  run  out.  The  program  is  run  by  Joshua 
Ruxin,  a  Columbia  professor  of  public  health.  "We  are  trying  to 
take  health  systems  that  have  declined  and  bring  them  into  the 
21st  century,"  says  Ruxin,  who  hopes  to  bring  similar  improve- 
ments to  32  other  clinics  in  Rwanda.  "In  15  years  people  are 
going  to  say  stuff  happened  here.  It  wasn't  impossible." 


THE  RWANDA  CURE 

Western  do-gooders  are  pouring  billions  of  dollars  into  controlling 
malaria,  AIDS  and  other  killers  ravaging  the  world's  poorest  continent. 
Now  comes  the  hard  part  |  By  Robert  Langreth 
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A  Webcam  works 
wonders  in 
signing  up  poor 
villagers  for 
health  coverage 
in  rural  Rwanda. 


Of  the  9.7  million  annual  deaths  world- 
ride  of  kids  under  5,  at  least  6  million  could 
e  averted  with  existing  technologies,  a  2003 
:udy  found.  The  million  malaria  deaths 
auld  be  dramatically  reduced  with  $5  bed 
ets.  Oral  rehydration  fluids,  at  25  cents  per 
eatment,  can  prevent  many  of  another  1 .6  million  deaths  from 
ivere  diarrhea.  And  $1  generic  antibiotics  can  cure  the  1.8  mil- 
on  who  die  every  year  from  bacterial  pneumonia.  Measles  still 
[ills  390,000  a  year;  the  vaccine  to  stop  that  was  invented  in  1963. 

Some  of  what  sub-Saharan  Africa  needs  is  new  technology, 
|ke  a  malaria  vaccine.  But  what's  needed  most,  particularly  in 
frica,  is  better  logistics.  Much  of  Africa's  population  lives  in 
tral  villages  and  farms  miles  from  the  nearest  clinic.  Many 
)untries  have  one  doctor  or  less  for  every  10,000  residents.  It's 
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not  uncommon  for  rural  folks  to  die  at  home  without  ever  seeing 
a  doctor  or  nurse. 

"The  hardest  truth  for  people  to  come  to  terms  with  is  that 
the  practical  solutions  are  already  out  there,  but  they  are  not 
being  applied,"  says  Ruxin,  who  leads  the  effort  in  Mayange.  (It  is 
part  of  a  larger  Columbia  University/United  Nations  undertaking 
called  Millennium  Villages,  which  focuses  on  making  broad 
improvements  in  12  clusters  of  poor  villages  across  Africa.)  Adds 
Fred  N.  Binka,  a  public  health  expert  at  the  University  of  Ghana: 
"Donors  always  want  to  do  something  new.  The  simple  things 
aren't  so  glamorous." 

Economists  debate  whether  the  $600  billion  (in  today's 
dollars)  spent  on  foreign  aid  to  Africa  in  the  last  46  years  has 
done  any  good.  But  health  spending  has  delivered  visible  results. 
Smallpox  was  eliminated  in  1980  after  a  20-year  effort.  Merck's 


A  Bush  Administration  aid  official  told  the  Boston  Globe  in  June 
2001  that  bringing  more  AIDS  drugs  to  Africa  wouldn't  work 
because  many  residents  "don't  know  what  Western  time  is." 

One  of  the  first  to  prove  otherwise  was  Harvard  Medical 
School  physician  Paul  Farmer.  In  1985  he  started  a  clinic  in  one 
of  the  most  godforsaken  parts  of  Haiti,  among  the  poorest  coun- 
tries in  the  Western  Hemisphere;  it  soon  expanded  into  a  hospi- 
tal. For  years  skeptics  told  him  his  programs  were  too  complex  or 
expensive  to  work  in  dirt-poor  settings.  But  by  2003  the  centers 
had  treated  1,050  patients  with  AIDS  drugs.  The  Haitian  patients 
turned  out  to  be  more  reliable  than  low-income  patients  in 
Boston  at  adhering  to  their  regimens. 

Celebrity  economist  Jeffrey  Sachs,  then  at  Harvard  and  now 
director  of  Columbia  University's  Earth  Institute,  started  think- 
ing about  health  care  after  a  business  trip  to  Zambia  in  1995. 


20-year-program  to  donate  its  antiparasitic  ivermectin  has 
helped  treat  530  million  cases  of  onchocerciasis  (river  blindness), 
spread  by  black  flies  in  some  parts  of  Africa;  it  has  prevented 
40,000  cases  of  blindness  per  year.  Cases  of  Guinea  worm,  a  par- 
asite that  slowly  burns  through  the  skin,  are  down  from  3.5  mil- 
lion in  1986  to  25,000  last  year,  thanks  to  efforts  of  the  Carter 
Center  and  others. 

Yet,  until  the  last  few  years,  the  industrialized  world  neglected 
many  developing-world  diseases,  even  as  malaria  and  AIDS  spi- 
raled  out  of  control  in  Africa.  "When  I  went  to  medical  school, 
global  health  was  almost  a  nontopic,"  recalls  Tadataka  Yamada, 
62,  the  former  GlaxoSmithkline  executive  who  now  leads  the 
Gates  Foundation  health  efforts.  Rich  countries  spent  SI 00  mil- 
lion on  malaria  control  in  2000,  according  to  one  study— 20  cents 
per  case.  They  spent  S69  million  annually  on  AIDS  in  Africa, 
according  to  a  2001  Lancet  study. 

The  pessimists  said  it  was  simply  impractical  to  bring  compli- 
cated drug  regimens  into  poor  regions  with  little  infrastructure. 


Joshua  Ruxin  (left)  aims  to  make  Rwanda  into  a 
health  care  success  story  by  improving 
management  practices  in  isolated  clinics;  here 
he  is  with  patients  at  one  rural  center.  Above, 
a  nurse  consults  with  a  mother  at  Mayange. 

had  never  seen  people  d)ing  before  my  eyes.  It) 
was  the  most  shocking  thing,"  he  says.  "I  had  no) 
idea  that  people  died  of  the  most  extreme  lack! 
of  access  to  the  most  simple  things." 

Sachs  at  first  presumed  that  rich  countries  must  be  helping 
as  much  as  they  could,  but  the  more  he  looked  the  more  he  real- 
ized how  little  was  being  done  despite  the  rhetoric.  He  began 
exposing  the  meager  response  of  the  developed  world.  He  also 
examined  the  relationship  between  malaria  and  poverty* 
concluding  that  a  severe  malaria  problem  reduced  a  country's 
economic  growth  by  1.3  percentage  points  a  year,  even  after 
other  factors  such  as  geography  and  governance  were  taken  into 
account.  You  didn't  need  a"  humanitarian  motive  to  stop  malaria. 
It  made  economic  sense. 

In  2000  Sachs  started  pushing  in  speeches  and  journal  arti- 
cles for  a  worldwide  fund  for  treating  poor-country  plagues. 
Instead  of  having  to  negotiate  w  ith  dozens  of  donors,  African 
countries  could  set  their  own  plans  and  apply  for  grants  to  buy 
AIDS  or  malaria  treatments.  The  grants  would  be  evaluated  on 
technical  merit,  just  like  medical  grants  at  the  National  Insti- 
tutes of  Health. 
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In  2002  the  Group  of  Eight  countries  and  others  created  the 
[obal  Fund  to  Fight  AIDS,  Tuberculosis  and  Malaria,  much 
ang  the  lines  Sachs  had  advocated.  It  has  distributed  $8.6  billion 
far,  half  to  Africa;  it  includes  two-thirds  of  all  worldwide  fund- 
g  for  malaria  and  tuberculosis.  It  tries  to  hold  countries 
countable  by  using  accounting  firms  to  audit  results.  Out  of 
'0  grants,  only  9  have  been  canceled  so  far  for  poor  perform- 
ice;  another  3  have  been  suspended  for  corruption. 

Others  also  stepped  up.  Last  year  the  Bill  &  Melinda  Gates 
>undation  spent  $360.5  million  delivering  health  intervention 
poor  countries;  in  fiscal  2007  the  Bush  Administration  spent 
.7  billion  on  treating  AIDS  and  other  diseases  in  poor  countries. 
Dvartis  sold  62  million  courses  of  its  malaria  drug,  Coartem,  at 
ist  to  poor  African  countries. 

By  the  end  of  2006,  1.3  million  Africans  were  on  HIV  treat- 


others.  When  they  started,  there  was  not  one  doctor  in  this 
impoverished  region  of  425,000  people  near  the  Tanzanian  bor- 
der, 7  miles  from  the  nearest  paved  road.  The  drug  storeroom  was 
nearly  bare.  Partners  in  Health  quintupled  the  nursing  staff  and 
brought  in  six  Rwandan  doctors  and  the  first  AIDS  drugs  to  the 
region.  It  hired  hundreds  of  part-time  workers  to  visit  patients  and 
make  sure  they  were  taking  their  drugs.  The  Rwinkwavu  Hospital 
has  treated  1,995  patients  with  HIV  drugs — and  kept  96%  of  them 
alive.  It  delivers  100  babies  a  month,  versus  5  a  month  in  2005. 

Jennifer  Uwimana  was  a  living  skeleton  when  she  arrived  at 
Rwinkwavu  in  January  2006.  She  was  vomiting,  had  bad  diar- 
rhea and  weighed  just  over  8  pounds,  40%  the  normal  weight 
for  a  1 -year-old.  She  had  AIDS  and  tuberculosis,  an  especially 
lethal  combination  that  has  killed  millions  across  Africa.  With- 
out treatment  she  would  have  died  within  weeks.  But  doctors 


ment,  up  from  100,000 
in  2003.  "When  it  conies 
to  Africa,  the  belief  is 
that  not  much  can  be 
done.  My  goal  is  to 
ove  otherwise,"  says  Abdirahman  Mohamed,  a  Somali-born 
merican  doctor  who  leads  a  Gates-funded  program  to  distribute 
secticide- treated  bed  nets  and  control  malaria  in  Zambia.  In  June 
i  HIV  "  implemented"  conference  brought  1,500  doctors  and  pub- 
health  experts  to  Rwanda  to  discuss  how  to  get  AIDS  drugs  to 
frica.  "This  is  all  brand  new.  It  is  astounding,"  says  Harvard's 
rmer.  "A  few  years  ago  there  were  no  implementers." 

Rwanda  has  899  doctors  for  a  nation  of  9.9  million,  but  only  185 
t  in  rural  areas,  where  most  of  the  population  lives.  Per  capita  health 
ending  is  $14  a  year,  versus  $6,000  in  the  U.S.  But  the  Rwandan 
ivernment  is  stable,  the  cell  phones  work  and  the  economy  is  grow- 
g — notwithstanding  a  low  score  on  the  Heritage  Foundation/Wall 
reet  Journal  index  of  economic  freedom.  "The  level  of  vision  for 
bat  the  country  will  do  with  the  average  health  center  is  far  more 
nbitious  than  I  have  seen  anywhere  else"  in  Africa,  says  Colum- 
ns Ruxin,  who  has  also  worked  in  Kenya,  Ethiopia  and  Nigeria. 

In  2005  Farmer's  Partners  in  Health  charity  renovated  a 
:crepit,  barely  functioning  public  hospital  in  rural  Rwanda,  with 
I  million  in  funding  from  the  William  J.  Clinton  Foundation  and 


were  able  to  treat  her  with  a  cocktail  of  TB  medicines,  antibiotics 
and  generic  AIDS  drugs. 

Jennifer's  HIV  is  now  under  control,  her  tuberculosis  is  cured 
and  her  cheeks  are  chubby.  At  2  xh  she  cruises  around  the  hospi- 
tal malnutrition  ward  (where  her  mother  now  works),  boldly 
starting  a  game  of  peek-a-boo  with  a  stranger  and  grabbing  his 
camera  to  see  the  display.  Her  mom,  Olive  Ilibagiza,  sometimes 
looks  at  her  child,  amazed  at  the  turn  of  events.  "Where  I  came 
from  and  where  I  am  now,  it  is  unbelievable,"  she  says. 

Ruxin  became  fixated  on  Africa  after  the  big  Ethiopian  famine 
of  1984.  While  still  in  high  school  he  founded  a  student  charity  to 
raise  money  for  hungry  children;  by  his  senior  year  it  had  chapters 
nationwide.  But  after  getting  a  Ph.D.  in  the  history  of  medicine,  he 
concluded  that  charitable  groups  didn't  have  the  answers  and  went 
to  work  in  the  private  sector  as  a  consultant  to  developing  countries. 
His  work  eventually  led  him  to  cross  paths  with  Sachs,  who  hired 
him.  He  now  supervises  a  staff  of  85  aid  workers  in  Rwanda. 

When  Ruxin  visited  Mayange  in  2005,  there  were  no  nurses 
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present  even  though  it  was  the  middle  of  a  workday.  The  health 
center  had  such  a  bad  reputation  that  locals  would  walk  miles  to 
avoid  going  there,  says  Ranvir  Dhillon,  an  American  medical  stu- 
dent who  helped  out  in  Mayange  for  18  months.  When  he 
started,  the  village  was  in  the  midst  of  a  drought,  and  malnutri 
tion  was  so  prevalent  that  Dhillon  would  shove  16  skinny  kids 
into  the  projects  SUV  to  drive  them  to  a  hospital  where  food  was 
available.  For  the  first  few  months  so  many  people  were  dying 
that  Dhillon  spent  much  of  his  workweek  delivering  bodies  back 
to  grieving  families  and  organizing  and  attending  funerals. 

A  few  radio  ads  brought  in  dozens  of  unemployed  nurses 
from  nearby;  11  were  hired  to  bring  the  staff  up  to  15.  This 
helped  the  clinic  stay  open  all  night  to  deliver  babies;  previously 
most  moms  had  delivered  in  their  homes  without  professional 
help.  Now  80%  of  births  take  place  at  the  center. 


health  center  for  everything  from  various  fevers  to  her  kids'  nigh( 
terrors.  "I  have  never  had  proper  care  like  this  before,"  she  says. 

Can  the  progress  at  Mayange  (or  Rwinkwavu)  be  dupln 
cated  elsewhere?  New  York  University  economist  Williani 
Easterly  is  what  you  might  call  a  compassionate  skeptic.  Hi 
says:  "People  like  Jeffrey  Sachs  and  Bill  Gates  see  themselves  as 
messiah-like  figures  who  are  going  to  change  the  world.  In  th^ 
real  world  money  and  technology  is  5%  of  the  solution;  95%  ij 
implementation.  You  need  a  functioning  public  health  system! 
and  that  is  exactly  what  is  missing  in  most  of  Africa.  ...  If  onlj 
we  had  good  Latin  names  for  diseases  like  'missing  healtH 
worker'  or  'stolen  drugs' — those  should  be  the  diseases  thai 
donors  should  treat." 

Easterly  says  efforts  to  help  places  like  Mayange  are  "lik< 
trying  to  create  a  miniature  Utopia  in  the  middle  of  a  dysfunc 


The  health  center  was  only  a  few  hundrec 
yards  from  electrk  transmission  lines,  but 
nobody  had  ever  bothered  to  connect  it.  Ruxin  j 
persuaded  the  government  to  do  that.  Alison  ^^^^^^^^ 
Hager,  a  Pfizer  finance  official  who  volunteered  in  Rwanda  for 
six  months,  got  her  company  to  donate  100  used  laptops  for 
Mayange  and  other  nearby  clinics,  for  use  in  tracking  drug 
inventories.  One  problem  was  getting  people  to  come  to  the 
health  center.  Rwanda  requires  citizens  to  pay  a  $2  annual 
premium  for  health  coverage  and  get  a  photo  ID,  but  the  nearest 
store  with  a  camera  was  a  7-mile  walk  from  Mayange.  The  solu- 
tion: a  $35  Webcam  attached  to  the  laptop. 

Vumumiriya  Mugorewase,  47,  lives  in  Mayange  with  her  six 
children.  She  makes  $8  per  month  braiding  hair.  In  the  past  she 
used  traditional  African  healers,  even  though  their  medicines 
didn't  work,  because  she  couldn't  afford  the  national  health  plan. 
Her  16-year-old  daughter,  Madeline,  nearly  died  from  malaria  in 
June  2006.  She  survived  only  because  Mugorewase  ran  into 
Dhillon  on  the  street  one  evening  a  week  after  Madeline  had 
developed  a  fever.  They  took  turns  carrying  the  nearly  comatose 
child  to  a  car  to  got  her  to  a  hospital  in  the  nick  of  time. 

In  the  fall  of  2006  Mugorewase  was  able  to  sign  up  for  the 
health  plan  at  a  reduced  rate  (subsidized  by  the  Millennium 
Villages  project)  via  the  Webcam.  Since  then  she  has  used  the 


Weighing  babies  at  the  Mayange 
health  center  (left).  Rosalia  Kabera, 
82,  has  watched  many  people  die 
from  treatable  diseases.  Kids  play  in 
typical  Mayange  street  (right). 

tional  society  you  cannot  fix.  The) 
cannot  be  replicated,  they  cannot  b 
scaled  up."  (Sachs  dismisses  his  cri| 
ics  as  "professional  complainers.  If  they  want  to  do  somethini 
some  other  way,  do  it.  If  all  they  want  to  do  is  complain,  stay  oi 
of  the  way.") 

Mayange  is  successful  in  part  because  the  Millenniur 
Villages  project  pays  the  salaries  of  14  of  the  17  nurses  now  then 
The  Rwandan  government  is  supposed  to  eventually  take  ove 
more  nurse  salaries.  The  typical  rural  clinic  in  Rwanda  is  a  lfl 
farther  than  Mayanges  from  the  electric  grid. 

With  funding  from  the  Glaser  Progress  Foundation,  Ruxi 
and  his  Rwandan  colleague  Blaise  Karibushi  are  trying  to  hel 
32  isolated  clinics  better  manage  the  limited  resources  the 
have.  Laptops,  for  example,  help  nurses  keep  track  of  who  hi 
been  treated  for  what,  so  clinics  can  qualify  for  governmei 
bonuses.  But  where  does  the  electricity  come  from?  On 
forlorn  clinic  in  Mareba,  miles  down  a  hilly  dirt  road  froi 
Mayange,  has  two  laptops  to  track  drug  inventory  an 
expenses.  The  clinic's  solar-powered  batteries  are  able  t 
run  only  one  at  a  time,  along  with  some  dim  fluorescei 
bulbs.  Ruxin  doesn't  have  enough  money  to  put  in  a  bett< 
solar  energy  system. 
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We're  using  these 
planes  like  an 
everyday  tool  — 
like  a  computer 
or  e-mail,"  says 
yid  H.  Park,  president  of  Foster 
y,  Calif.-based  Tadpole  Ventures, 
s  a  game-changing,  life-changing 
erience." 

\11  across  the  country,  business  exec- 
'es  like  Park  are  discovering  that  a 
iness  aircraft  is  more  than  just  a 
/  to  get  from  here  to  there.  "The 
le  is  a  mandatory  business  tool  for 
'  adds  Tom  Duff,  managing  partner 
Columbia,  Miss.-based  Southern  Tire 
rt,  LLC,  the  country's  largest  inde- 
dent  truck  tire  company.  "It's  an 
istment  like  a  manufacturing  plant 
i  store.  What  would  it  cost  us  if  we 
n't  have  that  plane?"  he  asks.  "It's 
cost  of  missed  opportunity." 
letired  real  estate  executive  Dick 
:haux  comments,  "The  experience 
owning  a  private  plane)  was  so  good 
t  the  conversation  shifted  from  a 
-benefit  analysis  to  just  the  benefit." 
Ibday,  tens  of  thousands  of  busi- 
es and  individuals  worldwide  have 
ized  that  the  value  of  a  business  air- 


craft far  outweighs  the  associated  costs. 
"We're  seeing  tremendous  worldwide 
growth.  These  business  aircraft  really 
are  giving  companies  of  all  sizes  a  com- 
petitive advantage,"  says  Jim  Schuster, 
chief  executive  officer  of  Hawker 
Beechcraft  and  former  chairman  of  the 
General  Aviation  Manufacturers  Asso- 
ciation, a  trade  group  representing 
global  aircraft  manufacturers.  "The  cul- 
tural bias  against  [business]  aircraft  has 
really  begun  to  fade  away  as  people 
realize  they  can  be  more  competitive 
and  operate  their  businesses  more  effi- 
ciently with  the  airplanes.  Even  smaller 
companies  are  truly  seeing  the  benefit, 
and  it's  really  picking  up  pace." 

INVEST  IN  TIME 

Not  surprisingly,  Phoenix,  Ariz. -based 
Honeywell  Aerospace  projects  record 
business-aircraft  deliveries  throughout 
2007.  The  trend  appears  unabated 
with  12,000  new  aircraft  worth  a  com- 
bined $195  billion  expected  to  be 
acquired  over  the  next  decade.  Mean- 
while, FAA  forecasts  for  commercial 
travel  continue  to  be  dismal,  with  the 
number  of  passengers  carried  annually 
on  U.S.  commercial  flights  expected  to 


hit  the  1  billion  mark  by  2015.  Delays 
are  at  an  all-time  high  and  cost  the 
nation's  economy  billions  annually. 
And  with  no  ready  means  of  relief 
from  the  traditional  hub-and-spoke 
system  that  funnels  70%  of  all  passen- 
gers through  just  30  busy  hub  airports, 
things  are  not  looking  up  for  commer- 
cial air  travel. 

"[A  business  aircraft]  is  not  inexpen- 
sive, but  it's  definitely  worth  it,"  says 
Elizabeth  Rice  Grossman,  a  retired 
hedge  fund  manager  who  knows  a  sure 
thing  when  she  sees  it.  "It's  value  added 
to  your  whole  life  experience,"  she  says. 

Ready  to  invest  in  your  own  com- 
pany's future?  With  a  decision  this 
important,  it's  definitely  not  time  for  a 
one-size-fits-all  approach.  The  Business 
Aircraft  Acquisition  and  Financing 
Guide  is  your  resource  for  discovering 
the  wide  variety  of  ways  to  gain  busi- 
ness aircraft  benefits.  It  details  some  of 
the  most  popular  options,  and  uncov- 
ers some  surprising  approaches  for 
purchasing.  Additionally,  it  speaks  to 
key  industry  executives  who  can  help 
you  chart  the  best  course  for  your  own 
needs  and  develop  customized  strate- 
gies for  managing  the  costs. 
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The  Plane  Truth: 
Assessing  Your 
Needs 


The  prospect  of  owning 
your  own  plane  can  be 
exciting.  But  purchasing 
an  aircraft  requires  the 
same  careful  considera- 
tion given  to  any  weighty  business 
decision.  "Beware  of  making  a 
purely  emotional  decision,"  cau- 
tions Rudy  Tenore,  senior  vice  pres- 
ident, sales  and  asset  manager,  Banc 
of  America  Leasing  Corporate  Air- 
craft Finance.  "You  may  be  enam- 
ored with  a  particular  plane,  but 
the  reality  is  you  need  to  select  the 
aircraft  that  best  fits  your  specific 
needs."  Gil  Wolin,  vice  president. 
Corporate  Communications  for 
TAG  Aviation,  USA,  agrees.  "The 
most  important  thing  you  can  do  is 
to  define  your  mission,  which 
means  where  are  you  going,  how 
many  people  are  you  taking  and 
how  often  are  you  doing  it?" 

Other  fundamental  considerations 
include  the  desired  duration  of  com- 
mitment, whether  you  might  need  to 
accommodate  multiple  sets  of  travel- 
ers in  different  regions  on  the  same 
day  or  whether  your  travel  require- 
ments vary  sufficiently  for  you  to 
consider  a  mix-and-match  approach. 
There's  certainly  no  shortage  of 
choices. 

\  SOMETHING  FOR  EVERYONE 

Charter  and  jet  cards  offer  the 
lowest  levels  of  commitment,  while 
fractional  ownership  presents  some 
unique  benefits  not  found  with 
whole  aircraft  ownership,  such  as 
the  simultaneous  use  of  multiple 
airplanes.  Then  again,  you  might 
want  to  customize  your  plane's 
interior  for  specific  requirements  or 
always  travel  on  the  same  aircraft 
—  things  only  outright  ownership 
can  offer. 


And  of  course,  issues  of  cabin 
comfort  and  amenities  should  not  be 
ignored.  Somebody  might  only  fly 
one-hour  missions,  and  even  though 
a  small  jet  could  meet  his  or  her 
travel  needs,  at  the  end  of  the  day  a 
stand-up  cabin  and  a  lavatory  might 
be  desirable  enhancements,  explains 
Michael  Scheeringa,  chief  executive 
officer  of  Flight  Options. 

Darren  Blackett,  Avantair  vice 
president,  sales  and  marketing,  sug- 
gests asking  yourself,  "Is  this  the  best 
aircraft  and  the  most  efficient  pro- 
gram for  my  needs,  and  can  I  get 
where  I  need  to  in  a  timely  manner 
and  with  a  great  deal  of  comfort  and 
the  ultimate  safety?" 

SEEK  ADVICE  FROM 
INDEPENDENT  INDUSTRY 
EXPERTS 

With  so  many  factors  to  consider, 
it's  essential  to  make  sure  you  are 
working  with  advisors  who  will 
keep  your  best  interests  and  budget 
in  mind.  Companies  such  as 
Orleans,  Mass. -based  Conklin  &  de 
Decker  Aviation  Information,  for 
example,  provide  objective  and 
impartial  financial  comparisons  and 
tax  implications  for  all  of  the  vari- 
ous new  and  used  aircraft  choices 
and  acquisition  strategies,  including 
whole-,  managed-,  joint-,  fractional- 


and  co-ownership,  as  well  as  lea; 
options. 

Top  aircraft  management  con1 
nies  such  as  TAG  can  also  offer  u 
ased  advice  and  refer  prospec 
buyers  to  independent  tax  and  fir 
cial  experts.  "Aviation  is  an  area  \ 
complex  regulations  and  demanc 
operating  requirements  that  fall 
the  'don't  try  this  at  home'  categc 
comments  Michael  Moore,  TAG 
president,  marketing  and  sales 
think  most  of  the  stories  you  hea 
people  who  have  had  a  less  u 
rewarding  experience  with  airpl; 
are  based  on  not  buying  the  right 
plane  for  the  solution." 

Banc  of  America's  Tenore  agt 
"Mistakes  can  be  costly,"  he  < 
tions,  "so  it's  best  to  work  with 
ation  professionals  who  can  gi 
the  customer  through  all  the  var 
processes."  Often  this  can  be 
independent  aviation  consultant 
lending  institution,  but  even 
manufacturers  and  fractional  o 
ership  companies  themselves 
offer  fair-minded  opinions. 

"When  customers  first  contac 
we  want  to  make  sure  that  we're 
wasting  their  time  and  that  the 
looking  at  the  right  program 
their  requirements,"  says  Avant 
Blackett.  "If  we  determine 
about  80%  of  their  travel  can  be 


In  striving  for  a  carbon  neutral  environment,  Avantair 
is  teaming  up  with  TerraPass,  to  restore  the  balance  of 
the  impact  of  carbon  emissions.  Avantair,  the  exclusive 
fractional  provider  of  the  Avanti  P.  180,  already  boasts 
the  lowest  carbon  emissions  in  the  fractional  aircraft 
industry  -  and  now,  with  Avantair,  you  can  fly  carbon 
neutral  with  our  partnership  with  TerraPass. 

Call  today  and  start  flying  Green  with  Avantair 
fractional  ownership  -  are  you  an  ECOtraveler  yet? 


AVANTAIR  FRACTIONAL  OWNERSHIP       877.289.7180  AVANTAIR.COM 
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by  one  plane,  that  is  the  aircraft  we 
point  them  to."  That's  just  how  it 
happened  for  Avantair  fractional 
share  owner  Daryle  Scott,  who  found 
the  unique  Piaggio  Avanti  turboprop 
to  be  a  perfect  fit.  Flying  out  of  a 
small  airfield  near  his  Jacksonville, 
Fla.,  headquarters,  he  finds  that  the 
Avanti  is  the  only  plane  with  the 
range  he  needs  to  fly  halfway  across 
the  country  and  the  short-field  capa- 
bility to  land  near  his  home  base. 
"The  Piaggio  can  land  and  take  off 
from  Craig  Airport,  which  is  four 
miles  from  my  office  and  has  a 
4,000-foot  runway.  Jacksonville 
International  —  the  nearest  airport 
with  longer  runways  —  is  25  miles 
away.  To  fly  on  any  of  the  other  jets 
that  might  be  a  little  bit  faster,  I 
would  need  to  tack  an  extra  half 
hour  on  both  ends  of  my  trip  to  get 
to  and  from  the  airport.  So  there's  no 
way  to  get  anywhere  more  quickly 
than  taking  the  Avanti  from  my  local 
airport,"  he  comments. 


Your  Ticket 
To  Ride: 
The  Financial 


Options 


Often  the  acquisition 
process  can  make  even 
the  most  enthusiastic 
prospects  shy  away 
from  aircraft  owner- 
ship. Increasingly,  everyone  from 
banks  to  fractional  providers  has 
realized  that  financial  simplicity  and 
a  customized  approach  are  key  to 
addressing  prospective  buyers'  needs. 
While  a  significant  portion  of  owners 
are  still  paying  cash  for  their  aircraft, 
a  whole  new  breed  of  financing 
options  offered  through  established 
institutions  like  Bank  of  America  and 
GE  Capital  Solutions  is  allowing 
companies  and  individuals  all  across 


the  financial  spectrum  to  make  an 
investment  in  their  future  productiv- 
ity and  success.  Loan  aqd  lease 
arrangements,  flexible  contracts  with 
opt-out  clauses,  options  to  upgrade 
or  downgrade  one's  aircraft  mid- 
term, and  even  the  disappearance  of 
remarketing  fees  —  once  the  penalty 
for  early  cancellation,  and  something 
fractional  provider  Bombardier  Flex- 
jet  has  recently  eliminated  —  are  all 
heralding  a  new,  more  fluid  approach 
to  financing  aircraft  ownership. 

TO  LEASE  OR  NOT  TO  LEASE? 

Customers  who  either  can't  gain  addi- 
tional tax  advantages  from  taking 
depreciation  on  the  asset,  or  don't  wish 
to  tie  up  a  large  amount  of  capital, 
challenge  their  company  balance-sheet 
ratios  or  accept  the  market  risk,  are 
finding  the  new  lease  options  particu- 
larly appealing.  In  fact,  it's  something 
that  Flight  Options'  Scheeringa  has  seen 
really  gain  momentum.  "Next  to  the  jet 
card,  leasing  is  the  fastest-growing  area 
of  the  company,"  he  comments,  adding 
that  Flight  Options  offers  leasing  peri- 
ods as  short  as  12  months. 

Tony  Kioussis,  vice  president  of 
strategic  marketing  for  GE  Capital 
Solutions'  Corporate  Aircraft  Group, 
also  thinks  leasing  deserves  a  second 


look.  "It  is  surprising  sometimes  t< 
client  how  much  better  off  they  c 
be  under  a  lease  arrangement  th 
under  a  loan  arrangement,"  he  sa 
One  such  benefit  is  that  the  tax  s; 
ings  acquired  by  the  lessor  p; 
directly  to  the  lessee  in  the  form 
lower  monthly  payments. 

SIMPLIFYING  THE  COST 
CALCULATION 

Fractional  ownership  providers  ; 
likewise  rapidly  demystifying  l 
acquisition  process  for  their  c 
tomers.  Industry  leaders  like  Ci 
tionShares  and  Avantair  offer  fi> 
monthly  billing  for  ease  of  budg 
ing,  and  Flight  Options  alio 
owners  the  flexibility  to  fly  anywh 
from  80%  to  120%  of  their  to 
hours  during  the  five-year  contr 
period  and  pay  management  f 
only  on  the  hours  flown.  Ownersi 
was  once  perceived  as  a  long-te 
commitment,  but  that  portrayal  is 
longer  accurate.  Myriad  options 
opting  out,  upgrading  or  downgr; 
ing  and  making  countless  otl 
adjustments  mid-contract  are  m 
not  only  allowed,  but  expected. 

"I  think  there's  a  misconcept: 
out  there  that  once  you  buy  a  fr 
tional  share,  you're  locked  in  for  i 
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years,"  says  Patrick  Dunlavy,  Citation- 
Shares'  executive  vice  president,  sales, 
marketing  and  contracts.  "The  only 
thing  that's  really  locked  in  for  five 
years  is  your  price,  which  is  a  good 
thing.  What  people  don't  realize  is 
that,  at  least  with  our  products,  after 
one  year  you  can  sell  [your  fractional 
sharej  back  to  us  and  exit  the  pro- 
gram, or  you  can  buy  something  else. 
In  fact,  60%  of  our  business  is  done 
with  our  existing  customers  who  are 
trading  in  and  usually  buying  some- 
thing bigger  or  newer." 

Bob  Knebel,  vice  president  of  sales 
for  Bombardier  Flexjet,  offers  his  cus- 
tomers similar  flexibility.  "We  recog- 
nize that  [our  customers']  lives  are  not 
always  predictable.  So  we  want  to  give 
people  the  ability  to  move  as  their 
needs  suggest  they  should,"  he  says. 
Through  a  unique  program  called 
"Versatility  Plus,"  Flexjet  owners  can 
buy  extra  time  on  an  as-needed  basis 
or  sell  excess  annual  hours  in  order  to 
fine-tune  their  requirements. 

OPTIONS  GALORE 

Off-peak  opportunities  like  Flight 
Options'  "Departure  Options"  and 
CitationShares'  "Citelines,"  with  vari- 
able pricing  based  on  the  number  of 
peak  travel  days  required,  offer 
increased  economy  for  flexible  travelers 
who  can  avoid  flying  on  the  busy  travel 
days  around  major  holidays.  "That's  a 
brilliant  thing,"  says  Dick  Michaux,  an 
enthusiastic  Flight  Options  owner, 
"especially  if  you're  retired  like  me,  and 
you  don't  necessarily  have  to  be  any 
place  at  a  specific  time."  Flexjet  offers 
similar  off-peak  price  advantages  on  its 
"Flexjet  25"  Jet  Card. 

Of  course,  finding  the  right  option 
is  a  very  personal  and  subjective 
decision,  and  what  makes  perfect 
sense  to  one  individual  may  baffle 
another.  "The  fractional  people  can't 
imagine  buying  a  jet  card  because  it's 
too  expensive,  and  the  jet  card 
people  can't  imagine  buying  a  frac- 
tional share  because  it  involves  risk," 
explains  CitationShares'  Dunlavy. 
But  whatever  your  choice,  it's  impor- 
tant to  keep  the  cost  in  perspective 


by  considering  the  value  gained. 
Despite  the  fact  that  the  acquisition 
price  is  a  big  number,  "You  have  to 
look  at  this  as  an  investment  and  not 
an  expense,"  sums  up  Gordon 
Wishart,  regional  vice  president,  air- 
craft acquisition  and  sales  for  TAG 
Aviation,  USA. 


Prepare  for 
Takeoff: 
Making  the 
Most  of  Your 
Investment 


i 


"^p*  think  [aircraft  ownership]  is 
a  continuous  learning  expe- 
rience," comments  TAG's 
Wishart.  "People  will  get 
,into  an  aircraft  and  find 
that  it  is  truly  a  great  tool,  so  they'll 
use  it  more  and  more  to  the  point 
that  they  will  either  get  into  a  larger 
aircraft  or  they  might  even  buy  an 
additional  aircraft." 

From  on-demand  charter  to  low- 
commitment  jet  cards  to  fractional 


and  outright  ownership,  there  h: 
never  been  so  many  choices  and  b 
efits.  And  you  may  not  even  hav< 
choose  because  the  lines  are  blurn 
The  newest  crop  of  innovative  p 
grams  offers  blended  solutions  an 
tailored  approach. 

Fractional  ownership,  for  ex; 
pie,  combines  the  safety  and 
tainty  of  owning  your  own  pi- 
with  unique  opportunities  to  d 
tomize  your  usage.  "The  beaut; 
thing  about  fractional  ownershi 
that  a  portion  of  the  custorm 
need  may  be  for  a  larger  airci 
and  another  portion  may  be  be' 
suited  to  a  smaller  plane,"  exph 
Flexjet's  Bob  Knebel.  "So  with 
ability  to  own  shares  in  differ 
models,  you  can  optimize  y 
investment  and  create  the  id 
solution."  Flexjet  also  recei 
repealed  premiums  for  additio 
1/1 6th  shares  (25  annual  hours) 
customers  can  really  fine-tune  tl 
ownership  commitments. 

AIRCRAFT  OWNERSHIP  IS 
ONE  THING,  MANAGING  IT 
IS  SOMETHING  ELSE 

Considering  the  unfettered  acces 
outright  ownership?  "The  bigj 
issue  facing  a  lot  of  first-time  bu; 
is  how  they  are  going  to  har 


JACK  NICKLAUS'  WORLD 
BIRDIE -GOOD 
EAGLE -BETTER 


CitationShares 

BEST 

Jack  Nicklaus  is  used  to  playing  a  smart  game, 
)n  the  course  and  off.  His  golf  course  design 
)usiness  is  recognized  as  the  world  leader,  and 
ie  commands  the  highest  level  of  excellence.  So 
t's  no  surprise  that  when  it  came  to  fractional 
et  ownership,  he  chose  CitationShares.  Our 
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operations  requirements,"  comments 
TAG's  Moore.  It  is  an  issue  that 
bewilders  many  willing  prospects. 
"Are  they  really  prepared  to  learn  to 
run  a  little  airline?  How  is  the 
owner  going  to  handle  the  day-to- 
day aircraft  demands,  legal  compli- 
ance and  the  people  and  support 
systems  required?"  he  says.  "There 
are  an  awful  lot  of  things  that  need 
to  be  done  on  the  way  to  the  first 
trip."  Top-quality  professional  man- 
agement firms  like  TAG  provide 
unparalleled  levels  of  service  and 
safety  to  outright  owners  who  don't 
have  the  inclination  or  infrastruc- 
ture to  maintain  an  in-house  flight 
department. 

Today,  programs  like  Flight 
Options'  "Interchange"  can  offer  all 
the  convenience  and  safety  of  a  pro- 
fessional management  company  for 
whole  aircraft  purchasers,  including 
crew,  maintenance,  operation  and 
other  ownership  responsibilities.  In 
addition,  whole  owners  can  gain  the 
distinct  benefits  of  fractional  owner- 
ship such  as  anytime,  anywhere 
access;  multiple  planes  at  the  same 
time;  and  no  empty-leg  expenses.  And 
it  doesn't  stop  there.  Similar  to  the 
charter  opportunities  arranged  for  by 
management  companies  like  TAG, 
your  plane  will  be  part  of  the  general 
Flight  Options  fleet,  earning  revenue 
whenever  you  are  on  the  ground. 

THE  PERFECT  ACCESSORY 

Meanwhile,  popular  jet  cards  like 
Flight  Options'  "JetPASS  Ultimate" 
card,  Flexjet's  "Flexjet  25"  card  and 
CitationShares'  "Vector  Jet  Card"  all 
offer  significant  savings  on  nonpeak 
travel,  making  them  not  only  the  per- 
fect "try-before-you-buy"  opportunity, 
but  also  a  valuable  accessory  to  frac- 
tional ownership.  It's  an  important 
part  of  managing  the  cost,  says  one 
management  consultant.  "A  lot  of  the 
time  our  travel  schedule  is  flexible,  so 
(the  jet  card]  is  actually  cheaper  [for 
off-peak  travel],"  he  explains,  adding 
that  he  still  appreciates  the  option  to 
use  his  fractional  share  when  timing 
is  critical. 


From  Buy  to 
Good-Bye: 
The  Importance 
Of  an  Exit  Strategy 

At  some  point,  the  plane 
you  just  purchased  is 
going  to  be  back  on  the 
market,  and  it's  never 
too  early  to  start  con- 
sidering the  best  way  to  ensure 
optimum  return  on  your  invest- 
ment. "Most  people  don't  consider 
it,  but  when  you  begin  the  process 
of  buying  an  airplane  you  should 
already  be  thinking  about  the  day 
you  are  going  to  sell  it,"  says  Banc 
of  America's  Tenore. 

If  you're  buying  outright,  taking 
into  account  the  re-marketability  of 
your  plane  before  you  even  purchase 
it  can  save  you  time  and  trouble 
when  you're  ready  to  move  on. 


Impeccable  record  keeping  is  anotr 
key  to  ensuring  the  highest  residi 
values,  but  Tenore  also  recommen 
enlisting  the  services  of  a  reputall 
professional  management  compa 
that  will  ensure  that  the  aircraftl 
operated  to  the  highest  safety  a| 
service  criteria.  Tony  Kioussis  of  C 
Capital  Solutions  agrees:  "Comr. 
nies  like  TAG  and  others  that  ha 
excellent  operational  and  safe 
standards  add  a  well-document 
element  of  professionalism  a 
skill  that  you  as  an  individi 
owner/operator  —  no  matter  h< 
good  your  maintenance  and  flig 
crew  are  —  cannot  offer  to  the  ne 
aircraft  buyer,"  he  adds. 

Tip-to-tail  service  and  pay-b 
the-hour  maintenance  progra: 
also  boost  marketability.  "There 
absolutely  no  doubt  that  these  pi 
grams  definitely  enhance  the  res| 
ual  value  of  an  aircraft,"  confir 
Tenore,  adding  that  they  also  bei 
fit  the  current  owner  by  eliminati 
unexpected  bills  for  costly  unschi 
uled  repairs. 


Simplifying  Jet  Ownership 


!\s  you  consider  your  aircraft  purchase  and  ongoing  travel 
nanagement,  put  TAG  Aviation's  experience  and  discretion  to 
work  for  you.  Buying  and  managing  an  aircraft  is  a  complex 
xocess.  We  know  that  the  choices  you  make  will  have  a 
profound  effect  on  your  lifestyle,  as  well  as  your  finances. 

AG  Aviation  brings  you  the  resources  of  one  of  the  world's 
eading  providers  of  personal  air  travel  services,  with  a  portfolio 
)f  managed  aircraft  valued  in  excess  of  $1  billion  and  aircraft 
ransactions  exceeding  $250  million  per  year.  We'll  work  with 
'ou  to  understand  the  market,  acquire  the  aircraft,  identify  your 
jnique  travel  needs  and  provide  a  personalized  aircraft 
nanagement  solution. 


At  TAG,  we  provide  a  turnkey  flight  department  to  efficiently 
transform  your  aircraft  into  a  personal  air  travel  system 
with  a  crew,  dedicated  to  you,  at  your  home  base.  You  enjoy 
local  service  with  the  management  systems  and  discounts  of  a 
global  fleet.  Our  integration  of  aircraft  acquisition  and 
management  services  combines  the  acquisition  with  the 
management  of  all  maintenance, 
finance  and  operational  details,  from 
start  up  through  your  time  of  ownership. 

After  all,  we  understand  your  ultimate 
goal  is  travel,  not  merely  ownership. 


Aircraft  Acquisition  and  Brokerage,  Management,  Charter  Sales 


650-342-1717  •  solutions@tagaviation.com  •  www.tagaviation.com 

New  York  •  San  Francisco  •  Minneapolis  •  London  •  Geneva  •   Hong  Kong  •  Sydney 
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REGENERATING  VALUE 

Fortunately,  when  the  time  comes  to 
sell,  you  can  be  sure  that  the  plane 
you've  outgrown  will  be  the  perfect  fit 
for  someone  else.  "A  well-maintained 
used  aircraft  is  every  bit  as  safe  and 
comfortable  as  a  brand-new  one," 
emphasizes  TAG's  Wolin.  And  used 
aircraft  values  are  hitting  a  record 
high.  Dunlavy  confirms  that  his  com- 
pany's Cessnas  have  retained  their 
value  extraordinarily  well. 

Moore  points  out  that  a  used  air- 
craft can  be  upgraded  with  the  latest 
avionics  and  engine  modifications; 
the  interior  can  be  reconfigured  to  an 
owner's  requirements;  and  ultimately 
the  value  is  enhanced. 

"There  is  a  gigantic  market  out 
there  for  pre-owned  airplanes,"  com- 
ments Wishart.  Because  of  manufac- 
turer backlogs,  new  aircraft  buyers 
may  have  to  wait  two  to  three  years 
or  more.  "These  buyers  need  an 
interim  aircraft,  so  they  are  buying 
up  what's  available,  and  that  tends  to 
push  [used  aircraft]  prices  up  much 
higher,"  adds  Banc  of  America's 
Tenore. 

Furthermore,  as  the  trend  does 
not  appear  to  be  diminishing  anytime 
soon,  this  is  good  news  for  buyers 
and  sellers. 


View  from  the 
Top:  Discovering 
A  New  World  of 
Opportunity 

£  £  t's  easy  to  think  that  using  a 
private  jet  is  too  expensive," 
says  the  chairman  of  an 
executive  training  organiza- 
tion. "The  more  important 
question  is,  how  much  more  expen- 
sive is  it  not  to  use  it?" 

The  president  and  chief  executive 
officer  of  an  industrial  parts  manufac- 
turer adds,  "Do  you  congratulate  your- 


I 


self  for  saving  $3,000  in  travel  costs 
after  you  lose  a  $5  million  contract?" 

Much  more  than  just  a  means  of 
transportation,  today's  business  air- 
craft are  taking  countless  companies 
and  individuals  to  new  heights  of 
productivity  and  success.  "Using  a 
business  aircraft,  there  are  things  you 
can  do  in  a  day  that  would  normally 
take  two  days,  so  your  airplane 
allows  you  to  do  more  and  create 
new  opportunities,"  says  a  partner  of 
a  bicoastal  venture  capital  firm. 

"I  make  deals  I  would  not  have 
been  able  to  make  before,"  confirms 
Jerrold  Rosenbaum,  founder,  president 
and  chairman  of  national  clothing 
retailer  The  Body  Shop  of  America, 
Inc.,  enthusing  over  the  opportunity  his 
Avantair  fractional  share  has  created. 

With  careful  consideration,  atten- 
tion to  detail  and  an  adviser  you  can 
trust,  your  company,  too,  can  take 
advantage  of  the  amazing  benefits  a 
business  aircraft  can  offer.  "I  feel 
very  fortunate  to  be  able  to  use  the 
plane  for  my  business.  It  really  gives 
us  a  competitive  edge,"  says  an 
electronics  distributor  based  in  the 
Southeast  who  owns  his  aircraft  out- 
right. "The  advantages  are  very  clear." 


So  go  ahead:  Join  the  tens 
thousands  of  companies  and  indi\ 
uals  that  have  dramatically  chanj 
the  way  they  do  business  and  I 
their  lives.  Reach  for  the  sky.  N 
more  than  ever,  it's  a  very  down- 
earth  decision. 
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Big-Box  Banking 


RICARDO  SALINAS  PLIEGO,  THE 
third-richest  man  in  Mexico, 
disdains  monopolies,  dismisses 
minority  shareholders  and 
loves  to  trash  the  SEC.  He 
:ens  publicly  owned  U.S.  companies  to 
ray  cats"  in  desperate  need  of  an  owner. 
%  calls  Wall  Street  "pathetic."  Last  year,  in 
e  midst  of  a  lawsuit  against  the  Tele- 
undo  TV  network,  his  lawyers  accompa- 
ed  armed  police  officers  who  descended 
i  the  set  of  a  show  to  seize  cameras 
id  other  gear.  Some  investors  say  his 
mpanies'  stocks  trade  lower  because  of 
5  bad  attitude. 

"I  don't  like  to  be  told  what  to  think,"  he 
/s,  "and  even  less,  what  to  do." 
ius  has  Salinas,  5 1  and  worth  $5 
lion,  turned  a  modest  family 
siness  into  a  conglomerate  that 
<es  in  $5  billion  a  year  in  revenue 
.  telecom,  media,  retail  and  bank- 
l-  He  has  built  his  empire  as  an 
tsider  on  the  fringes  of  Mexico's 
lbby  business  community. 

Salinas  thrives  on  forcing 
:w  competition — and  lower 
ices — on  monopolistic  indus- 
es,  targeting  a  booming  mar- 
t  his  competitors  have 
nored:  Mexico's  poor.  Some 
i%  of  its  108  million  people 
e  on  less  than  $2  a  day. 

Salinas  got  his  start  by  taking 
er  his  family's  discount  retailer, 
-upo  Elektra,  in  1987.  (It  had  59 
)res  then,  1,600  now.)  In  1993 
launched  his  television  net- 
)rk,  TV  Azteca,  to  steal  viewers 
)m  the  country's  leading  channel,  Televisa; 
uses  TV  Azteca  to  air  Elektra  ads.  Then, 
1999,  he  introduced  a  low-cost  mobile  car- 
t,  Unefon,  to  undercut  the  dominant  player, 
nerica  Movil,  controlled  by  Carlos  Slim 
Ml,  who  now  rivals  Bill  Gates  as  the  world's 
:hest  person.  Now  Salinas  is  pushing  hard 
to  banking.  His  Elektra  chain  was  the  first 
tailer  to  enter  the  business  when  it  opened 
inco  Azteca  in  2002.  Now  it  has  more  than 
0  minibranches  in  Elektra  stores  and  al- 
ost  700  at  other  outlets.  Last  year  Azteca 
ok  in  $1.1  billion  from  7  million  low-in - 
rne  clients — a  quarter  of  Mexico's  28  mil- 
m  "unbanked"  people. 
"I  come  from  the  outside,"  says  Sali- 


Mexican 
Maverick 

Ricardo  Salinas  Pliego  turned  a  few 
family  electronics  stores  into  a 
$5  billion  empire  by  tilting  at  monopolies 
and  selling  to  the  poor — and  enraging 
investors  along  the  way  |  By  Helen  Coster 


Outside  advantage:  Salinas  targeted  Mexico's  monopolies,  and  made  billions. 


nas,  who  isn't  related  to  former  Mexican 
president  Carlos  Salinas  de  Gortari.  "I 
have  been  the  challenger.  I  have  chal- 
lenged all  of  the  business  models  here. 
We're  now  involved  in  challenging  the 
banking  oligopoly." 

Four  foreign  giants  control  80%  of  the 
market  in  Mexico:  Britain's  HSBC,  Spain's 
BBVA,  Citibank's  Banamex  and  Spain's 
Santander  Serfi'n.  But  a  year  ago  Mexico's 
Ministry  of  Finance  granted  12  new  bank- 
ing licenses  to  local  retailers  Grupo 
Famsa,  Coppel  and  other  entrants. 

Now  Salinas  faces  a  daunting  challenge: 
Here  comes  Wal-Mart.  Its  67%-owned 
Wal-Mex  chain,  Mexico's  biggest  retailer, 


soon  will  begin  offering  savings  accounts, 
debit  cards  and  checking  at  its  632  stores. 
Salinas  counters:  "Any  dim-witted  person 
can  be  a  banker  that  takes  deposits.  It's  a 
stupid  business."  The  difficult  part,  he 
adds,  is  building  cash  "and  turning  around 
and  lending  it  to  Luis  and  Pepe — and  then 
being  able  to  collect  it." 

To  reach  Luis  and  Pepe  Banco  Azteca 
employs  a  fleet  of  4,000  loan  officers  who 
hop  on  motorcycles  to  criss-cross  the 
poorest  neighborhoods  of  Mexico's 
crowded  cities  and  backwater  towns.  The 
denizens  lack  any  credit  history,  so 
Azteca's  lenders  assess  creditworthiness  by 
inspecting  the  customers'  homes  and 
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interviewing  their  neighbors.  They  enter 
the  data  on  handheld  electronic  devices 
that  zap  the  info— over  Salinas'  Iusacell 
network— back  to  their  bosses. 

Each  easy-loan  rider  makes  50  visits  a 
day,  and  together  the  fleet  processes 
14,000  new  loans  daily.  Average  sum:  S257 
apiece.  Borrowers  make  their  payments  at 
Elektra  stores.  Grupo  Elektra  is  a  big-box 
retailer  that  sells  60%  of  its  goods  on 
credit  and  now  exceeds  S3  billion  in 
annual  revenue.  But  the  bank  claims  only 
10%  of  its  loans  are  for  Elektra  purchases; 
the  rest  are  for  clothing,  food,  medical 
expenses  and  other  necessities.  Banco 
Azteca  has  a  90%  collection  rate  overall, 
and  it  has  been  growing  42%  a  year  since 
starting  in  2002. 

Inside  Elektra  stores  prices  are  touted 
by  their  weekly  payment  requirements.  A 
refrigerator  is  tagged  at  S13 — that  is,  S13 
a  week  for  78  weeks;  that  comes  to  S  1,0 14 
for  a  fridge  that  can  be  bought  for  S596 


up  front.  The  ad  doesn't  disclose  that  the 
weekly  plan  amounts  to  paying  70% 
more.  Aztecas  loans  last  for  an  average  of 
60  weeks.  Salinas  says,  unapologetically, 
that  his  bank  charges  customers — the 
poorest  inhabitants  of  a  poor  nation — an 
average  interest  rate  of  50%  annually,  or 
1%  per  week. 

This  rankles  detractors.  "People  who 
shop  at  Elektra  are  thinking  in  terms  of 
whether  they  can  afford  the  weekly 
payment.  Elektra  is  exploiting  that 
psychology,"  says  Clemente  Ruiz  Duran,  a 
professor  at  Universidad  Nacional  Auto- 
noma  de  Mexico  who  studies  Mexico's 
unbanked  and  has  a  balanced  view  of 
Elektra.  Salinas  says:  "If  we  were  such  a 
bad  buy,  they  wouldn't  come  back  to  us." 
Maybe  they  have  nowhere  else  to  go. 

Azteca  has  an  1 8%  stake  in  a  credit 
bureau  with  credit  histories  on  26  million 
low-income  people,  and  it  now  offers  auto 
loans,  savings  accounts,  pension  funds 
and  insurance.  The  bank  has  6.2  million 
accounts,  at  an  average  of  S587  per  cus- 
tomer. In  three  years  Salinas'  insurance 
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arm,  Seguros  Azteca,  has  issued  10.3  mil- 
lion policies. 

Ricardo  Salinas'  business  roots  date 
back  a  century.  In  1906  his  grea't-grand- 
father,  Benjamin  Salinas,  opened  a  furni- 
ture shop  with  a  brother-in-law,  Joel 
Rocha.  They  expanded  into  department 
stores  (Grupo  Elektra  today  has  56  Salinas 
y  Rocha  stores),  but  Benjamin's  son,  Hugo 
(Ricardo's  grandfather),  was  pushed  out  in 
the  early  1950s.  He  had  started  Elektra  to 
assemble  radios,  and  later  he  would  com- 
pete with  his  dad's  chain. 

Growing  up,  Salinas  sold  honey  in  jars 
door-to-door  and  spent  weekends  playing 
in  stacks  of  lumber  for  cabinets  made  at  the 
family  factor}'.  He  got  his  M.B.A.  from 
Tulane  University  and  joined  Elektra  in  1 98 1 . 
A  year  later  the  Mexican  peso  was  devalued 
and  the  company  almost  went  bankrupt.  In 
1987  Salinas  took  over  to  rebuild. 

In  1993  the  Mexican  government  set  the 
sale  of  one  of  its  TV  networks,  posing  a  chal- 


lenge to  the  one  dominant  commercial  net- 
work, Grupo  Tele\isa,  controlled  by  the  late 
Emilio  Azcarraga  Milmo,  who  died  in 
1997.  Salinas  offered  S643  million— 30% 
more  than  the  next-highest  bidder.  Later  it 
emerged  that  he  had  borrowed  S29  million 
from  the  brother  of  then  president  Carlos 
Salinas  de  Gortari  to  help  finance  the 
deal — a  move  Ricardo  Salinas  had  flatly  de- 
nied. That  fueled  speculation  of  a  rigged  deal, 
his  high  bid  notwithstanding,  and  it  inten- 
sified when  the  government  reportedly 
blocked  a  congressional  inquiry. 

Salinas  denied  any  wrongdoing  and 
sued  the  rival  Televisa  TV  journalists  who 
investigated  the  deal.  A  federal  commission 
later  said  the  deal  was  clean.  He  used  TV 
Aztecas  news  programs  to  attack  his  foes. 
"I  was  on  the  evening  news  for  about  a 
week,  personally  attacking  Tele\isa,"  he  says. 

Relishing  another  fight,  he  targeted 
telecom  in  1999,  launching  the  Unefon 
wireless  carrier  to  take  on  Carlos  Slim's 
America  MoviL  Once  again  he  aimed  at 
the  poor,  undercutting  rivals'  prices  by 
80%.  Great  synergy:  Salinas'  Elektra  stores 


rented  out  their  rooftops  for  Unefo 
antennas,  and  his  TV  Azteca  networ 
advertised  the  new  Unefon  service. 

"Many  people  laughed  at  Salinas  an 
asked  'How  can  he  expect  poor  people  I 
embrace  technology?,'"  says  Ernest 
Piedras,  head  of  the  Competitive  Intell 
gence  Unit,  a  consulting  group.  Yet  sine 
Unefon  started,  cell  phone  penetration  h; 
more  than  tripled  among  the  poor,  to  33^ 
Now,  "that's  where  the  growth  is,"  sai 
Piedras,  who  expects  the  number  of  Mexj 
cans  with  mobiles  to  grow  56%  by  2012. 

In  2003  Salinas  acquired  a  75%  stal 
in  Grupo  Iusacell,  the  third-rankc 
mobile  carrier  in  Mexico,  from  Yerizc 
and  Vodafone  for  S7  million  and  S8C 
million  in  assumed  debt.  Four  years  lat> 
his  stake  was  at  almost  S600  million;  I 
March  Iusacell  acquired  Unefon,  and  Sal 
nas'  75%  stake  in  the  combo  now  is  wor 
more  than  SI  billion. 

But  a  Unefon  deal  got  Salinas  in  troi 
ble  with  the  U.S.  Securities  8c  Exchanj 
Commission  in  2005.  He  had  struck  a  de 
for  Unefon  to  get  S325  million  in  de 
owed  to  a  creditor  sold  to  another  firr 
Codisco,  for  only  S107  million.  Thr 
months  later  Codisco  sold  the  debt  f« 
S325  million  to  Salinas'  publicly  held  1 
Azteca.  The  SEC  charged  that  Salinas  h; 
failed  to  disclose  a  key  fact:  Codisco  w 
secretly  owned  by  Salinas  himself  and 
partner,  Moises  Saba. 

In  July  2005  Salinas  delisted  his  cor 
panies  from  the  U.S.  stock  exchanges,  ai 
in  September  2006  he  settled  with  the  SI 
for  S8.5  million.  Salinas  dismisses  tl 
episode  as  a  mere  disclosure  mistake- 
very  profitable  one  for  him,  given  that  1 
50%  stake  in  Codisco  let  him  reap  a  ti> 
SI 09  million  gain  on  the  debt  trick. 

Some  enraged  investors  say  this  beha 
ior  has  a  cost.  Grupo  Famsa,  an  Elekl 
rival,  trades  45%  higher  than  Elektra.  B 
Salinas,  who  owns  75%  of  Iusacell,  73% 
Grupo  Elektra  and  61%  of  TV  Azteca,  do< 
n't  care  about  short-term  stock  prices. '  Ar 
body  who's  been  a  long-term  invesl 
with  us  has  made  a  ton  of  money — a  to 
TV  Azteca  stock  has  doubled  in  five  yea 
Iusacell  is  up  sixfold,  Electra  is  up  fivefo 
Those  who  don't  bet  on  him  "leave  a  lot 
money  on  the  table,"  he  says.  "And  th; 
fine  with  me." 


m 


"I  don't  like  to  be  told  what  to 
—even  less,  what  to  do." 
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HUMAN  CAPITAL  MANAGEMENT: 
What  the  C-Suite  Needs  to  Know  About  Benefits 


g  the  Best  of  Benefits 


By  David  Creelman 


M 


ention  employee 
benefits  to  CEOs  and  the  word  that  prob- 
ably springs  to  mind  is  "costs." 

True,  benefit  expenses  have  been  a  hor- 
rendous headache  for  American  corpora- 
tions, but  some  organizations  are  looking 
at  benefits  in  a  more  positive  light. 

John  Edwardson,  the  CEO  of  technol- 
ogy wholesaler  CDW  Corp.  in  Vernon 
Hills,  111.,  says  benefits  are  part  of  an 
integrated  competitive  strategy. 

A  pillar  of  CDW's  strategy  is  the  belief 
that  happy  coworkers  lead  to  happy 
customers.  Although  CDW  provides 
medical,  dental  and  life  benefits,  that's 
not  what  drives  engagement  and  per- 
formance. Instead,  the  company  builds 
relationships  with  employees  by  offering 
perks  such  as  on-site  day  care,  tuition 
reimbursement,  birthday  gifts  for 
employees'  kids  and  breakfast  refresh- 
ments twice  a  week. 
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TIME  TO  CALL  MERCER 

As  a  leading  global  provider  of 
human  resource  consulting,  out- 
sourcing and  investment  services, 
Mercer  serves  more  than  25,000 
clients,  including  most  of  the  world's 
leading  companies  and  govern- 
ments, and  many  rapidly  growing 
organizations  in  some  of  the  world's 
fastest-growing  economies.  We  are 
truly  a  worldwide  organization  with 
60%  of  our  clients  located  in  Europe, 
Asia  Pacific  and  Latin  America. 

Mercer  also  has  a  strong  market 
presence  among  midsize  compa- 
nies. These  clients  benefit  from  our 
expertise  in  working  with  large 
multinationals  and  from  our  expe- 
rience with  smaller  but  rapidly 
growing  companies  that  seek 
best  practices  in  order  to  gain  a 
competitive  advantage. 

Mercer's  unmatched  global 
network  ensures  integrated 
worldwide  solutions  for  clients 
who  wish  to  establish  global  policies 
and  procedures  while  respecting 
local  cultural,  legal  and  regulatory 
requirements.  Our  locally  based 
professionals  are  also  available  to 
address  country-specific  issues 
and  opportunities. 


www.timetocallmercer.com 
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MARSH    MERCER  KROLL 
GUY  CARPENTER    OLIVER  WYMAN 


One  smart  tiling  organizations  are 
doing  is  providing  targeted  wellness 
programs  and  offering  incentives 
for  employees  to  participate.  J  •) 

Lenny  Sanicola 


_ 


ractice  leader.  \\  odd 
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As  nice  as  these  benefits  are,  they 
seem  unlikely  to  provide  a  strategic 
advantage.  After  all,  it  would  be  easy  for 
competitors  to  simply  copy  the  practice. 
However,  these  benefits  are  not  stand- 
alone items;  instead,  they  support  a  cul- 
ture that  sees  a  relationship  between 
caring  for  employees  and  heightened 
business  performance. 

According  to  a  2005  report  by 
consulting  firm  Towers  Perrin,  the 
strongest  driver  of  employee  engage- 
ment is  senior  management's  active 
concern  for  their  well-being. 

"We  communicate  our  package  of 
benefits  as  cultural  perks,"  says  Dennis 
Berger,  vice  president  of  coworker  ser- 
vices at  CDW.  "They  are  part  of  the  deal 
the  company  makes  with  employees.  In 
return  for  hard  work,  CDW  delivers  a 
great  place  to  work  and  a  place  where 
you  can  grow." 

That  includes  giving  employees  the 
opportunity  to  mentor  others  or  do  vol- 
unteer work.  It's  interesting  to  note  that 
CDW  recognizes  the  opportunity  to  help 
other  people  as  a  benefit.  The  company 
constantly  sends  e-mails  such  as:  "The 
Red  Cross  needs  help  this  weekend.  We 
encourage  coworkers  to  sign  up." 

That  kind  of  communication  com- 
pletes the  link  from  launching  benefits 
programs  to  changing  employee  atti- 
tudes and  behaviors. 

In  2000,  following  CDWs  first  $1  bil- 
lion quarter,  top  management  decided 
to  reward  the  performance  of  cowork- 
ers with  a  special  "cultural  perk." 
Significandy,  the  idea  did  not  come  from 


a  benefits  manager  or  the  head  of  hur 
resources,  but  rather  from  its  CEO. 

The  program  involved  a  month 
giveaways,  starting  with  25  employ 
winning   iPods.   By  the   end  of 
monthlong  event,  one  lucky  emplo 
walked  away  with  a  sports  car.  1 
kind  of  perk  is  an  investment  in  a 
ture.  It's  a  visible  demonstration  that 
company  cares  about  employees 
cares  about  performance. 

The  link  to  performance  is  an  imp 
tant  one. 

"Many  of  the  young,  inside  sales  A 
love  the  idea  of  working  at  home, 
that  perk  has  to  be  earned.  Hit  strel 
targets  and  you  can  work  one  dai 
home.  Start  missing  them  and  you 
that  benefit,"  Berger  says. 

For  CDW,  benefits  are  part  of  a  si 
egy  to  compete  and  win  by  ha^ 
engaged  employees.  It's  a  never-enc 
creative  exercise  to  invent  the  right  h 
efits  and  deploy  them  in  such  a 
that  they  are  seen  not  as  entitleme 
but  rather  as  something  that  builc 
special  relationship  with  employees 

Tricia  Trout,  a  principal  at  hur 
resource  services  company  He* 
Associates  in  Lincolnshire,  111., 
companies  get  greater  value  out 
benefits  by  helping  employees  m 
better  decisions. 

Technology  has  allowed  organ 
tions  to  give  employees  choices  in  t 
selection  of  benefits.  This  is  a  g 
thing,  especially  if  your  employees 
have  keen  analytical  minds,  d 
insight  into  the  various  benefits  opti 
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J.  Greg  Ness 
Senior  Vice  President 
Insurance  Services  Group 
Standard  Insurance  Company 

STANDARD  INSURANCE 
COMPANY 

Your  employee  benefits  program  is 
crucial  to  the  health,  productivity  and 
well-being  of  your  workforce.  When  it's 
time  to  choose  an  insurance  carrier  for 
your  group  disability,  life  or  dental 
insurance  plans,  look  to  a  company 
that  has  the  strength,  stability  and 
dedication  to  deliver  on  its  promises. 

For  more  than  55  years,  The 
Standard  has  provided  group  insur- 
ance products  that  simplify  the  lives 
of  employers  and  protect  employees. 
Our  very  first  group  insurance  cus- 
tomer became  a  policyholder  in 
1951  and  remains  with  us  today  — 
a  testament  to  the  high  level  of  care 
we  provide  to  customers. 

As  a  national  leader  in  employee 
benefits.  The  Standard  is  known  for 
providing  outstanding  customer 
service,  operating  with  integrity  and 
backing  commitments  with  superior 
financial  strength.  We  will  take  the 
time  to  understand  the  particular 
needs  of  your  company  and  are  dedi- 
cated to  exceeding  your  expectations. 

www.standard.com 


and  a  sharp  understanding  of  risk. 
Unfortunately,  most  humans  are  not 
like  that.  Many  people  do  not  make 
good  decisions  about  benefits.  Therein 
lies  the  opportunity. 

"If  organizations  can  help  employees 
make  better  decisions,  then  employees 
have  the  opportunity  to  maximize  the 
value  of  their  own  and  their  employers' 
contributions  across  benefit  programs." 
Trout  says. 

Decision-support  technology  helps 
people  make  better  choices,  but  the  key 
to  effectively  using  technology  is  under- 
standing human  behavior.  The  first 
attempts  at  decision  support  delivered 
more  and  better  information,  but 
employees  suffered  from  information 
overload  and  were  unable  to  make 
sense  of  the  information. 

"We  now  use  technology  to  provide 
more  guidance  and  direction  instead 
of  relying  on  the  employee  to  be 
really  smart."  Trout  says.  "This  new 
approach  gets  employees  to  tell  a  bit 
about  themselves  and  then  it  presents 
a  suggestion  using  the  language  of 
employees,  not  the  language  of  bene- 
fits specialists." 

Lenny  Sanicola.  the  benefits  practice 
leader  for  the  WorldatWork  association, 
also  says  there  is  good  news  in  the 
world  of  benefits. 

"One  smart  thing  organizations  are 
doing  is  providing  targeted  wellness  pro- 
grams and  offering  incentives  for 
employees  to  participate."  Sanicola  says. 

Employers  are  looking  at  their  aggre- 
gated medical  data  and  seeing  where 


health  improvements  will  make 
biggest  difference.  It  might  be  for  c 
ditions  such  as  asthma  or  diabetes 
could  be  smoking  cessation  or  sti 
reduction.  VC Tiatever  the  issue,  a  targe 
approach  makes  the  most  of  an  inv 
ment  in  a  wellness  program. 

The  other  key  word  is  "incentiv 
Behavior  shapes  health.  To  cha: 
behavior,  it  helps  to  provide  incenti' 
Companies  encourage  employees 
take  pan  in  wellness  initiatives 
everything  from  cash  to  movie  tick 
from  time  off  to  health-care 
rebates. 

Sanicola  encourages  companies 
make  an  investment  in  emplo 
health  and  extend  that  investmt 
employees'  families.  If  an  emr. 
needs  to  lose  weight  but  the  fan 
not  supportive,  then  it's  an  up 
battle.  To  get  the  most  out  of  its 
ness  investments,  a  company  can  re 
out  to  families  by  inviting  them 
information  sessions  or  sending  in 
mation  home. 

Companies  have  suffered  from  the 
ing  cost  of  benefits,  but  that  shoul 
cause  them  to  lose  sight  of  the 
itive  side. 

Ginny  Olson,  a  benefits  consultar 
Towers  Perrin.  sums  it  up:  "Comp 
recognize  that  benefits  are  part  of  t 
culture.  A  well-constructed  ben< 
program  enhances  a  company's  rep 
tion  with  customers  and  employ 
The  smart  companies  are  mana; 
costs  while  creating  positive  im 
with  benefits." 


TheStandard 


*  A  well-constructed  benefits  program  enliances 

a  company's  reputation  with  customers  and 
employees.  The  smart  companies  are  managing 
costs  while  creating  positive  impact  with  benefits.  * 

Ginny  Olson 
Benefits  Consnltant.  Toners  Perrin 
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Employees  depend  on  you  to  make  the  right  decisions 
about  their  benefits.  You  can  count  on  us  for  the  financial 
strength,  security  and  superior  service  that  will  meet  their 
needs.  After  all,  for  group  disability,  life  and  dental  insurance, 
we  are  The  Standard. 


TheStandard 


Positively  different. 


INSURANCE 


RETIREMENT 


INVESTMENTS  &  ADVICE 


STANDARD.COM  800.633.8575 


Standard  is  a  marketing  name  for  StanCorp  Financial  Group,  Inc.  and  subsidiaries.  Insurance  products  are  offered  by  Standard  Insurance  Company  of  Portland,  Ore.  in 
states  except  New  York,  where  insurance  products  are  offered  by  The  Standard  Life  Insurance  Company  of  New  York  of  White  Plains,  N.Y.  Investment  services  are  offered 
iugh  StanCorp  Investment  Advisers  of  Portland,  Ore.  Product  features  and  availability  vary  by  state  and  company,  and  are  solely  the  responsibility  of  each  subsidiary. 


ADVERTISEMENT  6 


•  We  9ve  seen  companies  spend  years  investing  in 
building  a  winning  culture,  in  part  by  the  smart  us 
of  benefits.  Over  the  years  that  investment  pays  off. 


Benefits:  Does  Glitzy 
Equal  Great? 

When  the  media  talks  about  great 
employee  benefits,  the  focus  usually  is 
on  glitzy  perks  such  as  the  free  gourmet 
food  provided  by  Google.  This  sort  of 
coverage  leaves  the  average  CFO  think- 
ing: "Great,  next  time  we  are  up  to  our 
eyeballs  in  cash  like  Google  we  can  do 
that  too,  but  here  in  the  real  world..." 

Amy  Lyman,  chairman  of  the  board 
of  directors  for  the  Great  Place  to  Work 
Institute,  says  this  focus  on  glamorous 
benefits  misses  the  point. 

"What  matters  is  the  strategy  of  the  work- 
place that  the  benefits  support.  Google 
wants  to  get  the  most  out  of  its  bright,  cre- 
ative people,"  Lyman  says.  "Benefits  like 
free  food  and  transport  are  not  just  nice 
perks.  They  are  also  designed  to  get  rid  of 
hassles  so  that  Google's  employees  can 
keep  coming  up  with  great  ideas." 

Targeted  benefits  can  help  solve 
another  issue:  professional  service  firms 
struggling  to  retain  talented  women  after 
they  have  gone  on  maternity  leave. 

"Some  firms  offer  flex  time,  telecom- 
muting, and  reduced  business  travel  to 
mothers  coming  off  maternity  leave," 
Lyman  says.  "These  benefits  are 
designed  to  achieve  a  specific  goal  with 
a  specific  employee  population." 

It's  natural  for  a  CFO  to  dream  about 
having  tons  of  money  to  offer  all  these 


Amy  Lyman 
the  Board  of 


great  benefits,  but  experts  say  that  way 
of  thinking  puts  the  causality  backward. 
Benefits,  if  they  are  part  of  a  workplace 
strategy,  are  the  fuel  that  drives  the 
engine  of  success. 

"We've  seen  companies  spend  years 
investing  in  building  a  winning  culture, 
in  part  by  the  smart  use  of  benefits. 
Over  the  years  that  investment  pays 
off,"  Lyman  says. 

Rather  than  thinking  of  benefits  as 
something  the  company  is  giving  away 
to  employees,  organizations  need  to  see 
benefits  as  a  targeted  tool  to  achieve 
some  specific  purpose  in  attracting  and 
motivating  talent. 

Forward-thinking  companies  take  pains 
to  track  the  number  of  people  using  spe- 
cific benefits  like  telecommuting.  They 
also  are  excited  when  usage  is  high.  Says 
Lyman:  "They  designed  the  benefit  for  a 
purpose  and  so  they  want  it  to  be  used. 
Some  companies  think  it's  enough  to  have 
a  policy  on  paper  just  so  they  can  say  the 
benefit  exists,  even  if  no  one  uses  it." 


Good  communication  plays  a  v 
role  in  getting  employees  to  value 
use  benefits. 

"I  remember  the  days  when  bene 
communication  was  just  a  four-p; 
booklet  that  I  immediately  lost,"  s> 
Allan  Wood,  a  senior  product  mana 
for  talent  management  vendor  Authc 
in  Waltham,  Mass.  "Now  organizatii 
have  gotten  much  better  at  provid 
online  individualized  information." 

Communication  is  particularly  impj 
tant  in  tough  times.  In  2002,  wl 
Agilent  was  laying  off  workers,  the  cc 
pany  still  managed  to  get  listed  a. 
great  place  to  work,  because  its  exe 
tives  did  a  great  job  of  communicatir 

The  key  is  in  understanding  what  ] 
need  to  communicate.  That  comes  ft 
creating  benefits  with  a  clear  purp 
in  mind. 

"Throwing  money  at  benefits  so  I 
you  have  the  fanciest  package  in  tc 
isn't  the  answer,"  Wood  says.  "Tr| 
needs  to  be  clarity  about  what  bene 
are  doing  for  the  organization.  Most  c« 
panies  still  see  benefits  as  merely  tacti 
That  thinking  needs  to  change." 
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E  real  health  problems  in  our  communities.  Asthma,  diabetes,  heart  disease,"  says  Thais.  "And  too  many  folks  don't  see 
tor  in  time.  So  GSK  is  working  with  community  groups  to  offer  free  health  screenings  and  connect  local  doctors  with 
eople  that  really  need  help.  That  does  my  heart  good,  too."  To  find  out  more  visit  www.gsk-healthycommunities.com 
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I  NSIDE  A  METAL-CLAD  TOWER  AT  THE  GAS  TECHNOLOGY 
I  Institute  in  suburban  Des  Plaines,  111.  sits  a  narrow,  40-foot 
I  steel  tube  bristling  with  instrumentation  ports  and 
I  pressurized  pipes.  Inside  the  tube,  coal  is  being  converted 
I  into  natural  gas  at  a  rate  that  could  transform  the  debate 
about  one  of  the  nations  dirtiest  fuels. 

There's  nothing  new  about  turning  coal  into  gas — 19th- 
century  street  lamps  burned  "town  gas,"  a  dangerous 
mixture  of  carbon  monoxide  and  hydrogen,  produced  by 
blasting  coal  with  steam.  The  Nazis  later  ran  their  war 
machine  on  synthetic  fuels  made  from  coal.  The  U.S. 
government  sank  $2  billion  into  a  synfuels  plant  in  North 
Dakota  in  the  early  1980s,  only  to  see  it  go  bust  when  oil  and 
gas  prices  collapsed  and  the  project  no 
longer  made  economic  sense. 

Hardly  an  inspiring  history.  Yet  the 
company  that  has  been  operating  the 
experimental  reactor  for  18  months 
now,  GreatPoint  Energy,  has  raised  $137 
million  from  some  of  the  biggest  names 
in  industry  and  venture  capital,  includ- 
ing Kleiner  Perkins,  Khosla  Ventures, 
Dow  Chemical  and  AES.  All  have  been 
drawn  in  by  GreatPoint's  claim  it  can 
make  natural  gas  at  40%  below  current 
market  prices. 

What's  Vinod  Khosla,  the  former 
Kleiner  Perkins  partner  and  now  a 
green-energy  visionary,  doing  investing 
in  a  coal-gas  plant? 

"I'm  a  pragmentalist,  not  an  environ- 
mentalist," says  Khosla.  "Id  love  to  get  rid 
of  coal,  but  politically  it  won't  happen." 

GreatPoint  was  founded  by  a  trio  of 
Boston  friends  who  have  made  a  career 
out  of  scrounging  through  old  scientific 
literature  for  business  ideas.  The 
ringleader  is  Andrew  Perlman,  32,  an 
entrepreneur  who  dropped  out  of 
Washington  University  to  start  an 
Internet  communications  company, 
Cignal  Global  Communications,  when 
he  was  19.  Perlman  sold  Cignal  for  $200 
million  in  2000,  then  joined  up  with  Avi  Goldberg,  32,  a 
former  roommate  and  partner  in  the  telecom  venture;  and 
Aaron  Mandel,  32,  a  classmate  from  a  Jewish  elementary 
school  outside  Boston,  to  look  for  the  next  big  score. 

They  started  with  the  vague  idea  of  doing  something  in 
alternative  energy  and  spent  months  researching  fuel  cells, 
only  to  discover  what  countless  others  have  found:  Fuel  cells 
are  temperamental  and  run  on  expensive  fuels  like  hydrogen 
and  natural  gas.  What  about  a  cell  that  runs  on  cheap  fuel? 
They  found  some  papers  on  coal- fired  fuel  cells  but  decided 
they  probably  wouldn't  work. 


Digging  around  in 
decades-old  research, 
three  young 
entrepreneurs  may 
have  unlocked  a  new 
source  of  fluid  energy: 
coal. 
By  Daniel  Fisher 


Discouraged,  the  trio  took  some  time  off  to  build  Coatue 
Corp.,  a  firm  that  made  polymer  microchips.  To  get  Coatue 
going  they  had  to  spend  more  than  six  months  obtaining  visas 
for  a  group  of  Russian  scientists  from  Siberia  and  a  couple  of 
years  tinkering  with  the  science  in  the  lab.  They  ended  up 
selling  the  company  to  Advanced  Micro  Devices  for  an 
undisclosed  price  in  2003.  ("I  vowed  we'd  never  get  involved 
in  materials  science  again,"  sighs  Perlman.  "It  takes  too  long.") 
They  also  helped  put  together  Sirtris  Pharmaceuticals,  a  firm 
started  by  Harvard  researchers  looking  into  compounds  in 
red  wine  that  boost  longevity. 

At  the  same  time  Perlman  and  partners  were  trolling  through 
the  literature  on  converting  coal  into  more  versatile  fuels.  Finally 
they  stumbled  across  research,  extending 
back  to  Germany  in  the  1920s,  suggesting 
that  coal  and  catalysts  might  produce 
economically  viable  gas. 

Gasification  has  always  been  an  en- 
ergy hog.  Most  systems  heat  the  coal  to 
as  high  as  2,600  degrees  Fahrenheit,  con- 
suming 40%  of  the  coal's  energy.  Even  then 
the  resulting  syngas  can  be  used  only  in 
a  nearby  power  plant.  It's  incompatible 
with  the  more  common  methane  in  the 
interstate  pipeline  system.  To  convert 
syngas  into  methane  takes  three  more 
processes  that  consume  yet  more  energy. 

Catalysts  speed  the  reaction,  making 
more  fuel  at  lower  temperatures.  Dur- 
ing the  energy  crisis  of  the  late  1970s  the 
government  financed  research  into 
catalysts  for  coal  gasification,  only  to 
drop  the  projects  after  oil  prices  fell  and 
natural  gas  was  deregulated. 

"We  thought  the  catalyst  idea  had 
legs,  so  we  read  the  research,  found  out 
who  the  authors  were  and  tried  to  lock 
up  all  those  people,"  says  Perlman. 

The  locking-up  part  was  easy  enough: 
The  scientists  who  weren't  dead  were 
mostly  retired  or  working  at  universities. 
Perlman  hired  Edwin  Hippo  of  Southern 
Illinois  University,  whod  studied  catalytic 
coal-to-gas  methods,  while  Mandel  mounted  a  nationwide 
search  for  Nicholas  Nahas,  whod  developed  crucial  technologies 
while  at  Exxon  in  the  1970s.  Mandel  found  him  in  retirement  in 
New  Jersey.  "It  turned  out  hed  been  waiting  for  somebody  to  come," 
Mandel  says.  "He'd  mothballed  his  entire  body  of  work" 

Another  crucial  hire  was  Donald  Anthony,  now  chief 
technology  officer,  a  former  Bechtel  executive  who'd  built  the 
two  largest  coal  gasification  plants  in  North  America. 

The  trio  named  the  new  venture  GreatPoint  after  the  site  of 
a  former  coal-gas  plant  in  Nantucket,  Mass.,  where  they'd  all  spent 
summers  as  kids.  GreatPoint  raised  its  first  round  of  venture 
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GreatPoint  creates 
pipeline-ready 
methane  from  coal  by 
coating  rt  with  a 
catalyst  and  cooking 
it  in  a  1,300-degree 
reactor.  CCh 
by-product  can  be 
trapped  underground. 


ash  to  landfill  .  ,   .  .  ,„ 

or  cement  plant  ™**j»r 


finance  in  2005  from  previous  Perlman 
backers,  including  Draper  Fisher  Jurvetson 
and  Advanced  Technology  Ventures.  Part- 
ner Bill  C.  Wiberg  of  ATV  acknowledges  the 
idea  then  consisted  mostly  of  old  research 
and  a  big  potential  market  but  says  he  bet 
on  the  teams  ability  to  get  results  fast. 


steam 


"The  unique  thing  they've  got  is  the 
ability  to  go  find  people  with  25  or  30  years 
of  experience  and  get  them  excited  enough 
to  follow  them,"  Wiberg  says. 

From  the  beginning  the  challenge  was 
coming  up  with  an  inexpensive  catalyst  that 
could  be  reused  in  the  reactor,  driving  the  cost 


of  the  process  belc 
the  market  price  o 
gas.  GreatPoint  reliea 
on  widely  availabl* 
technology  whertw 
possible,  includinj 
the  fluidized-be* 
reactor,  common  u; 
power  plants  across  the  country,  in  which  pul 
verized  coal  is  combined  with  oxygen  so  i 
burns  more  efficiendy. 

Catalysts  have  long  been  a  dark  arl 
more  inspired  guesswork  than  analytics 
science.  But  by  using  scanning  electroi 
microscopes  and  computers,  GreatPoint 
experts  were  able  to  rapidly  assess  th 
effectiveness  of  different  catalysts  an> 
fine-tune  the  formula.  They  also  devel 
oped  a  process  for  applying  a  catalys 
directly  to  the  coal  and  recovering  th 
catalyst  from  the  char  that  emerges  fror 
the  reactor.  (Perlman  refuses  to  identif 
the  catalyst,  but  a  Google  search  reveals 
likely  suspect:  potassium,  which  Hipp 
and  others  have  studied  for  years.) 
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They  got  another  lucky  break  when  they 
nd  that  the  Gas  Technology  Institute 
1  built  a  $60  million  test  plant  and  was 
king  for  revenue  after  losing  government 
iding  from  a  tax  on  pipelines.  GreatPoint 
;ed  most  of  the  plant  and  spent  $10 
lion  refitting  the  test  reactor  to  use  for  its 
icess.  For  the  past  18  months  engineers 
re  been  testing  coal,  petroleum  coke  (a 
ning  by-product)  and  other  fuels  in 

plant,  tinkering  with  the  catalyst  and 
hering  data. 

Inside  the  reactor,  pulverized  coal 
insisting  of  80%  to  96%  carbon)  is 
ited  to  1 ,200  degrees  with  steam  at  500 
imds  per  square  inch  of  pressure.  The 
bon  combines  with  the  hydrogen  in 
ter  to  make  carbon  monoxide  and 
irogen  gas— the  old  "town  gas"— but 
n  the  catalyst  prompts  a  rejiggering  of 

atoms  into  methane  (one  carbon  atom 
ached  to  four  hydrogen  atoms), 
llutants  like  sulfur  are  removed,  and 
eatPoint  uses  conventional  air-chilling 
hnology  to  separate  out  the  carbon 
ixide,  which  it  plans  to  pump  into  the 


ground  for  enhanced  oil  recovery.  Some 
of  the  hydrogen  and  carbon  monoxide 
created  in  the  process  are  fed  back  into  the 
reactor  to  keep  it  going,  while  GreatPoint 
recovers  most  of  the  catalyst  from  the  char 
and  applies  it  to  more  coal. 

Perlman  says  the  process  consumes 
about  1 5%  of  the  energy  contained  in  the 
coal  going  in,  far  more  efficient  than 
the  integrated  gasification  combined-cycle 
plants  promoted  by  General  Electric. 
The  GE  plants  create  syngas  to  burn  in 
turbines.  To  do  that  they  need  not  one 
but  two  energy-hogging  air  chillers,  one 
to  make  liquid  oxygen  and  another  to 
remove  C02  from  the  flue  gases. 

GreatPoint  has  plans  to  build  a  $50  mil- 
lion demonstration  plant,  perhaps  in 
Wyoming,  which  has  plenty  of  cheap  coal. 
Construction  on  a  full-scale  plant  costing 
$1  billion  or  more  could  begin  in  two  or 
three  years.  Eventually  GreatPoint's  tech- 
nology may  shift  the  economics  of  coal. 
Wall  Street  values  the  reserves  of  coal 
companies  at  7  cents  per  million  Btu  of 
chemical  energy.  Reserves  of  natural  gas, 


which  is  easier  to  transport  and  cleaner  to 
burn,  are  valued  at  $2  per  million  Btu. 

Bechtel  is  willing  to  hazard  that 
GreatPoint  can  make  gas  for  $4  from  a  plant 
digesting  18,000  tons  of  coal  a  day.  That 
assumes  GreatPoint  can  bring  the  plant  in 
on  budget.  The  viability  of  such  a  plant 
hinges  on  gas  prices  staying  above  $4. 
(Recent  spot  price:  $6.55.)  It  might  not. 
Gas  spent  most  of  the  1990s  under  $2. 

"The  potential  problem  is  always  the 
same:  'Can  you  sell  it  and  at  what  price 
and  for  how  long?'"  says  Paul  MacAvoy,  a 
Yale  economics  professor  emeritus  and 
White  House  official  who  briefly  ran  the 
ill-fated  North  Dakota  synfuels  plant  in 
the  late  1980s. 

Investor  Khosla  isn't  worried.  He 
backed  a  $250  million  optical  telecommu- 
nications company  in  2001,  right  after  the 
telecommunications  industry  imploded. 
Infinera  went  public  last  year  and  is  now 
worth  $  1 .9  billion.  With  big  partners  like 
Dow  and  AES  involved  and  only  $130 
million  at  stake  so  far,  Khosla  says  "this  is 
a  fraction  of  the  risk."  F 
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Mazda 


Ford's  Proving  Ground 


Mazda  pulls  off  a  comeback,  with  help 
from  its  American  controlling  stakeholder. 

By  Tim  Kelly 


FORD  MOTOR  IS  ON  FAST- 
forward  to  dump  its  foreign 
brands,  from  Jaguar  to  Volvo. 
But  it's  in  no  hurry  to  touch  its 
33%  stake  in  Japanese  carmaker 
Mazda.  For  good  reason,  it  seems. 
Although  still  number  four  among  Japan- 
ese auto  companies — and  with  India- 
powered  Suzuki  breathing  down  its 
neck — Mazda  is  now  sporting  net  income 
growth  in  double-digit  percentages,  with 
the  beginnings  of  a  recovery  in  the  U.S. 
market  as  well.  Ford  is  also  employing 


Mazda  small-car  technology  as  the  basis 
for  a  bunch  of  compact  cars  sold  under 
various  brands,  including  the  Ford  Focus, 
Volvo  S-40  and  Cougar  in  Europe. 

Now,  the  $28  billion  (revenue)  Mazda 
just  might  have  something  to  teach  Ford 
about  a  turnaround.  When  new  Ford  Chief 
Executive  Alan  Mulally  visited  Mazda  this 
year,  "we  talked  a  lot  about  how  Mazda  had 
managed  to  recover  so  quickly,"  recalls 
Mazdas  president,  Hisakazu  Imaki,  65.  The 
executives  Ford  had  dispatched  to  run  the 
company— many  of  them  now  back  at 


Car  counselor: 
"It  was  our 
turn  to  give 
advice  to  Ford," 
says  Mazda's 
Hisakazu  Imaki. 


Ford — saved  Mazda,  Imaki  told  Mulalll 
Perhaps,  he  then  suggested,  "it  was  our  tur 
to  give  advice  to  Ford" 

American  consumers  have  shied  awa 
from  Mazda  cars  after  an  early  infatuatio 
with  its  rotary  engine.  But  Mazda  is  gair 
ing  ground  again  by  targeting  the  market  fc 
inexpensive  sporty  cars  that  its  bigger  rival 
overlook.  Sales  in  September  in  the  U.! 
jumped  24%  amid  an  overall  car-buyin 
slump,  to  give  Mazda  a  1.9%  share  of  till 
market.  At  Ford  in  the  same  month  sal« 
dropped  20%.  Imaki  has  pledged  to  sell  1 
million  vehicles  globally  in  three  years,  u 
from  1.3  million. 

Ford's  affair  with  Mazda  began  in  19/ 
when  it  took  a  quarter  share  in  the  compan 
In  1996  the  U.S.  auto  giant  took  control  t 
raising  its  stake  to  a  third,  enough  und< 
Japan's  commercial  laws  to  give  it  a  veto  ov» 
board  decisions.  Ford  brought  brutal  bus 
ness  sense  to  a  company  paralyzed  t 
slumping  demand.  Ford's  managers  laid  c 
2,000  Mazda  workers,  closed  down  or  reo 
ganized  a  hundred  subsidiaries  and  affiliate 
and  shuttered  a  large  chunk  of  productic 
in  Fliroshima. 

"I  don't  think  we  could  have  done  it  on 
with  Japanese  management,"  admits  Keisi 
Egawa,  Mazda's  managing  executive  offic< 
in  charge  of  corporate  planning  and  final 
cial  services.  "It  was  such  drastic  surgery'" 
Mazda  also  got  collaboration  on  engine 
technology  and  chassis  designs  plus  tl 
chance  to  tap  into  Ford's  vast  purchasir 
power.  What  it  didn't  get,  however,  w; 
a  bailout.  Ford  sent  its  managers,  n 
its  money.  Mazda,  it  told  them,  ha 
to  turn  itself  around  yen  by  yen. 
Standing  on  a  gantry  over  tl 
snaking  line  of  machines  th 
bore,  weld  and  shape  Mazd 
rotary  engines,  plant  mai 
ager  Yuji  Kanetoku  shou 
over  the  din  of  grindii 
metal.  "It  looks  the  san 
as  it  did  34  years  ag» 
he  says,  pointing 
the  machines.  Maze 
couldn't  afford  ne 
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lipment,  so  its  employees  fixed  up  all  the 
machines  and  rejiggered  them  to  work  bet- 
Next  to  each  machine  is  pasted  the  pho- 
raph  of  a  worker  and  the  amount  of  money 
tinkering  has  saved  the  company 
On  a  nearby  assembly  line  that  Mazda 
sed  down  and  then  reopened,  plant  gen- 
1  manager  Teruyuki  Ogino  smiles  as  he 
gs  about  the  cost-squeezing  cleverness  his 
rkers  have  shown.  Elevators  carry  boxes  of 
ts  from  the  plants  first  floor  to  the  assem- 
line  above.  They  were  designed  to  carry 
:ks  and  roofing  tiles  rather  than  fenders  and 
dlights.  Mazda  bought  the  off-the-shelf 
lipment  for  a  quarter  the  price  of  the 
torn -built  machines  it  used  to  buy.  And 
se  incremental  savings  have  added  up.  A 
it-to-equity  ratio  of  more  than  300%  in 
10  fell  to  60%  in  the  year  ended  Mar.  31. 
Mazda's  production  flexibility  now  puts 
l  line  with  Japanese  rivals  Toyota,  Nissan 
I  Honda.  Japanese  carmakers  can  design, 
Id,  test  and  mass-produce  a  new  model 
ry  four  to  five  years.  The  American  Big 
-ee  spend  as  long  as  eight  years  doing  the 
le  task. 

By  making  use  of  common  components 
I  a  fine-tuned  parts  supply  network, 
zda  can  build  nine  models  on  the  same 
i  Hitoshi  Takeshita,  project  manager  for 
zda's  latest  sports  utility  vehicle,  the  CX- 
eckons  Ford  would  do  well  to  copy  the 
anese  company's  product  development 
le.  His  counterpart  on  the  smaller  CX-7, 
sashi  Ohtsuka,  describes  the  Japanese 
(hod  as  doing  everything  at  once.  If  you 
it  wrong  you  go  back  to  the  beginning, 

it  makes  the  whole  process  a  lot  faster. 
;  U.S.  way  of  doing  things,  by  contrast,  is 
ep-by-step  approach  that  requires  justi- 
lg  each  step  along  the  way,  he  explains. 

"I  was  surprised  when  I  got  there.  Id 
er  seen  that  level  of  complexity  on  an  as- 
lbly  line,"  says  Mark  Fields,  the  executive 
harge  of  Fords  American  operations  who 
:e  served  as  Mazdas  president. 
Fields  is  one  of  the  so-called  Mazda 
fia,  a  dozen  Ford  executives  who  worked 
vlazda  and  who  are  back  with  the  U.S. 
amaker  in  senior  positions.  Others  include 
vis  Booth,  who  heads  Ford  in  Europe,  and 
n  Parker,  who  oversees  Fords  business  in 
a.  "We  [the  three  regional  heads]  all  trust 
h  other,"  says  Fields,  which  could  be  cru- 

to  saving  Ford.  F 


Each  piece  fits  perfectly 


Thailand  offers  investors  a  superlative  business  environment  with  easy 
access  to  the  rest  of  Asia.  Attractive  investment  incentives,  supportive 
policies,  a  skilled  and  highly  motivated  workforce,  and  a  highly  developed 
infrastructure  help  to  make  Thailand  one  of  the  world's  top  ranked 
investment  locations.  The  nation's  industrial  clusters  also  include  world 
class  automotive  and  electronics  industries,  all  supported  by  a  cost 
efficient  seamless  supply  chain.  And  when  you  add  in  the  gracious 
hospitality  and  rich  culture,  excellent  healthcare  and  education,  and  the 
renowned  leisure  facilities  that  accentuate  life's  pleasures  you  have 
the  perfect  fit  for  your  business,  lifestyle  and  family. 
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Logistics 


Beast  of  Burden 

A  humble  wooden  pallet  is  worth  only  so  much.  Having 
in  the  right  place  at  the  right  time  is  worth  a  lot  to 
certain  Australian  outfit  with  a  hot  stock  |  By  Monte  Burk 


THE  HOMELY,  UNAPPRECIATED 
wooden  pallet  is  scarcely  an 
object  of  high  technology. 
Its  basic  design — 25  pieces 
of  wood,  150  nails— hasn't 
changed  since  the  days  of  hauling  record 
players  and  milk  bottles.  But  a  company 
whose  roots  go  back  to  the  U.S.  military 


bases  in  Australia  during  World  War  II 
has  turned  this  unglamorous  link  in  the 
supply  chain  into  a  big  business. 

The  vast  majority  of  pallets  are  simply 
traded  back  and  forth  among  shippers 
until  they  break,  never  really  owned  by 
anyone.  CHEP,  however,  has  built  a  world- 
wide pool  of  240  million  pallets,  including 


75  milbon  in  the  U.S.,  that  it  rents  out  A  ui 
of  publicly  traded  Australian  compa; 
Brambles,  CHEP  promises  its  customers 
which  include  Wal-Mart,  Procter  &  Gar 
ble  and  Kraft— just-in-time  deliver}-  oft 
pallets  they  need  every  day. 

Brambles,  which  gets  83%  of  its  ra 
enue  from  CHEP,  earned  S933  millid 
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generations  we've  been  part  of  the  local  community,  helping  in  ways  that  may  surprise  you.  Like 
ributing  over  $90  million  to  the  Muscular  Dystrophy  Association  and  providing  low-cost  heating  oil 
ir  1 .2  million  of  our  neighbors.  We're  the  people  of  CITGO,  and  we're  there  for  you  at  every  turn. 


n  in-depth  discussion  about  oil,  go  to  ThinkAboutOil.org 


THERE  AT  EVERY  TURN. 


from  continuing  operations  for  the  year 
ended  June  30,  up  21%  from  the  previous 
year.  Sales  rose  10%  to  $3.9  billion.  Its 
Sydney-listed  stock  has  tripled  over  the 
past  four  years;  it  recently  was  trading  at 
$13,  or  46  times  trailing  earnings.  Since 
August  the  stock  has  been  buoyed  by 
takeover  talk  after  Australian  railroad- 
and-ports  company  Asciano  boosted  its 
stake  in  Brambles  from  3.2%  to  4.1%. 

Next  to  CHEP  USA's  headquarters  in 
Orlando,  Fla.,  a  pallet  service  center  rever- 
berates with  the  whirring  of  table  saws  and 
the  popping  of  nail  guns.  Every  day  tens  of 
thousands  of  CHEPs  pallets— painted  blue 
to  distinguish  them  from  the  generic 
pallets  that  are  swapped  between  shippers — 
are  returned  to  the  center.  The  65-pound, 
48-by-40-inch  platforms  are  slapped  onto 
a  conveyer  belt  and  run  through  an  MRI- 


to  return  the  pallets  to  one  of  CHEP's  80 
service  centers  in  the  U.S.  Manufacturers 
could  just  buy  new,  unpainted  pallets  for 
$7  to  $  1 1  each  and  get  most  of  them  back 
by  trading.  Why  pay  so  much  tribute 
to  CHEP?  Mostly  to  cut  logistics  costs. 
CHEP's  huge  supply  network  means  a  user 
will  never  run  short.  It  also  means  that 
spare  pallets  take  the  most  economical 
route  from  a  retailer's  loading  dock  back 
to  a  warehouse  or  factory  that  is  shipping 
out  goods. 

CHEP  began  after  the  war,  when  the 
U.S.  military  left  behind  vast  piles  of  pallets 
and  loading  equipment.  The  Australian 
government  set  up  the  Commonwealth 
Handling  Equipment  Pool,  or  CHEP,  and 
lent  the  equipment  to  manufacturers. 
Brambles  bought  CHEP  in  1958  and 
launched  pallet  pools  in  the  U.K.  in  1975 


only  40  miles  getting  backhauled  fd 
every  100  miles  it's  carrying  goods. 

In  the  end  a  recovery  mission  u 
Europe  found  70%  of  the  missing  palle 
there.  In  the  U.S.  CHEP  enlisted  hundred 
of  customers  as  "participating"  distributor] 
giving  them  incentives  to  return  pallets  oj 
time.  It  pays  ransom  to  pallet  recyclert 
$2.25  for  each  blue  pallet  they  send  baa 
to  CHEP.  Three  years  ago  it  lost  1 5%  of  i 
pallets;  last  year  only  2%. 

CHEP  has  its  detractors.  Since  2004  CH? 
has  provided  rent-free  pallets  to  VVal-Ma) 
(retailers  use  them  to  ship  goods  from  thel 
warehouses)  and  some  other  big  customen 
These  big  players  in  turn  strongly  encoui 
age  their  suppliers  to  use  the  blue  palle 
as  well  (and,  of  course,  pay  for  them),  "li 
a  Trojan  horse  way  of  signing  up  nej 
accounts,"  says  Philip  Wensley,  a  Morga) 


Orlando  magic:  At  a  CHEP  high-tech  service  center  in  Florida  lasers  scan  each  pallet  for  defects.  Broken  ones  are  fixed  with  hammers  and  nails 


like  chamber,  where  lasers  scan  them  for 
defects.  Pallets  that  pass  muster  are  sent  back 
to  the  loading  dock  to  be  trucked  out  to 
another  customer. 

Pallets  in  need  of  repair  continue  into 
the  heart  of  the  plant,  where  dozens  of 
burly  men  wearing  white  tank  tops  and 
clear  plastic  face  guards  rip  off  the  broken 
boards  and  nail  down  new  pieces.  Kris 
Hedstrom,  the  director  of  CHEP's  Innova- 
tion Center,  which  adjoins  the  plant,  is 
wearing  earplugs,  protective  glasses  and 
hard  plastic  shoe  covers  over  his  toes. 
Watching  one  of  the  laborers  pick  apart  a 
broken  pallet  with  just  a  hammer  and  the 
force  of  his  massive  right  arm,  Hedstrom 
shakes  his  head:  "Man,  I  am  really  glad  I 
stayed  in  school." 

CHEP  makes  money  by  charging 
manufacturers  a  one-time  fee,  usually 
$4.50  to  $6.50  per  pallet,  plus  a  rental  fee 
of  less  than  a  penny  a  day.  Manufacturers 
also  pay  a  transfer  fee  when  they  ship  the 
pallets  to  a  retailer.  The  retailer  is  obliged 


and  in  the  U.S.  in  1990.  It  dominates  the 
industry  here. 

In  1996  CHEP  set  out  to  dramatically 
expand  its  pools  of  pallets,  figuring  on 
economies  of  scale.  It  boosted  its  stockpiles 
by  160%  but  with  little  concern  for  a  way 
to  recover  them.  Then  in  2002  Brambles 
confessed  that  CHEP  had  lost  14  million 
pallets  in  Europe  and  3  million  in  the  U.S. 
The  news  delighted  headline  writers  ("The 
Unpalatable  Truth,"  noted  the  U.K.'s 
Guardian),  but  the  stock  nose-dived.  "We 
took  our  eye  off  the  ball,"  says  CHEP  USA 
President  Kevin  Shuba.  Brambles'  chief 
executive  resigned  in  2004  and  was  replaced 
by  the  chief  financial  officer,  David  Turner. 

Turner  invested  $20  million  in  infor- 
mation and  logistical  technology.  The 
system  uses  real-time  and  historical  data 
to  cut  the  distance  pallets  must  travel  and 
anticipate  times  of  high  usage.  It  consid- 
ers 1.8  million  variables  while  a  typical 
supply-chain  outfit  would  look  at 
200,000.  An  average  CHEP  pallet  travels 


Stanley  analyst  in  Sydney.  There's  also  th 
fee  that  CHEP  charges  for  lost  pallets.  Johj 
Cory,  the  president  of  Allegheny  Recycle 
Products,  which  retrieves  pallets  for  CHE] 
says  CHEP  not  only  gets  paid  by  its  customei 
for  any  lost  ones  but  also  usually  gets  then 
back  eventually. 

CHEP  USA  is  looking  to  expand  its  5] 
share  of  the  1.5  billion  U.S.  pallets  ii 
circulation.  One  untapped  market  is  tn 
beer  business.  Traditionally  Coors  an) 
Anheuser-Busch  have  used  their  own  pai 
lets,  but  CHEP  is  trying  to  convince  ther 
that  using  its  rental  pool  will  save  mone- 
.  Improving  its  efficiency  is  also  a  focu. 
CHEP  USA  has  opened  140  mini  servkj 
centers  inside  customers'  warehouse 
where  it  sifts  through  its  pallets,  shippin 
only  the  damaged  ones  back  to  a  full 
fledged  service  center.  The  others  can  n 
used  by  that  customer  or  one  nearby.  A 
this  to  save  diesel  fuel.  Don't  think  of  palk 
experts  as  the  most  boring  people  aliv» 
Think  of  them  as  saviors  of  the  planet.  I 
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SPECIAL  ADVERTISING  SECTION 

Corporate .  ■ 


Rethinking  Workforce  Needs 


Executives  who  are  considering  a 
corporate  move  or  expansion  are 
looking  beyond  available  land, 
suitable  office  space  and  a  favorable 
business  climate.  The  shifting  demographics 
of  the  workforce  are  becoming  paramount 
in  the  relocation  equation.  Robert  Ady, 
relocation  and  site-selection  expert,  offers 
insights  for  companies  seeking  the  ideal 
location  for  their  existing  and  future  workforce. 


CORT  Business  Services: 
Solutions  for  Success 

CtiRT,  a  Berkshire  Hathaway  company, 
is  a  leader  in  seamless  support  for 
companies  and  individuals  in  transition. 
With  a  presence  in  53  U.S.  markets  and  58 
countries,  the  company  has  morphed  from 
a  tactical  supplier  of  furniture  to  a  strategic 
manager  of  business  resources. 

"Some  businesses  simply  should  not 
buy  office  furniture,"  says  President  Jeff 
Pederson.  "Start-ups,  for  example, 
shouldn't  waste  capital  on  commercial 
furnishings  —  fixed  assets  with  little  or 
no  residual  value.  It  ties  up  their  credit 
lines  and  weighs  down  their  balance 
sheet.  Yet  they  normally  don't  see 
office  furniture  as  something  they  can 
manage  flexibly." 

CORT  helps  companies  of  any  size  — 
from  start-ups  to  major  corporations  — 
incorporate  furniture  rental  into  their 
success  strategies.  "A  rental  solution 
enables  any  business  in  flux  to  keep  a 
portion  of  its  commercial  furnishings 
liquid,"  says  Pederson.  "The  value  we 
add  is  our  long-term  solutions,  which 
help  a  company  manage  its  furniture  mix 
to  keep  assets  available." 


ADVERTISEMENT  2 


■  Corporate  , 

Relocatic 


Finding  Workers  —  No  Small  Challenge 

Securing  a  qualified  workforce  is  a  major  consideration  for  any  company  that  e>) 
to  thrive.  A  review  of  future  demographics  suggests  worker  shortages.  As  thq 
boomers  retire,  the  labor  market  will  get  tighter. 

Companies  with  roots  in  smaller  communities  may  need  to  rethink  their  rei 
for  staying.  Decision  makers  have  to  consider  local  worker  availability  and  a  comm 
attractiveness  to  younger  employees.  There's  no  magical  cutoff  in  terms  of  popil 
size,  but  many  companies  seeking  to  relocate  corporate  headquarters  and  backn 
operations  look  for  cities  with  populations  between  250,000  and  1  million.  \i 
that  bracket,  they're  looking  for  areas  with  strong  population  growth  to  3 
and  attract  workers. 

To  Transfer  or  Not  to  Transfer 

Companies  shouldn't  expect  younger  workers  to  jump  at  relocation  opportUi 
Many  workers  with  less  seniority  may  be  reluctant  to  move  and  risk  leat 
familiar  network  of  other  employment  options.  On  the  other  hand,  older  wd 
without  children  at  home  may  be  more  likely  to  accept  transfers.  A  thoj 
retention-defection  analysis  can  help  companies  gauge  how  many  transfer  candi 
to  expect. 

It  costs  roughly  $100,000  to  relocate  a  family  and  roughly  the  same  to  r 
a  top-notch  employee. Therefore,  companies  have  to  decide  whether  it's  better! 
business  to  transfer  employees  or  hire  locally.  One  interesting  trend  is  that  comfl 
are  making  more  employee  transfers  per  relocation.  They  are  relocating  a 
number  of  older  workers  who  then  hire  subordinates  at  the  new  site. 

Finding  Future-Focused  Communities 

One  of  the  challenges  of  site  selection  is  the  tendency  of  decision  maki 
evaluate  a  location  as  it  is  today,  without  looking  ahead.  A  site  selection  consultai 
help  companies  evaluate  a  community's  characteristics,  population  projection 
comprehensive  plans  five  to  ten  years  into  the  future. 

The  diversity  and  international  appeal  of  a  city  is  also  important.  A  compan 
seeks  to  attract  international  talent  needs  to  be  located  in  a  cosmopolitan 
Another  strong  indicator  of  a  community's  future  viability  is  its  business-ori 
infrastructure,  including  colleges  and  universities  with  programs  for  g 
industries  and  emerging  careers. 

*  Si  h  ™ 


Top  10  Location  Requirements  for 
Headquarters  Relocation 

Community  Image 
Professional  and  Managerial  Labor  Availability 
Transferee  Acceptance  • 
Office  Space  Suitability 
Housing  Cost  and  Availability 
Commercial  Air  Service 
Business  Climate 
Presence  of  Other  Corporations 
Cultural  Amenities 
Spousal  Employment  Opportunities 

Source  Ady  International  Company  2004  survey  of  location  consulting  firms. 


You  know  all  about  your  Data  Flow* 

You're  constantly  watching 

your  Cash  Flow. 

But  what  about  your  People  Flow? 


ADVERTISEMENT  4 


■  Corporate . 

Relocatic 


CORT  Business  Services: 
Seamless  Transitions 

When  there's,  human  capital  in  flux, 
human  resources  and  facilities  manage- 
ment departments  can  be  stretched  thin. 
A  welcome  solution  can  be  found  in  a 
36-year-old  company  that  counts  more 
than  400  of  the  top  500  companies 
among  its  customers.  CORT,  a  Berkshire 
Hathaway  company,  is  a  leader  in 
seamless  support  for  companies  and 
individuals  in  transition. 

"Every  business  has  ebb  and  flow,"  says 
President  Jeff  Pederson.  "It  can  be  a  real 
challenge  to  keep  people  productive  during 
any  kind  of  transition.  But  successfully 
managed  transitions  can  contribute  to 
employee  satisfaction  and  retention." 

CORT  now  covers  the  entire  relocation 
continuum  for  businesses  and  employees. 
It  offers  hotel  reservations,  car  rental, 
short-  and  long-term  rental  apartments 
and  homes,  home  and  office  furniture, 
location  tours,  family  orientation  and 
settJing-in  services. 

With  a  business  presence  in  53  U.S. 
markets  and  58  countries,  CORT  serves 
as  a  single  point  of  contact  for  companies 
wherever  they're  moving  people 


Dos  and  Don'ts 

Managing  a  business  expansion  or  relocation  for  the  first  time  can  be  a  dauntinj 
Ady  offers  these  tips  for  avoiding  major  pitfalls: 

•  Think  long-term.  Evaluate  locations  with  the  future  in  mind.  Factor  in  hig 
data  as  you  make  your  site  selection  decisions.  Look  at  a  community's  actio 
for  future  economic  development. 

•  Don't  let  incentives  cloud  your  decision  making.  Companies  ca 
blindsided  by  incentives.  If  a  location  is  not  right  for  your  business,  no  1^ 
incentives  will  make  it  right.  Relocation  consultants  prefer  to  use  incenti' 
a  tiebreaker  for  competing  locations. 

•  Involve  key  departments  and  players.  Get  input  from  all  company  depar 
and  leaders  affected  by  the  relocation  or  expansion.  An  outside  consultant  c^ 
ommend  what  departments  need  to  be  on  the  team. 

•  Probe  the  history.  When  moving  to  an  existing  building,  talk  to  as  mi 
its  previous  occupants  as  you  can.  What  business  were  they  in?  Die 
have  any  trouble  getting  people  to  work  there?  Were  there  frequent  powi 
ages?  Structural  defects?  Toxic  materials? 

•  Talk  with  local  employers.  They  are  one  of  your  best  sources  for  eval 
a  location.  They  can  provide  inside  knowledge  about  the  local  workforce  anl 
gest  sources  for  qualified  recruits. 

•  Get  it  in  writing.  Make  no  commitments  until  all  incentives  are  in  writing] 
you  commit,  the  opportunity  for  incentives  is  gone. 

•  Stay  out  of  neighborhoods.  Reject  any  sites  or  buildings  with  resH 
entrances  or  exits.  NIMBY  (not  in  my  back  yard)  community  opposition  is  alii 
well,  and  it's  not  something  you  want  to  battle. 

•  Bottle  your  emotions.  A  site-selection  rookie  tends  to  fall  in  love  with  one  lot 
Your  team  should  do  a  dispassionate  analysis  based  on  what's  best  for  the  cort 
An  unbiased  outside  consultant  can  help  steer  the  fact-based  decision  making 


Resources: 

"Best  Places  to  Do  Business  in  America:  Big  Cities":  Forbes  April  5,  2007 
U.S.  Census  Bureau:  http://quickfacts.census.gov/qfd/ 
U.S.  Department  of  Labor  Bureau  of  Labor  Statistics:  www.bls.gov 
Ady  International  Company:  www.adyinternational.com 


COKT 

Wherever  you're  heading, 
we'll  be  there. 


A  Berkshire  Hathaway  Compare 


Robert  M.  Ady  heads  Ady  International  Company  and  has  identifie 
more  prime  locations  for  businesses  in  the  U.S.  than  any  other 
individual.  He  is  frequently  quoted  in  the  national  media  on  topic 
such  as  global  competition,  business  location  trends,  future 
workforce  availability  and  incentive  negotiations. 


r 


Properly  handling  rental  relocations  and  temporary 
assignments  is  as  critical  to  your  business  as  your  cash  or 
data  flow.  Optimize  it  with  CORT.  We  deliver  a  streamlined, 
seamless  approach  that  works  faster,  more  thoroughly  and 
more  reliably  than  anyone  else. 

Ever'  Warren  Buffett 

Chairman,  Berkshire  Hathaway 
Owner,  CORT 

That's  why  80%  of  Fortune  500  companies  now  turn  to  us 
for  a  wide  range  of  solutions.  We  have  a  proven  answer  to 
the  issues  businesses  face  during  a  transition. 


You're  holding  the  key  to  dramatically 
improving  your  people  flow. 


A  nationwide  network  of  delivery  and  customer  service  centers. 
A  customizable  spectrum  of  services— online  apartment 
locating,  touring  and  settling-in  services,  car  rentals,  hotel 
reservations,  insurance,  and  the  world's  largest  inventory  of 
rental  furnishings. 


All  brought  to  you  through  one  contact.  So  everything's 
guaranteed  to  flow  smoothly,  no  matter  the  size  of  your  project- 
or the  size  of  your  company. 

After  all,  your  people  are  your  greatest  asset.  The  faster  they 
get  settled  and  comfortable,  the  faster  they'll  get  back  into  the 
flow  of  your  business. 

Maximize  your  people  flow.  The  kind  of  innovation  you  expect 
from  a  Berkshire  Hathaway  company. 


CORT 


Wherever  you're  heading, 
we'll  be  there. 

A  Berkshire  Hathaway  Company 


Visit  us  at  CORT.com  or  call  CORTline  at  1-888-360-CORT  (1-888-360-2678)  CORT.com 


Makers+Breakers 


FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 

Putting  the  Old  Fizz  Back 


Amid  the  famous  rivalries  of  American  business — General  Motors- Ford, 
Hertz- Avis,  Macy's-Gimbels — one  of  the  pair  always  was  clearly  dominant.  For 
Coca-Cola  and  PepsiCo,  Coke  held  the  perennial  edge.  But  this  decade  Pepsi, 
with  its  strong  Frito-Lay  franchise  and  its  killer  water  and  energy  drink  brands 
(Gatorade,  Aquafina),  has  become  the  leader.  Coke  has  stayed  too  long  tethered  to  its 
iconic  soda,  which  these  days  only  has  tepid  growth  in  the  U.S. 

Now,  though,  COCA-COLA  (58,  KO)  has  embarked  on  a  turnaround  that  just 
might  work,  says  Mark  Swartzberg,  beverages  analyst  at  Stifel  Nicolaus.  In  three 
years  of  leadership  by  Neville  Isdell,  Coke  has  pumped  up  advertising  to  bolster 
the  flagging  soda  effort,  launched  new  brands  like  Coke  Zero  (no  calories)  and 
belatedly  moved  into  energy  drinks  with  the  purchase  of  Glaceau,  maker  of 
VitaminWater.  Coke's  bottled  water,  Dasani,  introduced  in  1999,  is  seeing 
increased  volume. 

Coke  remains  the  largest  nonalcoholic  beverage  company  on  the  planet, 
with  a  trademark  that  is  one  of  the  worlds  most  recognized.  So  Isdell  has 
pushed  hard  into  overseas  markets. 

Result:  After  years  of  anemic  growth  revenues  for  2007's  first  half 
jumped  18%  to  $13.8  billion.  Earnings  rose  a  respectable,  if  unremarkable,  6%  to  $3.1 
billion.  The  stock  has  climbed  29%  in  the  last  12  months.  At  a  23  trailing 
price/earnings  ratio,  it  isn't  cheap  (Pepsi's  P/E  is  almost  the  same).  But  consumer 
companies  fare  well  in  economic  downturns.  And  Coke  is  still  way  off  its  $88  high 
in  1998.  — Carrie  Coolidge 


Stock  price 


Phone  Follower 

That  other  Scandinavian  telecom  firm 
gets  little  attention.  Stock  in  Sweden's  LM 
ERICSSON  TELEPHONE  (40,  ERIC)  hasn't  done 
much  in  a  while,  yet  that  of  industry 
leader  Nokia  of  Finland  has  exploded. 
Investors  are  overlooking  a  sophisticated 
player  with  great  growth 
prospects,  says  Lehman 
Brothers  analyst  Jeffrey 
Kvaal. 

The  world's  third- 
largest  telecom  equip- 
ment maker  saw  its  earnings  and  net 
margin  impeded  by  the  2006  acquisition 
of  Britain's  ailing  Marconi.  Also,  given 
its  large  position  in  cell  phone  making 
(from  a  joint  venture  with  Sony),  there 
has  been  concern  that  it  might  stumble 
in  the  ever  fickle  mobile  market. 
Witness  what  happened  to  Motorola  and 
the  once-hot  Razr. 

Ericsson  is  banking  on  greater 


demand  for  mobile  voice  and  data 
traffic  in  Europe  to  fuel  growth.  Phone 
customers  are  going  beyond  just  text  mes- 
saging and  now  want  to  watch  YouTube. 
Ericsson  has  the  sophisticated  networks  to 
do  the  job.  As  Marconi  shows,  the  com- 
pany has  been  on  an  acquisition  spree, 
buying  small  multimedia  outfits  to  boost 
its  messaging  capabilities,  like  making 
phones  ready  for  videoconferencing. 

Through  June  earnings  were  up  20% 
to  $1.9  billion,  sales  up  6%  to  $13.5  billion. 

With  a  trailing  P/E  of  15,  it  is  a  bit  less 
expensive  than  Nokia  (18)  and  the  overall 
telecom  gear-making  industry  (19). 

— Alex  Davidson 

Make  My  Day 

Gunmaker  SMITH  &  WESSON  HOLDINGS  (19, 
SWHC),  established  in  1852,  has  a  storied 
past.  Clint  Eastwood  used  its  weapons  in 
the  Dirty  Harry  movies. 

Gun-control  advocates  have  made 
S&W  a  target,  of  course.  They've  gone 


after  the  powerful  Model  500,  a  .50  ca 
iber  magnum,  which  debuted  in  20C 
and  is  a  big  seller.  This  year  Smith 
Wesson  bought  Thompson/Cent< 
Arms,  which  enhanced  S&W's  present 
in  the  rifle  business  in  time  for  fall  hun 
ing  season. 

Since  2004  the  stock  has  doubled, 
the  fiscal  year  that  ended  in  April,  ear: 
ings  shot  up  48%  to  $13  million  on  a  sir 
ilar  surge  in  revenues.  S&W  had  a  stroi 
first  quarter  in  fiscal  year  2008. 

But  David  Trainer  of  researchers  Ne 
Constructs  warns  that  S&W's  acquisitic 
has  saddled  it  with  cosdy 
tax  liabilities  and  that  it 
overpaid.  The  long-term 
debt  load  has  mush- 
roomed ninefold  to  43% 
of  capital.  He  considers 
the  shares  expensive  at 
55  times  trailing  earn- 
ings. Short  them.  —Zack 
O'Malley  Greenburg 


Stock  price 
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very  kind  of  storm 

shows  up  on  weather  radar. 


t  performance  is  no  guarantee  of  future  results.  Consider  funds'  investment  objectives,  risks,  charges  and 
enses  carefully  before  investing.  The  prospectus  contains  this  and  other  information  about  the  fund.  To  obtain  a 
jpectus,  contact  your  financial  advisor  or  download  one  at  vankampen.com.  Read  it  carefully  before  investing. 
307  Van  Kampen  Funds  Inc.  IU07-00283P-N04/07 


Exchange-Traded  Funds 


Jim  Lowell 


FISHING  WITH 
THE  BEAR 


PRICED  TO  NEAR  PERFECTION,  BOTH  DOMESTIC  AND 
foreign  stock  markets  could  crack  at  any  moment.  The 
smallest  problem  threatens  to  send  them  down,  as 
we've  seen  this  past  summer.  At  best  that  makes 
staying  invested  like  angling  for  landlocked  salmon  in 
northern  Maine,  which  I  like  to  do  whenever  I  can.  The  fishing 
is  wonderful  there,  but  every  once  in  a  while  you  see  black  bear 
tracks  right  underfoot. 

The  market's  bearish  signs,  from  a  growing  subprime  mess  to 
the  fretting  over  whether  somebody  should  bomb  Iran's  nuke 
labs,  lead  many  to  suggest  that  now  is  the  time  to  cut  bait  and  run 
for  safety.  Not  me.  I  think  what  makes  more  sense  is  learning  to 
fish  with  the  inevitable  bears  that  will  cross  our  paths. 

Today  the  market  has  rebounded  and  we  are  back  to  setting 
records  (the  Dow  Jones  industrial  average)  or  near  there  (the  S&P 
500).  This  year  the  Dow  has  had  more  record  closes  than  you 
could  fit  into  a  31 -day  month.  Now  we're  armed  with  a  Federal 
Reserve  aiming  to  fend  off  the  bear  with  rate  cuts  and  a  savaged 
dollar  that  benefits  our  multinationals,  whose  products  have 
rarely  been  cheaper  overseas. 

Still,  thus  far  in  2007  the  bear  has  attacked  us  twice,  first  in 
late  February  and  then  in  mid-July— more  than  enough  to 
persuade  a  reasonable  person  to  conclude  he  shouldn't  stay  in  the 
river.  Swipe  one  saw  the  S&P  500  lose  5.9%  of  its  value  in  ten 
trading  days  last  winter,  as  it  appeared  that  Asian  markets  were 
on  the  verge  of  collapse.  Swipe  two  tore  into  a  midsummer's 
dream  of  a  rally  (the  S&P  had  risen  13.5%  since  the  previous 
attack),  sending  the  broad-market  index  down  9.1%  between  July 
13  and  Aug.  16. 

So  in  a  wild  landscape  where  the  bear  roams,  which  invest- 
ments have  the  most  staying  power?  I've  looked  at  the  past  two 
maulings  to  find  what  recovered  the  best  from  its  lows.  Plus  I 


fared  throughout  the  year,  to  get  a  context  for  individual  picks. 

Extending  our  wildlife  metaphor,  my  research  shows  tha 
individual  stocks  are  the  equivalent  of  a  .22  rifle.  They  donj 
pack  enough  firepower  to  stop  the  bear.  Small  things  can  hui 
their  performance.  And  buying  into  a  wide  index  such  as  th( 
S&P  500,  via  a  mutual  or  exchange-traded  fund,  has  the  oppo 
site  problem.  They  are  clumsy  instruments  that,  like  a  shol 
gun,  can  miss  a  fast-moving  target.  The  wider-ranging  S&P  i 
more  susceptible  to  the  bear  than  is  the  Dow,  the  oldest  meas 
ure  of  the  U.S.  stock  market,  made  up  of  30  global  leaders  yol 
can  name  in  your  sleep.  The  Dow  fell  less  than  the  S&P  in  th 
late-summer  slump. 

The  way  to  play  the  Dow  is  with  an  ETF  called  Diamond 
Trust  (140,  DlA),  which  mimics  it.  If  the  world  economy,  or  jm 
our  own,  stumbles,  then  the  big  blue  chips  in  this  index  don 
have  to  outrun  the  bear,  but  merely  the  mid-  and  small-cai 
stocks  that  tend  to  be  hurt  the  worst  in  a  bad  market. 

China  has  the  ability  to  emerge  as  the  world's  largest  econorrt 
by  2030.  Don't  wait.  You  should  be  buying  there  today.  Consida 

either  the  iShares  FTSE/Xinhu 
China  25  (193,  FXl)  or  the  SPO) 
S&P  China  (93,  GXC)  as  the  be 
way  to  put  the  yin  in  that  mai 
ket's  volatile  yang. 

Thanks  to  hedge  fund  pre 
liferation,  the  wildest  marks 
around  is  foreign  exchange.  Th 
Bank  for  International  Settle 
ments  estimates  that  forex  trac 
ing  has  increased  71%  over  th 
last  three  years,  to  S3 
trillion  a  day.  The  PowerShare 
DB  G10  Currency  Harvest  Fun 
(29,  DBV)  is  the  ETF  I  like  ft] 
this.  The  dollar,  which  has  suffered  a  lot  lately,  is  one  of  ten  cui 
rencies  covered  by  the  ETF,  which  follows  the  Deutsche  Ban 
G10  Currency  Future  Harvest  Index.  The  other  nine  denomina 
tions,  including  the  yen,  the  pound  and  the  euro  (but  not  China 
yuan),  are  what  you  are  after  for  diversification.  If  there  are  n 
further  changes  in  exchange  rates,  your  return  from  this  bask< 
would  be  flat,  minus  overhead  (0.75%).  If  the  dollar  weakens  ftu 
ther,  you'll  do  better  than  in  a  dollar-only  money  market  fund 
Gold,  the  best  bear-proof  investment,  can  be  efficientl 
owned  through  the  iShares  COMEX  Gold  Trust  (73,  IAU),  an  ET 
that  in  effect  owns  bullion  and  runs  up  an  annual  overhead  c 
0.40%.  Gold  has  doubled  over  the  past  four  years  to  S732  p« 
troy  ounce. 

A  hypothetical  portfolio  that  bought  equal  amounts  of  tb 
four  securities  recommended  here  would  have  earned  27%  so  ft 
this  year,  to  the  S&P  500's  11%.  If  the  market  sinks,  the  fou 
should  continue  to  outperform.  I 


Two  market 
slides  in  2007 
mean  bad 
times  lie 
ahead.  The 
answer  ETFs 
for  gold,  China, 
currencies. 


factored  in  how  different  markets, 

whether    domestic   or    foreign  f^^ff^^^  Jim  Lowell  is  chief  investment  strategist  of  Adviser  Management  and  the  editor  of  f/de//ty 

°  '  ^MH^UtHSk!  Investor  and  Forbes  ETF  Advisor.  For  more  information  visit  www.forbesnewsletters.com/etf.i 

commodities  or  currencies,  had 
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Fixed-Income  Watch  Richard  Lehmann 


CHAOS  =  OPPORTUNITY 


■  NCOME  INVESTORS  HATE  VOLATILITY  AND  UNCERTAINTY. 
I  But  volatility  and  uncertainty  provide  the  best  opportunities 
I  to  get  higher  long-term  yields.  The  financial  turmoil  we've 
I  been  seeing  is  based  on  a  reawakening  to  default  risk  across 
H  the  board.  And  its  brought  on  by  the  real  losses  coming  out 
of  the  housing  bust.  Those  losses  could  magnify  into  a  recession, 
something  a  few  prescient  souls  like  fellow  FORBES  columnist 
Gary  Shilling  have  been  warning  about  for  some  time. 

So  far  the  worst  damage  to  market  prices  has  been  in  the  bank- 
ing and  financial  sectors,  particularly  real  estate  investment  trusts. 
While  the  Federal  Reserves  September  cut  in  short-term  rates 
has  calmed  the  markets  for  the  moment,  the  bloodshed  is  far 
from  over. 

The  summers  broad-ranging  selloff  was  motivated  by  uncer- 
tainty. Who  will  get  hit — and  how  hard — from  mortgage- related 
holdings?  We  won't  know  until  the  year-end  financial  reporting 
period  is  over,  if  then.  A  second  worry  festers  about  a  corporate 
debt  default  wave,  an  event  last  seen  in  200 1  and  now  long  over- 
due. Such  a  wave  is  generally  accompanied  by  a  recession. 

Income  investors,  who  look  forward  instead  of  back,  will  find 
opportunities  in  this  chaos.  While  more  bad  news  may  come  in 
the  high-yield  arena,  well-rated  debt  will  benefit.  Two  reasons: 
This  debt  is  a  safe  haven  and  interest  rates  decline  when  the  econ- 
omy goes  south.  That  will  help  the  prices  of  high-rated  issues. 
Meanwhile,  inflation  concerns  are  small,  if  only  because  there  are 
greater  things  to  worry  about. 

Now  is  the  time  to  review  your  holdings  with  a  view  toward 
benefiting  from  the  eventual  recovery.  Raise  some  cash  by  selec- 
tive selling  of  your  junk  holdings,  and  other  income  securities 
that  stood  up  well  during  the  August  horror.  Selling  those  sturdy 
survivors  of  August  may  seem  dumb.  But  keep  in  mind  that  such 
securities  are  less  likely  to  rise  in  a  recovery.  There  is  a  good 
probability  that  the  Fee!  Mon  marks  the  nadir  of  the  crisis.  So 
act  now. 

Then  where  do  the  opportunities  lie?  For  now  I  am  looking  at 
securities  that  suffered  in  a  sector  selloff  that 
had  nothing  to  do  with  mortgages  or  went 
down  for  emotional  causes.  Equity  REITs, 
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which  own  things  like  apartments,  are  one  possibility.  As  they  ai 
associated  with  real  estate,  after  all,  and  real  estate  is  paid  for  b 
mortgages,  the  market  likely  will  take  until  at  least  next  year  t 
warm  up  to  them  again.  They  are  cheap  now. 

Expect  good  performance  sooner  from  closed-end  fundi 
many  of  which  took  a  drubbing  in  the  summer  market  down| 
turn.  Why?  Because  too  few  people  understand  them.  They  wer| 
easy  to  ditch  when  the  going  got  tough. 

Closed-end  funds  are  like  mutual  funds,  but  they  trade  on  th 
stock  exchange  and  they  don't  redeem  their  shares.  If  you  want  t< 
buy  or  sell  them,  you  do  so  like  any  other  stock.  Their  portfolio! 

of  securities  are  gener 
ally  not  scrutinized  bj 
analysts.  They  have  i 
limited  audience  o| 
buyers  since,  unlikli 
open-end  funds,  they  lack  mam 
agement  companies  activel 
marketing  new  shares. 

Closed-end  funds  are  attraqi 
tive  now.  Many  have  goo| 
yields,  and  their  prices  are  at  I 
wide  enough  discount  to  theijl 
net  asset  value  (meaning  th|l 
underlying  value  of  their  holdji 
ings)  to  be  interesting.  Another 
enticing  feature,  which  aid| 
their  recovery  potential:  The] 
can  use  up  to  33%  leveraga 
which  will  benefit  them  now  that  the  yield  curve  is  steepening.  I 
I've  culled  a  few  with  double-digit  (or  close)  yields  and  did 
counts  from  NAV.  The  universe  of  closed-ends  is  large  and  varied] 
and  my  choices  demonstrate  the  variety. 

Nicholas-Applegate  Equity  &  Convertible  Income  Fum 
(24,  NIE)  combines  60%  stocks  and  40%  debt  securities  convert) 
ible  into  stock.  It  yields  9.4%  and  trades  at  a  7.6%  discount  frofl 
its  NAV.  Expense  ratio:  1.3%. 

If  you  want  some  international  exposure,  look  at  BlackRocI 
Global  Equity  Income  Trust  (17,  BFD).  It  invests  45%  in  U.S.  an< 
55%  in  foreign  companies  that  pay  dividends.  BlackRock  Globa 
yields  10.8%  and  trades  at  a  9.7%  discount  from  NAV.  Expenses 
1.2%.  For  a  fund  that  boosts  its  income  by  writing  call  options 
check  out  the  Enhanced  s&P  500  Covered  Call  Fund  (18,  BEO) 
The  fund  is  invested  in  S&P  500  stocks  and  sells  one-month  calll 
against  its  holdings.  It  yields  12%  with  a  2.9%  discount  from  NAl| 
and  a  1.1%  expense  ratio. 

Don't  try  to  find  the  bottom  of  the  market.  Instead,  stafl 
buying  now  and  spread  your  purchases  over  several  months 
Web  sites  you  can  visit  for  detailed  information  on  all  closed-enc 
funds  are  QuantumOnline.com  and  ETFConnect.com,  as  well  at 
mine,  ETFlnvestorNewsletter.com.  f 

Richard  Lehmann  is  editor  of  the  ForbeslLehmann  Income  Securities  Investor. 
Visit  his  home  page  at  www.forbes.com/lehmann. 


The  turmoil  is 
not  over.  But 
you  can  find 
good  buys  in 
closed-end 
funds  that  are 
knocked  down. 
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As  your  technology  business  expands,  so  does  each  risk. 


When  your  business  moves  as  fast  as  technology,  you  need  a  policy  that  can 
see  things  coming.  That's  why,  at  Travelers,  we  offer  coverage  that  extends 
across  your  entire  business.  Coverage  that  protects  you  not  only  domestically, 
but  also  worldwide.  And  coverage  that  includes  highly  dedicated  experts  who 
can  identify  the  everyday  risks  and  help  protect  your  technology — whatever 
situation  it  may  fall  into. 


TRAVELERS} 

Insurance,  /n-synch." 


ghts  reserved.  The  Travelers  Indemnity  Company  and  its  properly  casualty  affiliates.  One  Tower  Square.  Hartford.  CT  06183 


Patient  Investor  John  W.  Rogers  Jr. 


DEFENSIVE 
MOVES 


WITH  THE  FEDERAL  RESERVE'S  SEPT.  18  RATE 
cut,  suddenly  there  is  a  feeling  of  optimism  in 
the  air — a  sense  that  the  market's  fits  and  starts 
are  over  and  everything  is  going  to  be  okay.  I 
hold  a  contrary  view.  Bubbles,  by  their  very 
nature,  burst  I  vividly  remember  the  last  time  the  stock  market 
came  undone.  While  my  value  sensitivities  had  kept  me  away 
from  the  high-priced  dot-com  part);  its  dramatic  and  painful  end 
affected  far  more  than  just  tech  stocks.  Over  an  agonizing  two 
and  a  half  years,  S7  trillion  in  shareholder  value  evaporated. 

Because  the  subprime  debacle  has  dominated  the  headlines, 
the  prevailing  view  is  that  all  the  bad  news  is  out  and  the  peril  is 
largely  behind  us.  As  I  said  in  my  last  column,  I  think  the  sub- 
prime  fears  were  overblown.  Still,  the  mortgage  mess  is  only  one 
piece  of  the  problem  We  have  yet  to  face  the  darker  issues  sur- 
rounding private  equity  and  hedge  funds.  Jeremy  Grantham, 
head  of  the  well-respected  investment  firm  GMO,  projected  in  his 
last  quarterly  letter  that  in  just  five  years,  half  of  today's  hedge 
funds  and  a  significant  number  of  private  equity  firms  will  tank. 
Wall  Street  already  is  littered  with  corpses  of  .Amaranth  Advisors, 
Sowood  Capital  and  two  Bear  Stearns  hedge  funds. 

Private  equity  funds  bear  some  responsibility  for  the  enor- 
mous leverage  that  our  entire  financial  system  has  taken  on.  The 
supers  ize  deals  they  make  involve  scary  debt  loads.  The  multiples 
are  rich,  as  much  as  16  times  operating  income  (Ebitda).  Not 
long  ago  a  fair  price  for  a  solid  business  was  10  to  12  times.  The 
higher  prices  are  worrisome  given  the  large  fraction  of  the  pur- 
chase price  that  is  borrowed.  And  until  very  recently  many 
lenders  have  been  blase  about  excess  lev  erage.  \Vith  the  huge  fees 
to  be  earned,  debt  providers  were  only  too  pleased  to  oblige.  Now 
they  aren't  so  happy  with  S350  billion  in  buyout  debt  sitting  on 
their  books  and  no  takers. 


led  by  the  finance  sector.  When  financial  firms  struggle, 
have  a  big  effect  on  the  broader  economy,  from  consumer 
to  initial  offerings  to  mergers  and  acquisitions.  A  real  recovery  i 
going  to  take  a  while. 

So  I  keep  in  mind  Sir  John  Templetons  wisdom:  "For  thosfl 
properly  prepared  in  advance,  a  bear  market  in  stocks  is  not  a 
calamity  but  an  opportunity."  Right  now  I'm  buying  even  more  cm 
Main  Street's  high-quality  companies  that  are  not  tied  to  Wall 
Street's  wealth.  They  can  provide  important  insulation  during 
slowing  economic  growth. 

Newell  Rubbermaid  (29,  NWl)  is  a  consumer  durables  : 
pany  I  have  held  before  and  am  buying  again.  Newell  makei 
everyday  staples:  storage  bins.  Sharpie  pens,  Liquid  Paper,  Lenoi 
tools  and  Calphalon  pots  and  pans.  The  stock  has  been  weakeneq 
by  lackluster  earnings  and  a  rise  in  the  cost  of  resin,  of  whicl 
Newell  buys  400,000  tons  a  year.  But  new  resin  plants  will  opei 
in  2008,  expanding  production  and  supply.  Shares  trade  for  j 
22%  discount  to  my  S37  estimate  of  private  market  value. 

Can  you  even  name  the  number  two  competitor  of  Cloroi 

bleach?  It's  hard  because  thJ 
other  bleaches  are  generic.  Tha^ 
branding  power  is  the  reason 
have  owned  Clorox  (61,  CLX)  fo 
22  years.  Beyond  bleach,  Clorod 
boasts  brands  like  Glad  bags 
Kingsford  charcoal,  Brita  watel 
filters  and  Formula  409  dea 
fluids.  The  investment  commit 
nity  has  been  overly  concerned 
about  rising  raw  material  costs 
This  kind  of  short-term  pes 
simism  misses  the  overarchinj 
quality  and  consistency  of  thi 
baby  blue  chip.  Clorox  main 
tains  consistent  revenue  growth  of  between  4%  and  5%  annual! 
and  has  been  successful  in  passing  price  increases  along  to  th 
consumer.  Equally  as  innovative,  management  has  wiped  oi 
S600  million  in  costs  over  five  years,  or  an  average  SI 20  millio 
annually.  Shares  sell  at  a  30%  discount  to  my  S87  estimate  < 
private  market  value. 

Peanut  butter  and  jelly  is  a  winning  combination.  I  fir! 
bought  shares  of  J.M.  Smucker  Co.  (54,  SJM)  in  2000,  when  too 
stocks  fell  out  of  favor.  Smucker's  stable  of  brands  include 
Smucker's,  Jif,  Crisco,  Uncrustables,  Pillsbury  Baking  an 
Hungry  Jack;  a  recent  addition  is  Eagle  Family  Foods,  the  large 
producer  of  canned  milk  in  North  .America.  Despite  strong  earr 
ings  of  late,  Wall  Streeters  are  overly  fixating  here,  too,  on  ra' 
material  costs.  Smucker's  earnings  per  share  have  grown  at 
compound  annual  11%  over  the  past  decade;  shares  go  for  1 
times  latest  earnings.  At  that  price  they  are  at  a  17%  discount  t 
mv  S65  estimate  of  intrinsic  worth. 


The  subprime 
mess  is  only 
the  beginning. 
When  debt- 
laden  private 
equity  and 
hedge  funds 
tank  look  out 


In  my  view  we  are  only 

m  me  early  innings  of  a  sig-   ||^^|^^^  John  W.  Rogers  Jr.  rs  charman  and  cr»ef  executive  officer  of  OiKagofaased  And  QptaJ  Management, 

nificant  market  correction 
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ALL-WEATHER  INVESTING 


Mutual  Shares  Fund— Designed  for  Any  Market  Condition. 


I  Mutual  Series  fund  managers  don't  try  to  forecast 

MUTUAL 

series     the  market.  Their  disciplined,  deep-value  approach 

FUNDS 

■■■■■  to  investing  focuses  on  finding  out-of-favor 
investments  with  significant  upside  potential  and  reduced 
downside  risk.  The  result— historically  solid  long-term  performance 
and  lower  relative  volatility  across  market  cycles. 

Uncovering  opportunities  that  the  market  has  overlooked 
requires  a  unique  perspective.  At  Mutual  Series,  that  comes 
from  over  50  years  of  searching  for  hidden  values  in  all  types 
of  markets.  For  details  on  how  this  perspective  may  benefit 
your  portfolio,  see  your  financial  advisor,  call  1-800-FRANKLIN 
or  visit  franklintempleton.com/mutualseries. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


MUTUAL  SHARES  FUND-Class  Af 
Strong  Performance  &  Lower  Volatility 


Werage  Annual  Total  Returns" 
As  of  7/31/07 

Betam 

1-Year 

10.04% 

0.70 

3-Year 

12.58% 

0.74 

5-Year 

12.41% 

0.58 

10-Year 

8.94% 

0.61 

Kimum  initial  sales  charge  5.75% 
tense  ratio  1.16% 

Before  investing  in  Mutual  Shares  Fund,  you  should  carefully  consider  the  fund's  investment 
goals,  risks,  charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's 
prospectus,  which  you  can  obtain  from  your  financial  advisor.  Please  read  the  prospectus 
carefully  before  investing. 

Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed, 
may  be  worth  more  or  less  than  the  original  cost.  Performance  data  quoted  includes  the 
maximum  5.75%  initial  sales  charge,  and  represents  past  performance,  which  does  not 
guarantee  future  results.  More  recent  returns  may  differ  from  figures  shown;  for  most  recent 
month-end  performance  figures,  please  visit  franklintempleton.com.  The  fund  may  charge 
a  2%  tee  on  redemptions  within  seven  days. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403 


securities  may  not  increase  in  price  as  anticipated  or  may  decline  further  in  value.  Foreign  securities  risks  include  currency  fluctuations  and  political  uncertainty, 
ing  in  companies  involved  in  mergers  or  other  restructurings  carry  special  risks  as  pending  deals  may  not  be  completed  on  time  or  on  favorable  terms, 
fund  offers  other  share  classes,  subject  to  different  fees  and  expenses,  which  will  affect  their  performance. 

'erage  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the  indicated  periods  and  assume  reinvestment  of  dividends  and  capital 
at  net  asset  value. 

leta  is  a  measure  of  a  fund's  volatility  relative  to  the  S&P  500  Index.  A  beta  lower  than  1.00  indicates  volatility  lower  than  the  market's.  Source:  Thomson  Financial  6/30/07. 


They  invented  "SUV" 

because  they 
can't  call  them  Jeep. 

Jeep  is  a  registered  trademark.  Good  thing.  No  telling  what  kind  of  jacked-up  station  wagons  they'd  be  trying  to 
pass  off  as  Jeep  vehicles  otherwise.  Because  sometime  around  the  mid-80s,  a  craze  took  off.  The  era  of  the  SUV 
was  born.  Fact  is,  we  had  them  beat  by  a  few  decades.  As  soon  as  the  mighty 
little  Jeep  vehicle  came  back  from  World  War  II,  people  discovered  how  much  fun 
a  utility  vehicle  could  be.  What  made  it  perfect  for  the  army  made  it  perfect  for 
It  having  a  picnic  in  the  hills.  Or  a  hunting  trip.  Or  a  snowy 
drive  up  to  the  cabin.  And  ever  since,  our  vehicles  have  had 


CS  LIFETIME 


a  heritage  of  earning  their  name  by  getting  the  tires  dirty  and  doing  what  comes 
naturally.  Each  is  rugged  enough,  dependable  enough,  unstoppable  enough,  and  agile  enough  to  be  one  of  ours, 
which  we  stand  behind  with  a  Lifetime  Powertrain  Warranty.  When  heading  straight  out  into  the  unknown,  it's  good 
to  know  you're  going  there  in  a  vehicle  that's  been  heading  down  that  muddy  road  from  the  beginning.  That's  Jeep 
4x4.  And  that's  a  heritage  no  "SUV"  ■ 
can  ever  stake  claim  to.  Jeep.com 


ive  fun  out  there.  Jeep 


i  No  deductible.  See  dealer  for  a  copy  of  limited  warranty  and  details.  Non-Transferable.  Not  available  on  SRT,  diesel  and  certain  fleet  vehicles. 
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THE  ADVENTURER 


Wild  and  windswept,  a  remote  stretch  of  California  coastline  draws 
surfers  who  want  to  rise  above  the  ordinary  |  By  Christopher  Steiner 


T 


HE  WILDEST  STRETCH  OF  U.S.  SHORELINE  SOUTH  OF  ALASKA  IS  CALIFORNIA'S  LOST  COAST,  A  25-MILE-LONG  BURL  OF 
rock  thrust  into,  and  pounded  by,  the  Pacific.  Its  craggy  coves  host  the  best  point  break  in  North  America — best,  if  not  for  its 
giant,  peeling  surf  and  nearby  mountain  peaks,  then  for  its  lack  of  competing  surfers.  The  break,  called  Big  Flat,  owes  its 
emptiness  to  inaccessibility  The  only  way  to  get  here,  other  than  by  boat,  is  to  hike  9  miles  of  shoreline  serrated  by  cliffs  and 
impassable  at  high  tide.  Nine  miles  is  a  long  way  to  lug  a  surfboard  on  your  back  (plus  camping  equipment).  But  in  July  two 
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E  ADVENTURER  with  Jim  Clash 
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ir  people  who  push  the  limits  in  adventure  and  business,  travel  to 
binary  places,  encounter  cars  that  take  speed  to  new  limits  and  more. 

o:  www.forbes.com/adventurer 
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friends  joined  me  for  the  ordeal:  Thomas  Penning- 
ton, 30,  a  civil  engineer  from  Portland,  Ore.,  and 
Tony  C.  Ly,  29,  an  L.A.  software  project  manager. 

Big  Flat  sits  in  the  middle  of  the  Bureau  of 
Land  Management's  64,000-acre  King  Range 
National  Conservation  Area,  a  patch  of  northern 
California  so  rugged  that  the  engineers  who  built 
Highway  1 ,  which  hugs  the  coast  from  San  Diego 
to  Oregon,  took  the  road  30  miles  inland  here  to 
avoid  it.  The  only  humans  dipping  in  are  hikers, 
abalone  hunters  and  intrepid  surfers.  King 
Peak,  clad  in  Douglas  fir,  lords  over  Big  Flat,  its 
summit  (4,087  ft.)  just  3  miles  inland. 

The  surf  trail  starts  in  Shelter  Cove,  a  salty 
fishing  nook  five  hours  north  of  San  Francisco. 
It's  the  sole  community  for  a  100-mile  stretch  of 
coast — too  small  to  have  a  proper  grocery,  but  a 
general  store  sells  staples.  (For  where  to  stay  and 
how  to  get  there,  see  box,  p.  196.) 

We  arrived  to  100-proof  sunshine  and  tem- 
peratures in  the  low  80s.  A  BLM  ranger  with 
whom  we  chatted  warned  of  a  group  of  brazen 
black  bears  who  recently  had  been  riffling 
campers'  gear. 

We'd  come  equipped  not  just  for  camping  and 
surfing  but  for  fishing.  This  section  of  coast 
swarms  with  halibut  and  king  salmon;  if  we 
could  get  our  poles  in  the  right  place,  surely  we 
could  hook  ourselves  a  dinner  or  two,  we  figured. 
The  problem  with  so  much  gear,  however,  was 
that  our  packs  had  grown  comically  large.  To  get 
mine  on  my  back  I  needed  the  assistance  of  my 
two  friends.  I  might  as  well  have  been  an  armor- 
laden  knight  being  winched  onto  a  horse.  Hip- 
bruising  would  be  inevitable.  But  visions  of 
perfect  surf  and  an  empty  lineup  urged  us  on. 

Two  miles  into  our  northward  hike,  however, 
the  toil  of  schlepping  our  packs  over  loose  sand  sapped  us.  We 
slumped  down  in  front  of  Tequila  Rock,  an  imposing  block  of 
argillaceous  sandstone.  It  was  just  as  well,  since  the  tide  table 
confirmed  what  our  eyes  told  us:  The  tide  was  coming  in.  For  the 
next  two  hours  the  5  miles  up  ahead  would  be  impassable. 

Playing  tag  with  the  tide  can  be  fatal  on  the  Lost  Coast.  In 
2000  a  group  of  hikers— adults  and  high  school  students- 
decided  to  try  their  luck  against  a  rising  sea.  Three  drowned. 
Locals  all  have  stories  of  close  calls. 

The  sun  was  hustling  toward  the  horizon,  and  it  was  nearly  5 
p.m.  before  we  decided  it  was  safe  to  venture  on.  Even  so,  at 
points  where  the  cliffs  jutted  into  the  ocean  we  had  to  time  the 
waves  and  scurry.  The  shore  break,  right  on  the  beach,  was  as 
high  as  15  feet.  We  went  single  file  and  kept  our  eyes  on  the  sea. 

As  the  last  shards  of  sunshine  danced  on  the  sand,  we  got  to 
Big  Flat  at  8  p.m.,  setting  up  camp  200  yards  from  the  ocean  and 
50  yards  from  Big  Flat  Creek,  where  we  could  filter  water.  A  small 
private  parcel  of  land  with  a  crude  grass  airstrip  lay  500  yards  to 


Visions  o 
perfect  surf 

and  it 
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urged  us  on. 


the  north,  past  the  point.  Its  cabin  was  deserted.  We  gobble 
some  food,  tossed  our  sleeping  bags  on  the  sand  and  passed  o 
to  the  roar  of  waves.  The  tent  never  made  it  out  of  the  pack. 

We  woke  to  a  sun  that  would  shine  unabated  for  the  five-d; 
trip.  Big  Flat  was  empty  except  for  us  and  some  grazing  blacl 
tailed  deer.  The  waves  coming  off  the  point  break  to  the  nor 
looked  good,  so  we  pulled  on  our  4mm  wet  suits  and  paddlt 
out  a  calm  channel  just  to  the  south  of  the  break.  When  a  set 
waves  approached,  we  all  paddled  for  the  first  one.  Noboc 
caught  it,  but  not  for  lack  of  size.  "That  had  to  be  12  feet,"  I  sai 
Tony  declared:  "Spooky  huge."  We  would  have  liked  some  mt 
lower  warm-up  surf,  but  you  get  what  the  ocean  gives,  and  he 
could  we  turn  this  down? 

Another  set  rolled  through  after  five  minutes,  and  Tony  pa< 
died  spastically  for  a  monster,  getting  his  short  board  into  the  te 
of  the  wave.  He  got  up,  crouched  low  and  ripped  an  arc  into  u 
wave's  face  before  riding  out  ahead  of  the  frothy  shoulder.  Aftei 
100-yard  ride,  he  judiciously  pulled  up,  over  and  out  of  the  wai 
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"Compulsively  readable  .Studded  with  tables. 

charts  and  sidebars,  All  the  Money  in  the  World  is  full  of 
rags-to-riches  stories  and  colorful  anecdotes"  -New  York  Times 
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MAKE— AND  SPEND— 

IN  THE 

THEIR  FORTUNES 


PETER  W.  BERNSTEIN  AND  ANNALYN  SWAN 


From  Wall  Street  to  the  West  Coast,  from  blue-collar  billionaires  to 
blue-blood  fortunes,  from  the  Google  guys  to  hedge  fund  honchos, 
All  the  Money  in  the  World  gives  us  the  goods  on,  among  other  things: 

•  the  all-time  richest  Americans  *  the  trophy  wives 

•  who  made  and  lost  the  most  money  •  the  most  conspicuous  consumers 

•  the  biggest  risk  takers  *  the  biggest  art  collectors 

•  the  most  wasteful  family  feuds  •  the  most  and  least  generous  givers 

A  book  that  shows  how  the  super-rich  succeed,  how  fortunes  are  made, 
saved,  enhanced,  and  sometimes  squandered.  A  vivid  and  revealing 
portrait  of  the  wealthiest  Americans  of  the  past  quarter  century. 
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as  it  approached  the  point's  rocky  inside.  These  were  the  first 
waves  wed  had  all  to  ourselves  since  we  trekked  to  Mexico's  Baja 
three  years  earlier.  We  spent  the  next  two  hours  riding  and 
paddling  before  catching  a  beach  nap  and  eating  a  mess  of  black- 
berries from  the  nearby  woods.  We  surfed  again  during  the  late 
afternoon,  when  the  swell  had  lost  some  ferocity. 

The  next  morning  we  decided  to  fish  from  our  surfboards, 
which  we  would  paddle  out  to  the  edge  of  a  reef,  visible  from 
shore  with  polarized  glasses.  Tom  and  I  lashed  the  fishing  poles 
to  our  backs  and  set  out  paddling.  It  took  20  minutes  of  stroking 
to  get  beyond  the  wave  lineup.  We  sat  up  and  dropped  our  lures 
into  the  water,  quickly  finding  out  that  keeping  one's  surfboard 
steady  in  a  10-foot  swell  while  trying  to  fish  a  reef  makes  for  a 
clumsy  operation.  Twice  I  tipped  off  my  board,  barely  clutching 
my  Shimano  fishing  rig. 

And  then,  when  things  couldn't  have  been  more  awkward, 
Tom  called  out  to  me  from  30  yards  away:  "Look  out!  Wave!"  I 
turned  to  see  a  rogue  haymaker  closing  in  on  me,  its  peak  just 
beginning  to  break.  I  shoved  the  pole,  line  still  out,  under  my 
chin  and  began  paddling  furiously,  trying  to  clear  the  wave's  path. 
I  didn't  make  it.  I  duck-dived  with  my  fishing  pole  in  my  right 
hand.  My  surfboard  was  quickly  ripped  out  from  underneath  me, 
its  leash  yanking  me  into  the  wave's  violent  washing-machine 
wake.  Somehow  I  held  on  to  the  pole.  I  shouldn't  have  bothered. 

When  I  finally  surfaced,  I  got  hold  of  my  surfboard  and 
hastily  bit  the  fishing  line  with  my  teeth,  leaving  my  lure  to  the 
sea.  I  jammed  the  pole  under  my  chest  and  started  paddling  in. 
As  I  approached  Tom,  I  said:  "This  experiment  is  over  for  me.  I'm 
getting  thrashed  out  here."  We  retired  to  the  beach  Ashless,  set- 
tling for  some  salami,  cheese  and  blackberries. 

As  we  set  off  south  down  the  coast  on  our  last  morning,  we 
followed  a  bear's  plodding  tracks  through  the  apron  of  black  sand 
for  3  miles.  As  we  walked,  the  tracks  got  fresher  and  fresher.  We 
were  gaining  on  the  bruin.  We  stayed  on  its  trail  until  it  headed 
up  the  canyon  at  Gitchell  Creek,  likely  spooked  by  our  approach. 
His  Lost  Coast  had  left  us  no  less  affected.  F 

GETTING  LOST 

Lodging  in  Shelter  Cove  is  sparse.  There  are  several  small  motels, 
including  the  ten-room  Oceanfront  Inn,  which  starts  at  $125  a  night. 
Restaurants  are  even  fewer.  The  Cove  has  the  best  eats,  but  the  little 
deli  counter  at  the  RV  park  has  some  of  northern  California's  most 
delicious  fish-and-chips. 

The  drive  from  U.S.  101  to  Shelter  Cove  via  Garberville  is  only  24 
miles,  but  the  switchbacks  take  an  hour  to  negotiate.  Garberville  has 
a  clean  Best  Western  and  an  excellent  pizzeria:  Sicilito's. 

To  hike  the  Lost  Coast  you'll  need  a  permit,  obtainable  for  free 
from  Bureau  of  Land  Management  boxes  near  the  trailheads.  The 
BLM  requires  overnight  hikers  to  carry  bear-proof  canisters,  which  can 
be  rented  for  $5  from  BLM  field  offices  in  Areata  or  Petrolia. 

Watch  for  rattlesnakes,  which  hang  out  in  piles  of  driftwood.  If 
you  go  foraging  for  blackberries,  raspberries  or  salmonberries  (all 
plentiful),  be  advised  poison  oak  meanders  near  the  beach;  long 
sleeves  and  pants  are  a  must.  Hikers  should  never  turn  their  backs  on 
the  Pacific.  Carry  a  tide  book,  available  at  BLM  offices.  Sections  of 
coast  impassable  at  high  tide  are  marked  clearly  on  BLM  maps.  — C.S. 
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The  Edison  of  Booze 

Jerry  Thomas:  America's  first  great 
bartender  |  By  Alan  Farnham 


•VI 


LONG  BEFORE  THE  WORLD  GAVE  A  DAMN  ABOUT  AMER 
ican  art,  literature  or  music — at  a  time,  in  fact,  when  all 
these  were  held  in  low  esteem,  especially  in  Europe- 
people  loved  our  cocktails. 

In  1867,  at  the  Exposition  Universelle  in  Paris,  judgesi 
thought  so  poorly  of  America's  Hudson  River  School  that  U.S 
painters  slunk  back  home  with  but  a  single  second-class  medal. 
Yet  at  the  same  moment  Frenchmen  were  clustered  like  beesi 
around  the  Expo's  American  Bar,  vying  for  a  chance  to  taste  a 
Sherry  Cobbler — a  100%  U.S.  invention  compounded  of  sherry, 
sugar,  ice,  a  muddled  slice  or  two  of  orange  and  a  decorative 
berry.  The  bar  sped  through  500  bottles  of  sherry  a  day. 

How  and  why  America  rose  to  world  preeminence  in 
mixology  is  explained  zestfully  in  Imbibe!  From  Absinthe 
Cocktail  to  Whiskey  Smash, 
Salute  in  Stories  and  Drinks  to 
"Professor"  Jerry  Thomas,  Pioneer 
of  the  American  Bar  (Penguin,| 
$24).  David  Wondrich,  author,; 
journalist  and  bartender,  does  hisi 
best  to  tell  the  story  of  Thomas'  life. 
Not  a  whole  lot  is  known  about  the 
professor,  except  that  he  was  to  bartending  what  Adam  was  to 
humankind:  the  first  of  his  species  worth  mentioning.  He 
didn't  invent  the  Cobbler,  but  he  invented  plenty  else. 

Born  in  1830,  he  tended  bar  in  San  Francisco  during  the  Gold| 
Rush  and  later  in  Virginia  City,  Nev.  during  the  height  of  the  Com 
stock  Lode  fever.  In  New  York  he  ran  his  most  famous  saloon,  ati 
622  Broadway,  where  a  Restoration  Hardware  stands  now. 

At  his  high-water  mark  Thomas  was  earning  more  than  the 
vice  president  of  the  U.S.  Partly  though  ownership  of  bars,  he 
amassed  a  cash  till  equivalent  to  today's  $350,000.  His  truei 
capital,  though,  were  the  liquid  inventions  that  poured  from  hisi 
creative  mind.  The  one  best  known  today  is  the  Tom  &  Jerry  (ai 
blend  of  rum,  brandy,  eggs,  cinnamon,  cloves  and  other  spices) 
The  most  pyrotechnic  was  the  Blue  Blazer:  scotch,  boiling  sugar! 
water  and  lemon  peel,  set  on  fire  and  then  hurled  back  and] 
forth  through  the  air  between  silver  mixing  cups. 

What  ultimately  assured  his  immortality  was  a  book  hel 
wrote  in  1862,  How  to  Mix  Drinks — the  first  bartenders'  guide 
with  detailed  recipes.  A  generous  sampling  of  these  is  provided 
in  Wondrich's  book. 

The  Great  Emulsifier  died  in  1885,  a  year  before  the  Statue 
of  Liberty  was  dedicated.  By  the  time  Liberty's  torch  was  heldi 
aloft,  thousands  of  Thomas'  acolytes  around  the  world  were 
tossing  flaming  liquor  through  the  air. 
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AUCTION      NOVEMBER  16 


Daniel  DeCaro 

SKY     Sotheby  's     real  estate 

!        INTERNATIONAL  REALTY  .AUCTION^ S 


www.skysothebysrealty.com 
SARASOTA,  FLORIDA 


LUXURY  REAL  ESTATE  AUCTION 


OVER  $IOOM  OF  PROPERTIES 


MANY  SELLING  ABSOLUTE 


WATERFRONT  RESIDENCES 


WILL  SELL  TO  HIGHEST  BIDDER 


Auction  Begins  at  I  1AM 
LOCATION:The  Longboat  Key  Club 
CALL  FOR  MORE  INFO:  941.308.6560 

©  MMV  Sothebys  International  Rca^Affflinies  inc. All  Rights  Reserved  Sotheby's  International 
Realty®  is  a  licensed  trademark  to  Sotheby's  International  Realty  Affiliates.  Inc  An  Equal 
Opportunity  Company.  Equal  Housings  Opportunity  Each  office  is  independently  owned  and 
operated,  except  offices  owned  and  operated  by  NRT  Incorporated.  In  coordination  with  Daniel 
DeCaro  Real  Estate  Auctions.  Inc.  a  Licensed  Real  Estate  Broker  and  Auctioneer. 
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shoulders,  back  and  abs. 
Developed  by  a  Navy  SEAL 
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Stock  Market  Course 


The  Forbes  Stock  Market  Course  is  an  easy-to 
read  common  sense  guide  to  building  wealth.  It  is 
a  perfect  gift  for  family  and  friends... for  anyone 
who  is  interested  in  investing.  This  edition  gives 
you  a  better  understanding  of  everything  from 
Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds. 

As  a  reader  of  Forbes  Magazine  you  are  invited 
to  take  advantage  of  a  special  price  of  just  $99.9! 
(save  $50  off  the  regular  $149.95  price.) 


Go  to  www.forbesstoCkmarketcourse.com 

to  place  your  order  now. 
Or  call  212-367-4141  and  give  the  operator 
a  special  savings  code  of  SMC07 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes  com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 
72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 

78  year-old  male:  $1,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $  1 00,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  100  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insure.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


/_ 


$ 


Date  of  birth  (MM/DD/YY) 


Age 


Coverage 


City  State 

Major  Illness  History:    D  Heart  Disease   LJ  Cancer   CI  Diabetes   d  Stroke   D  Other 

(Please  check  all  that  apply.) 
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NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  f  rst  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled.  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


VIE  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
id  88%  of  people  who  own  health  club  memberships  do  not 
ercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
slieve  for  all  the  people  who  since  1990  have  bought  our 
cellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
io  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 
e  health  benefits  experienced 
iring  that  tryout,  and  the  ROM 
:rformance  score  at  the  end  of 
ich  4  minute  workout  that  tells  the 
ory  of  health  and  fitness 
provement.  At  under  20  cents  per 
e,  the  4  minute  ROM  exercise  is 
g  least  expensive  full  body 
mplete  exercise  a  person  can  do. 
iw  do  we  know  that  it  is  under  20 
pits  per  use?  Over  90%  of  ROM 
achines  go  to  private  homes,  but 
have  a  few  that  are  in  commercial 
e  for  over  12  years  and  they  have 
dured  over  80,000  uses  each, 
hout  need  of  repair  or  overhaul. 

ROM  4  minute  workout  is  for 
ople  from  10  to  over  100  years  old 
highly  trained  athletes  as  well. 


The  ROM  adapts  its  resistance  every  second  during  the  workout 
to  exactly  match  the  user's  ability  to  perform  work.  It  balances 
blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 
website  at:  www.FastExercise.com. 


The  typical  ROM  purchaser  goes  through  several  stages: 

Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 
Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 
Reading  the  ROM  literature  and  reluctantly  understanding  it. 
Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 
Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 
Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 
Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 
After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 
You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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THOUGHTS 


On  the  Business  of  Life 


he  IRS  is  reportedly  going  after  corporate  officials  whose  planes  were  seen  at  the  famed  annual 
Masters  Tournament  in  Augusta,  Ga.  Why?  Some  if,  not  most,  customers  and  prospects  for 
multiple  corporations  were  at  this  golfers' summit.  Countless  of  those  looking  for  business  should 
have  been  in  Augusta  or,  at  other  times,  at  the  Kentucky  Derby,  or  the  World  Series,  heavyweight 
championships  or  the  Super  Bowl  For  business,  that's  where  the  action  is.  — MALCOLM  S.  FORBES  (1977) 


/  walk  into  the  clubhouse,  and  it's  like 
walking  into  the  Mayo  Clinic.  We  have 
four  doctors,  three  therapists  and  five 
trainers.  Back  when  I  broke  in,  we  had 
one  trainer  who  carried  a  bottle  of  rubbing 
alcohol  and  by  the  seventh  inning  he  had 
drunk  it  all. 

—TOMMY  LASORDA 


Being  with  a  woman  all  night  never  hurt 
no  professional  baseball  player.  It's  staying 
up  all  night  looking  for  a  woman  that  does 
him  in. 

—CASEY  STENGEL 


Well  that  [Pope  Paul  VI  passing  away] 
kind  of  puts  the  damper  on  even  a 
Yankee  win. 

—PHIL  RIZZUTO 


If  you  ever  worked  with  Phil  Rizzuto 
you'd  know  my  motivation.  How  would 
you  like  to  work  18  years  with  a  guy  who 
still  doesn't  know  your  first  name? 

—BILL  WHITE 


Aw,  how  could  he  [Jorge  Orta]  lose  the 
ball  in  the  sun,  he's  from  Mexico! 

—HARRY  CARAY 


Every  player  should  be  accorded  the 
privilege  of  at  least  one  season  with  the 
Chicago  Cubs.  That's  baseball  as  it  should 
be  played — in  God's  own  sunshine. 

— ALVIN  DARK 


I've  come  to  the  conclusion  that  the  two 
most  important  things  in  life  are  good 
friends  and  a  good  bullpen. 

—BOB  LEMON 


Every  hitter  likes  fastballs,  just  like 
everybody  likes  ice  cream.  But  you 
don't  like  it  when  someone's  stuffing  it 
into  you  by  the  gallon.  That's  what  it 
feels  like  when  Nolan  Ryan's  thrown 
balls  by  you. 

—REGGIE  JACKSON 

If  you're  associated  with  the  Philadelphia 
media  or  town,  you  look  for  negatives. 
I  don't  know  if  there's  something  about 
their  upbringing  or  they  have  too  many 
hoagies,  or  too  much  cream  cheese. 

—MIKE  SCHMIDT 


That's  baseball,  and  it's  my  game. 
You  take  your  worries  to  the  game, 
and  you  leave  em  there.  You  yell  like 
crazy  for  your  guys.  It's  good  for  your 
lungs,  gives  you  a  lift  and  nobody  calls 
the  cops.  Pretty  girls,  lots  of  'em. 

—HUMPHREY  BOGAR 


Hanging  out  with  Derek  Jeter  sucks 
because  all  the  women  flock  to  him. 

—TIM  RAINS 


David  Ortiz  is  bulletproof,  as  far  as  I'm 
concerned.  Whether  there's  a  left-handei 
on  the  mound  or  a  right-hander  on  the 
mound,  he  beats  us  up  pretty  good. 

—JOE  TORl} 

Greg  Maddux  could  put  a  baseball 
through  a  Life  Saver  if  you  asked  him. 

—JOE  MORGA 


Trying  to  hit  Sandy  Koufax  was  like 
trying  to  drink  coffee  with  a  fork. 

—WILLIE  STARGEI 

A  Text ...  

Whoso  keepeth  his  mouth 
and  his  tongue  keepeth  his  soul 
from  troubles. 

—PROVERBS  21:23 
Sent  in  by  Frederick  Johnson,  Los  Angeles,  Calif. 
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Think  About  It 


fWO  WARRANTIES 
ENTER  THE  RING, 
)NE  WARRANTY 
.EAVES. 

It's  gonna  be  a  long  night  for  one  of  these 
arranties.  Guess  which  one: 

In  this  corner,  the  typical  5-year/60,000- 
nle  powertrain  warranty  from  the  typical 
ir  company*  In  the  other  corner,  Hyundai's 
>wering  10-year/ 100,000-mile  powertrain 
sverage — more  than  BMW,  Honda,  or  Toyota. 

We  wouldn't  offer  this  kind  of  coverage  if 
ur  cars  didn't  keep  humming  year  after  year. 
:lps  would  go  up  in  our  financial  depart- 
CONTINUED  at  Think-About-It.com 


here's  to  one-upsmanship. 


1 1 


Carl  E  Bucherer 

FOR  PEOPLE  WHO  DO  NOT  GO  WITH  THE  TIMES. 


The  Patravi  Tonneaugraph  in  18K  rose  gold  with  chronograph,  big  date  and  power 
reserve  display  is  a  perfect  example  of  Carl  F.  Bucherer's  unique  philosophy.  As  an 
independent  family  business  in  Lucerne,  Switzerland  since  1919,  our  attention 
to  fine  detail  and  passion  for  perfection  have  never  changed. 

www.carl-f-bucherer.com 


57  EAST  OAK  STREET  CHICAGO  ILLINOIS  60611 
312.944.6888  800.228.9436 


NlY  PRINCESS®  TAKES  YOU  FROM  SHIP  TO  TRAIN  TO  DENALI  IN  ONE  DAY 
Tien  you  take  a  Princess  "cruisetour"-  cruise,  rail,  and  lodge  vacation -you'll  see  more  of  the  magnificent  wonders  of  Alaska, 
om  the  awe-inspiring  ice  formations  of  College  Fjord  and  Glacier  Bay,  to  the  untamed  beauty  of  Denali  National  Park, 
nly  Princess  lets  you  step  directly  from  the  ship  onto  luxury  railcars,  taking  you  the  same  day  to  one  of  our  premier 


ages  in  the  heart  of  the  Alaskan  wilderness.  No  one  shows  you  Alaska  like  Princess.  Book  your  complete  escape  today. 


GET  YOUR  FREE  ALASKA  PLANNING  KIT  TOD/ 
See  your  travel  agent. 


PRINCESS  CRUISES 

escape  completely  * 


The  misty,  mountainous 
terrain  around  Luang 
Prabang  is  so  startlingly 
beautiful  that  it's 
practically  a  religious 
experience— and  maybe 
an  actual  one.  Local 
lore  has  it  that  Buddha 
looked  at  this  location... 

and  predicted  a  great 
city  would  someday  be 
built  here."  pagers 
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Hit  the  trail  to  old  Hawaii  at  the  Big  Island's  historic,  150,000-acre 

Parker  Ranch. 

By  Finn-Olaf  Jones 

152  Blasters  of  the  Universe 

In  which  our  intrepid  editor  bags  some  birds  in  the  wilds  of  South 
Dakota. 

By  Christopher  Buckley 

158  Asian  Beauty 

Laos  has  emerged  from  its  war-torn  past  to  become  one  of 
Southeast  Asia's  last  undiscovered  gems. 
By  Laurie  Werner 

164  Fade  to  Black 

The  season's  newest  watches  are  tough,  dark  and  handsome. 

By  Mark  Grischke  and  Adam  McCollum.  Photographs  by  Ron  Reeves 

168  Workers'  Paradise! 

China's  full-throttle  economy  is  a  brave  new  world. 
By  PJ.  O'Rourke 
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Usual  Suspects 


23    FROM  THE  EDITOR'S  DESK  | 

The  water's  cold.  Dive  in. 

26    THE  EYE  |  Big  shot  from  Beretta, 
nature  in  focus,  pocket-sized  point- 
and-shoot,  old-school  Nikes,  boffo 
boat  bag,  sporty  Cessna,  creme  de  la 
Cartier  and  Ardbeg  for  the  ages. 

47   TRAVEL  |  Just  the  ticket. 
Edited  by  Richard  Nalfey 

172    MIXED  MEDIA  |  Photos  from  baseball's 
golden  era,  a  return  to  Halo,  Malick's 
cinematic  magic,  postapocalyptic 
TV  drama,  Trevor  at  his  finest  and  the 
subtler  side  of  Elgar. 
Edited  by  Thomas  Jackson 

176    ASKED  &  ANSWERED  j  A  plucky  pair 
of  adventurers  recount  their 
3,000-mile,  end-to-end  trek  of 
China's  Great  Wall. 


Departments 


69  Style  &  Design 

Load  er  up  and  rule  the  road  in  a  $1.3 -million  RV. 
By  Dick  Teresi 

73  Golf 

Six  getaways  for  your  next  guys-only  golf  trip. 
By  Todd  Pitock  and  Tom  Harack 

82  Quintessential 

The  trusty  travel  vest  gets  a  new  lease  on  life. 
By  Mark  Grischke 

85  Real  Escapes 

Make  yourself  at  home  along  the  northwestern  coast  of  Costa  Rid 
By  Taylor  Antrim 

89  Boats 

A  Bonnie  lass,  Boye's  own  boat  and  an  emission-free  outboard. 
By  Bernadette  Bernon 

95  Health 

For  medical  tourists  the  doctor  is  in. .  .Bangalore. 
By  Stephanie  Cooperman 

100  Electronics 

Tune  in  Tokyo  with  the  latest  Internet  radios. 
By  Thomas  Jackson 

113  Spas 

In  today's  global  neighborhood,  there's  a  spa  on  every  corner. 
By  Lorraine  Cademartori 

117  Sport 

Lewis  Gordon  Pugh  is  the  swimmer  who  came  in  from  the  cold. 
By  Todd  Pitock 

123  Passions 

Ride  the  rails  back  in  time  with  a  private  trip  aboard 
the  New  York  Central  3. 
By  Matthew  Stevenson 

127  Wheels 

From  Sweden  with  Love:  the  new  Volvo  C30. 
By  Bill  Baker 

131  Wine  &  Spirits 

Today's  in-the-know  drinkers  are  in  touch  with  the  micro-spirit  wora 
By  Richard  Nalley 
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imagine  watching  the  NFL 
the  way  the  NFL  does 
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©2007  Samsung  Electronics  America,  Inc.  All  rights  reserved.  Samsung  is  a  registered  trademark  of  Samsung  Electronics  Co.,  Ltd.  Screen  images  simulated.  ©2007  NFL  Properties  LLC. 

Team  names/logos  are  trademarks  of  the  teams  indicated.  Ail  other  NFL-related  trademarks  are  trademarks  of  the  National  Football  League. 


Samsung  is  the  official  HDTV  of  the  NFL  three  years  running  and  is  now  their  #1 
HDTV  pick  for  in-stadium  coaches'  booths.  And  since  all  games  are  being  broadcast 
in  HD,  there's  no  better  time  to  get  a  Samsung  HDTV.  The  NFL  and  Samsung. 
The  decision  is  clear.  For  more  information,  visit  samsung.com/nfl 
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Visit  F0RBES.COM  for  a  daily  dip 
into  high-end  real  estate,  luxury 
vehicles,  indulgent  travel  and  the  best 
in  fashion,  health,  wine  and  food. 
Our  videos  put  you  behind  the  wheels 
of  the  market's  hottest  cars  and 
inside  the  most  impressive  homes 
in  the  world.  Keep  up  to  date 
with  our  e-mail  news  alerts  and 
newsletters,  and  let  Forbes  Attache 
put  everything  you  need — from  stock 
prices  to  weather  to  your  favorite 
Forbes  content — right  on  your  desktop. 
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ForhesLife  Online 
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WINE  AND  FOOD 

World's  Most  Expensive 
Tasting  Menus 

From  the  Michelin-crowned 
in  big  cities  to  the  lesser-known  in 
the  middle  of  the  woods,  these 
restaurants  boast  the  globe's  priciest 
multicourse  meals. 

VEHICLES 

Top  20  Most 
Dangerous  Vehicles 

Want  to  stay  safe  on  the  road? 

Increase  your  chances 

by  avoiding  these  sets  of  wheels. 


Veri70nwireless 
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verizonwireless.com/blackberry 


REAL  ESTATE 

World's  Most  Overpriced 
Real  Estate  Markets 

They're  culture-rich  and  scenically  stunning.  But 
invest  in  a  home  in  any  of  these 
ten  cities,  and  your  balance 
sheet  might  take  a  beating. 

HEALTH 

Health  Problems  That  Can 
Affect  Your  Sex  Life 

Not  happy?  Not  happening? 
Your  health  may  be  to  blame. 


Ten  Eating  Habits 
to  Avoid 

Find  out  if  you're 
guilty  of  these  mealtime 
misdemeanors. 

TRAVEL 

Ten  Travel  Trends 
You  Can't  Ignore 

Today's  vacations 
are  all  about  rental 
jets,  luxury  yachts  and 
ditching  the  kids. 


Best  Vacations  for 
Thrill-Seekers 

Forget  bungee  jumping: 
Today's  vacationing 
adrenalin  junkies  want 
fighter  jets,  sharks, 
Corvettes  and  black-water  rafting. 


Forbes.com  Video  Networ 
www.forbes.com/video 

Mansion  Envy 
Once  it  was  called  Millionaire's] 
Row  in  San  Francisco,  but  nova 
it's  home  to  billionaires.  Join  us 
on  a  private  tour  inside  some  i 
of  the  most  expensive  homes  iij 
America.  And  find  out  what 
the  priciest  ZIP  codes  look  like. 

At  the  Heim 

Meet  some  of  the  top  executivej 

women  in  America. 

Cutting-Edge  Technology  I 

From  gadgets  to  games, 
Forbes.com  Video  Network  wil$ 
show  it,  explain  it  and  critique 
what's  hot  and  what's  not. 
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Email  from  Paris,  France  to  Paris, Texas. 

round  the  world.  And  around  the  block  on  America's  most  reliable  wireless  network. 
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vice.  With  one  of  the  highest  crew  to  guest  ratios,  service  is  just  one  of  the  reasons  Travel  +  Leisure 
ders  have  voted  us  World's  Best  Large-Ship  Cruise  Line  for  an  unprecedented  12  consecutive  years. 

nore  information  visit  crystalcruises.com.  To  book,  contact  your  travel  agent  or  call  888-688-6799. 


RYSTAL 

CRUISES 

nee  is  Crystal  clear. 
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accessories 

leather  goods 

luggage 

sportswear 

outerwear 


'Donations  accepted  10/1-10/31/07  at  participating 
Johnston  &  Murphy  retail  and  factory  stores. 
For  additional  donation  options,  call  800-424-2854. 
Offer  not  valid  at  johnstonmurphy.com.  Offer  cannot 
be  combined  with  any  other  offers  or  promotions. 
Offer  not  valid  on  previous  purchases. 
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My  card  . . 


ARE  YOU  STRESSED  THAT  YOUR  CARL)  HAS 
GONE  ON  A  WORLD  TOUR  WITHOUT  YOU? 

or 

ARE  YOU  ALERTED  WHEN  A 
SUSPICIOUS  CHARGE  APPEARS? 


ARE  YOU  RUNNING  AROUND  TRYING  TO 
RETURN  SOMETHING,  ONLY  TO  BE  TOLD  NO? 

or 

ARE  YOU  ABLE  TO  RETURN  IT 
AND  GET  ON  WITH  YOUR  LIFE? 


ARE  YOU  WORRIED  THAT  YOUR  STOLEN 
WATCH  WAS  IRREPLACEABLE? 

or 

ARE  YOU  SECURE  THAT  YOUR  NEW 
PURCHASES  ARE  PROTECTED? 


ARE  YOU  SPENDING  MORE  TIME  WORRYING  THAN  SHOPPING? 

or 

ARE  YOU  A  C  A  R  D  M  E  M  B  E  R  ?iU 
\'uut  americanexpredd.com  to  join 


From  the  Editor's  Desk 


Cold- 
Blooded 
Shooter 


Freeze-frame:  Hakan  Stenlund 
gets  up  close  and  personal  with 
swimmer  Lewis  Gordon  Pugh. 


I  WAS  PERUSING  THE  DELIGHTFUL  STORIES  IN  THIS,  OUR  OCTOBER 
issue,  when  I  came  across  a  paragraph  that  froze  the  very  blood  in  my  veins: 

"It  was  the  most  frightening  thing  I  could  imagine,"  he  told  me.  "You  can't  see 
a  thing.  It's  like  diving  into  a  dark  black  nothingness.  You  get  that  sense  of  noth- 
ingness, of  absolutely  nothing  underneath  you." 

I  immediately  called  in  Patrick  Cooke,  our  executive  editor,  and  gave  him 
what-for. 

"See  here,  Cooke,"  I  said,  gesticulating  with  my  letter  opener  (that  usually  puts 
him  on  the  defensive),  "this  is  a  luxury  lifestyle  magazine  we're  running,  not  the 
Navy  SEAL  training  manual.  Are  you  trying  to  frighten  our  readers?  What  were 
you  thinking,  man?" 

Patrick  disarmed  me  of  my  letter  opener  and  calmed  me  down  by  explaining 
that  it  was  another  excellent  article  by  regular  contributor  Todd  Pitock,  about  a 
fellow  named  Lewis  Gordon  Pugh,  the  world's  premier  cold-water  swimmer. 
Last  July,  Mr.  Pugh  rode  an  icebreaker  to  the  Geographic  North  Pole  and,  wear- 
ing nothing  more  than  a  Speedo  swimsuit,  cap  and  goggles,  jumped  into  a 
pool  through  a  crack  in  the  Artie  ice.  The  water  temperature  was  28.7  degrees 
Fahrenheit.  He  swam  one  kilometer  in  18  minutes  50  seconds  setting  the  mark 
for  lowest  temperature  swim  on  record.  You  already  know  what  it  felt  like  from 
having  read  the  above  quotation. 

Todd's  article  about  this  remarkable  Brit  is  illustrated  with  photographs  taken 
by  a  remarkable  Swede,  Hakan  Stenlund.  Hakan  has  shot  a  number  of  stories 
for  us,  including  last  month's  spectacular  piece  on  fishing  in  Mongolia.  He  was 
admirably  suited  to  this  assignment  by  virtue  of  living  80  miles  from  the  Arctic 
Circle,  some  800  miles  north  of  Stockholm.  The  prospect  of  a  dip  in  water  that, 
as  described  in  the  article,  gives  you  "an  ice  cream  headache  all  over  your  body" 
presented  no  terrors  to  Hakan.  He  leapt  right  in  with  Mr.  Pugh. 

As  for  myself,  I'm  now  going  to  take  a  nice  hot  bath.  The  only  cold  liquid  I'm 
going  to  expose  my  body  to  is  a  martini. 

Enjoy  the  issue.  See  you  in  December,  no  doubt  with  another  harrowing  arti- 
cle. God  only  knows  what  Cooke  has  in  store  next  
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United  under  a  "winged  B,"  Breitling  and  Bentley  share  the  same  concern  for  perfection.The  same  exacting  standards  of  reliability,  preci 
and  authenticity. The  same  fusion  of  prestige  and  performance.  In  the  Breitling  workshops,  just  as  in  the  Bentley  factories  in  Crewe,  cut: 
edge  technology  works  hand  in  hand  with  the  noblest  traditions.  For  devotees  of  fine  mechanisms,  Breitling  has  created  a  line  of  except': 
timepieces  named  Breitling  for  Bentley.  While  conveying  the  essence  of  aesthetic  refinement,  these  wrist  instruments  are  all  equip 
with  high-performance  "motors,"  patiently  assembled  by  watchmakers  at  the  peak  of  their  art...  Time  is  the  ultimate  luxury. 

www.breitlingforbentley.com 


BREITLING  for  BENTLEY 

THE  FLYING  B  CHRONOGRAPH 
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INTO  THE  WILD  BLUE 


THE  NEWEST  LIGHT  SPORT  AIRCRAFT  FROM 


Cessna  is  the  Skycatcher — a  graceful  little  flyer  with  a  Garmin  glass  cockpit  and  a  Teledyne  Continental  0-200D  100  hp  engine.! 
Though  the  Skycatcher  won't  roll  off  the  assembly  line  until  2009,  Cessna  has  taken  more  than  800  orders  since  July. 
(Hurry:  The  first  1,000  aircraft  sell  for  the  introductory  price  of  $109,500.)  $111,500.  (800)  4-CESSNA,  www.cessnaskycatcher.ca 
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Steampunk  Generation 


LE  THIS  MAY  APPEAR  TO  BE  A  LOST  COMPONENT  OF  H.G.  WELLS'  TIME 
hine,  it's  actually  a  fully  functioning  PC  keyboard  with  a  striking  new  skin.  The 
who  constructed  it,  Richard  Nagy,  is  part  of  a  mini-movement  of  retro-futurist 
ampunk"  artists  who  transform  modern  technology  into  fantastical  Victorian-era 
;ets.  Nagy's  other  creations  include  a  claw-footed  laptop  computer  with  a 
k-winding  key  for  an  "on"  switch,  and  a  flatbed  scanner  encased  in  an  oversized 
ler-bound  book.  The  Baron  of  Cyprus  Keyboard,  $1,500.  www.datamancer.net. 


The 

Styled 

One 


^  glovelike  fit  and 
B  sporty  details, 
I  such  as  ribbed 
^  cuffs  and  hem, 
e  this  Dolce  & 
bana  motorcycle 
et  a  must-have  for  any 
-savvy  road  warrior 
fall.  $3,235,  at  Dolce 
ibbana  boutiques, 
7)  70-DGUSA, 
i. dolcegabbana.it. 
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Shipping 
Out 

HEAVE  YOUR  BULKY  BAGS  OVERBOARD: 
Valextra,  with  input  from  naval  designers 
German  Frers,  has  simplified  packing 
for  the  sea.  This  new  waterproof 
"soft  trunk"  holds  five  pouches — each  of 
which  can  be  used  individually  and 
stored  virtually  anywhere — allowing  you  to 
separate  your  wardrobe  and  toiletries  in 
an  orderly  fashion.  Once  emptied, 
the  outer  bag  collapses  to  a  single  flat 
piece,  which  can  be  stowed  out  of 
sight.  German  Frers  boat  bag  by 
Valextra,  $4, 790,  at  Valextra  boutiques, 
www.valextra.it;  Saks  Fifth  Avenue,  New 
York,  (212)  940-2047;  and  select  Barneys 
New  York  stores,  (212)  833-2583. 


[HOT  SEAT 


I  n  2001,  McGuire  Furniture  commissioned  Robert  Kuo,  a  Chinese-born 

American  artist  and  designer  steeped  in  the  imperial  traditions 
1  of  his  homeland,  to  design  a  signature  line  of  furniture  and  lighting. 
Years  later,  the  collaboration  is  still  going  strong,  as  evidenced 
by  this  Cloisonne  Hua  Drum  Stool,  part  of  Kuo's  latest  collection. 
I  The  17-inch-high  drum  stool  works  as  a  delicate  room  accent 
or  as  functional  seating.  In  red  or  cream  enamel  (shown).  Signed  by  the 
artist.  $6,200.  www.mcguirefurniture.com. 
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ROMANCING  THE  STONE 


EARLY  IN  THE  20TI 
century,  Louis  Cartier 
became  enamored  of 
India's  special  way  w 
jewels  and  adapted  many  "orient 
techniques  to  Cartier's  Western 
designs.  Pierre  Rainero,  current 
Director  of  Heritage  for  the  hous< 
(and  overseer  of  the  company's 
archives),  knows  how  to  trace 
such  influences  to  their  source, 
understands  that  Cartier's 
latest  jewelry  collection,  Inde 
Mysterieuse,  though  brand-new, 
has  been  a  hundred  years  in  the 
making — after  all,  few  jewelers 
possess  the  strong  stylistic  lineal 
(not  to  mention  the  talented 
craftspeople  and  sheer  nerve) 
that  produced  this  cobra  bracele 
Like  Cartier's  famous  panthers, 
the  snake  is  both  realistic  and 
distinctly  stylized.  Its  platinum 
body  (shown  here  in  two  pieces 
before  final  assembly)  contains 
steel  springs;  its  scales  are  brow 
and  white  diamonds;  and  its 
eyes  are  yellow  diamonds.  By  thi 
time  it  leaves  the  worktable  and 
begins  a  "life  outside  the  house, 
as  Rainero  puts  it,  more  than 
2,400  hours  (from  sculpting  the 
wax  original  to  polishing  the 
finished  piece)  will  have  gone 
into  its  creation.  Too  bold?  Then 
choose  something  simpler,  like 
chandelier-style  paisley  earrings 
made  of  yellow  gold  and 
multicolored  diamonds.  Either  1 
act  fast:  Most  pieces  are  one-of- 
kind.  At  select  Cartier  boutiqueil 
(800)  CARTIER,  www.cartier.coil 
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[Ready  in 
Just  Minutes 


CONSIDER  THE  TAKEOUT  TIN:  LIGHT, 
pliable,  a  tactile  delight,  with  a  design 
almost  infinite  in  its  variety — the 
multi-compartrnented  dinner  tray,  the 
chicken  potpie  circular,  the  rectangular 
sushi  plate.  Brooklyn-based  designer 
Lorena  Barrezueta's  Gourmet  Collection 
is  a  playful  reinterpretation  of  the 
disposable  container — she  uses  the  same 
molds,  but  instead  of  tin,  she  crafts  containers  of  fine  porce- 
lain. The  "Fresh"  color  line  uses  pigments  associated  with  Depression-era  deco" 
dining  stalwarts  like  Fiestaware;  the  "Lush"  collection  offers  deeper,  more  contemporary  tones.  Both 
are  hand-glazed  inside  and  out,  and  are  oven-  and  dishwasher-safe.  Clockwise  from  top:  Carry-Out 
6.5-inch  dish,  $80;  Treat  4.5-inch  dish,  $45;  Yakitori  tray,  $70.  Available  at  ReForm  School,  Los  Angeles; 
Rose  and  Radish,  San  Francisco;  Willow,  Chicago;  Clio,  New  York;  and  at  www.lorenabarrezueta.com. 


AFGHAN 
CARPETS 

a glance  at  the  dazzling  array  of 
hand-loomed,  naturally  dyed  rugs 
on  Arzu's  website  is  enough  to 
make  your  living  room  floor  feel  £ 
bit,  shall  we  say,  underdressed. 
Reading  about  Chicago-based  Arzu's 
goals  takes  you  somewhere  else:  to 
impoverished  rural  Afghanistan,  where 
the  not-for-profit  organization  provides  its 
women  weavers  with  a  sustainable 
income  as  well  as  access  to  education 
and  health  care.  Every  rug  could  tell  a 
story.... From  $500  for  a  2'  x  3'  rug  in  th 
"Tribal  Collection."  www.arzurugs.org. 
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AUDEMARS  PlGUET 

Le  maitre  de  I'horlogerie  depuis  1875 


MILLENARY 
COLLECTION 


INITIATION  INTO  THE  ART  OF  TIME 

PINK  GOLD  WATCH  WITH  CENTER  SECONDS  AND  DATE  DISPLAY,  EXCLUSIVE  SELF-WINDING  AUDEMARS  PlGUET 
MOVEMENT.  WATER-RESISTANT  TO  20  METERS,  also  available  in  white  gold 


AUDEMARS  PlGUET  BOUTIQUES 
40  EAST  57™  STREET,  NEW  YORK,  NY  888.  214.  6858  •  BAL  HARBOUR  SHOPS,  BAL  HARBOUR,  FL  866.  595.  9700 

www.audemarspiguet.com 
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Fully 
Loaded 


BERETTA  HAS  BEEN  CRAFTING 
its  S-series  shotguns  since  the  1930s.  This  year's  update  is 
the         ,  a  beautifully  engraved  over-under  suitable  for  both 
hunting  and  competition.  $115,000.  www.berettasolO.com. 


[GLOBAL  NOSE 

RALPH  LAUREN'S  NEWEST  MEN'S  FRAGRANCE,  POLO  EXPLORE] 
takes  you  on  a  round-the-world  tour  with  ingredients  such  as 
South  African  mandarin,  Sicilian  bergamot,  Cuban  mahogany 
and  Australian  sandalwood  stoppered  in  a  canteen-shaped 
bottle.  The  intention  being,  of  course,  that  a  little  dab  of  this 
may  lead  to  big  adventure.  $68/4.2  oz.  www.poloexplorer.com 


36  ;  ForbesLife 


TheEYE 


OCTOBER  I  20 


Ticket  toTelluride 

a hard-to-beat  address  is  coming  to  Mountain  Village,  the  upscale,  gondola- 
connected  neighbor  to  the  mining  town  of  Telluride,  Colorado.  Six  duplex 
penthouses  at  Silverline,  a  new  six-story  condominium  complex  with 
a  plum  slope-side  location  and  a  handsome  contemporary  design,  offer  ample,  open- 
plan  indoor  space — but  the  setback  terraces,  ranging 
from  3,800  to  6,100  square  feet  depending  on 
the  unit,  are,  shall  we  say,  pretty  sick,  dude.  Studio 
residences  start  at  $515,000.  The  penthouses 
will  sell  in  the  $10  million  range;  occupancy  2009. 
(970)  369-4800,  www.silverlinetelluride.com. 


[Small 
I  Cheese 


HOW  MANY  SHY  BROTHERS 
does  it  take  to  make  a  bold 
cheese?  In  the  case  of  Shy 
Brothers  Farm  of  Westport  Poir 
Massachusetts,  the  answer  is 
four  dairy-farming  Santos  frerei 
plus  their  soft-spoken  Southern 
born  partner,  Barbara  Hanley. 
You  won't  mistake  Shy  Brother; 
French-style  farmstead  cheese! 
for  anything  else  on  a  salad  or 
hors  d'oeuvre  plate — they  are 
tiny,  thimble-shaped  morsels 
(dubbed  "Hannahbells"  after  th 
Santos'  mother)  that  pack  a 
dramatic  throw-weight  of 
pungency  and  lingering  flavor. 
They  come  scented  with  natura 
herbs  and  seasonings  such  as 
lavender,  rosemary  and — not  ta 
be  missed — chipotle.  $6.95  pe 
4-oz.  package.  (508)  333-262 
www.  shybrothersfarm.  com. 
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Hooked  on 
Symphonies 

MINIMALIST,  BOXY  DOCKING 
stations  aren't  the  only  way  to 
enjoy  your  iPod.  The  limited- 
edition  Phonofone  II  from  the 
Toronto-based  company  Science 
and  Sons  adds  a  little  nostalgia 
to  any  room.  Cord-free,  the 
Phonofone  works  through 
"passive  amplification."  Simply 
place  your  headphones  into  its 
receptacles  and  turn  up  the 
volume.  The  heavy  bass  of  rock 
and  techno  isn't  compatible 
with  the  Phonofone's  acoustics. 
But  this  iconic  beauty  was  made 
for  the  likes  of  Bach,  Guthrie  or 
early  Dylan.  Handmade  from 
white  ceramic.  $840. 
www.  scienceandsons.  com. 


odak  Moment 


g   f  it's  a  snapshot  camera  you're  after,  stick  with  the  Canon  Elph.  But  if  you  want 
a  high-quality,  on-the-go  video  shooter  that's  just  as  portable,  the  Kodak 
Easyshare  V1253  is  it.  Equipped  with  a  12-megapixel  sensor,  the  camera  captures 
HD-quality  video  on  par  with  larger,  pricier  models.  And  no  computer  is 

required  to  watch  it.  A  docking  station  enables  playback  on  any  high-definition  TV. 

$300.  www.kodak.com. 


I  THE  AUTO  PANIC  ROOM 


AMERICAN  CUSTOM  LIFTS  HAS  COME  UP  WITH 
a  solution  to  the  urban  parking  crisis.  PhantomParkl 
allows  you  to  park  two  cars  on  a  single  footprint. 
At  the  push  of  a  button,  an  elevator  rises  from  your 
garage  floor.  Drive  onto  the  platform,  step  out 
and  then  watch  as  your  prized  antique  or  expensive 
automobile  disappears  below  ground.  You  can 
now  park  another  car  on  top.  PhantomPark  holds  twi 
10,000-pound  vehicles.  The  company  will  install 
the  $50,000  unit  in  virtually  any  town  in  America  an 
in  some  overseas  locations,  www.aclifts.com. 
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People  will  stare. 

Try  not  to  get  paranoid. 

The  Sony  VAIO*  TZ  with  Intel"  Centrino"  Duo  processor  technology  is  designed  to 
be  anything  but  covert.  Despite  its  remarkably  slim  profile,  people  are  going  to 
notice  its  beautiful,  yet  supremely  capable  form.  So  whether  you're  in  the  office 
or  on  the  move,  you  will  inevitably  find  yourself  the  subject  of  more  attention  than 
you  bargained  for.  Learn  more  at  sony.com/vaio. 


C  2007  Sony  Eleofron'os  tnc  All  right*  reserved  Peproduction  rn  whole  or  in  part  without  written  permissv^n  is  prohibited  Sony,  the  Son-/  logo.  VAip  and 
.  like  rkO  other  are  trademarks  ot  Sony  //indowt  Vista  is  a  trademark  of  Mir.rosoft  Corporation  Intel,  the  Intel  logo.  Irrtet  Inside  Intel  Inside  logo.  Centrlno, 
the  Centrino  logo  Intel  tore  ana  Core  Inside  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  Its  subsidiaries  in  thd  United  States 
and  other  countries  VAIQ  tZ  uses  Mobile  inlet*  V45GMS  tirpross  Chipsets 


Iike.no. other 


The  EYE 


Sharp  Focus 

THE  IDEA  BEHIND  ELEMENTAL  PHOTOART  IS  SIMPLE— A  SMALL  COLLECTION  OF 
limited-edition  prints  by  photographers  who've  captured  the  natural  world  in  a  unique 
way.  Its  founder,  artists'  rep  Patti  Silverstein,  seeks  out  works  that  suggest  an  air 
of  tranquility  in  their  environments.  The  five  photographers  featured  are  stylistically 
diverse,  but  each  image  has  a  serene  sophistication  that  transcends  straightforward 
nature  photography.  Prices  start  at  $500  and  vary  according  to  size  and  type  of 
print.  Shown:  "Eastern  Monocot  #147, "  by  Todd  France,  www.elementalphotoart.com. 
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Hoop 
Dreams 


LEAVE  THE  SPACE-AGE, 
tricked-out  basketball  sneakers 
to  the  NBA,  and  lace  up  a 
pair  of  Nike's  limited-release 
'70s-inspired  All  Court  Highs  fol 
pickup  play  this  fall.  $60 
in  classic  white  or  navy, 
ClassicKicks,  (212)979-9514, 
www.  classickicks.  com. 
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OF  THE  WORLD'S  TEN  MOST 

(CITING  DEVELOPMENTS"  Travel  +  Leisure 

art  of  Europe's  most  exclusive  Private  Residence  Club  and  discover  the  colors,  culture  and 
ty  of  Florentine  living.  Palazzo  Tornabuoni  is  a  15th  century  palace  in  the  heart  of  Florence 
red  to  all  of  its  original  grandeur  and  charm  and  fitted  for  the  modern  needs  of  today. 
,  grace  and  comfort  then  and  now. 

;  of  the  renovated  Palazzo  Tornabuoni  residences.  Palazzo  Tornabuoni  is  an  RDM/Kitebrook  Partners  Joint  Venture. 


f 


PALAZZO  TORNABUON 

FIRENZE 

1  866  753  6667 

www.  palazzotornabuoni .  com 
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Double-Barrel 
Scotch 


HAVE  EVERYTHING?  NOT  YET?  ARDBEG  SINGLE-MALT 
scotch  teamed  up  with  gunsmiths  James  Purdey  &  Sons  to 
produce  this  lavish  case  for  high-caliber  shots,  not  shotguns 
It  handsomely  cradles  two  bottles  of  rare  1974  Ardbeg 
whisky  and  eight  sterling-silver  cups,  plus 
a  hand-bound  leather  notebook  and  an 
Omas  fountain  pen  so  you  can  total  it  all 
up  yourself — it's  $20,000.  Released  in 
October,  there  are  50  available  for  the 
United  States,  www.ardbeg.com  for  details; 
davinia.small@mhusa.com  to  purchase. 


JUST  ADD  SNEAKERS 

TRAVELING  SHOULDN'T  MEAN  ABANDONING  YOUR  FITNESS  ROUTINE. 
ZegnaSport's  gym  kit  makes  on-the-road  workouts  easy — it's  a  four-piece 
exercise  outfit  that  folds  into  a  tidy,  30-ounce  satchel.  Toss  it  in  your  suitcase 
add  a  pair  of  sneakers  and  stop  making  excuses.  $445.  www.zegna.com. 
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RE  THAN  250  YEARS  OF  UNINTERRUPTED  HISTORY. 


jrs  (-100  feet). 

20/000R-9239  ...DEDICATED  TO  PERFECTION 

VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755. 


For  information  call  877-862-7555  -  www.vacheron-constantin.com 


rave  I 


OCTOBER  2007 


dives  haven  I  mustique  heaven  I  parisian  hideaway 
janta  ynez  I  dog  power  in  jackson  hole  I  desert  tre 


fALDIVES 


Swim,  snooze, 
repeat:  Naladhu 


ighandu  Huraa  ■  Looking  to  perfect  Indian  Ocean  posh — even  with  such  discerning  rivals 
^h-style  Como  in  the  vicinity — Bill  Heinecke,  who  owns  the  Four  Seasons  properties  in  Thailand 
jnveiled  the  chic  Anantara  addresses  beginning  in  2001,  has  debuted  his  most  elegant  hideaway 
IALADHU.  The  only  trouble  is  that  you  may  never  leave  your  luxe  villa,  one  of  just  19  on  the  Maldivian 
3ar  of  Velighandu  Huraa,  to  explore  the  list  of  wonderful  diversions  on  the  private  island.  •  Imagine 
:h  Polynesia,  but  with  even  more  over-the-rainbow  diving  and  snorkling,  endless  reefs  and  powdery, 
i  sand  beaches  that  are  never  too  hot  to  stroll  barefoot  since  their  coral  sand  doesn't  retain  heat  as  well 
)ical  sand.  Then  add  spiced  South  Asian  cuisine  and  an  army  of  merciless  Thai  masseuses  who  pack 
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FRANCE 


Pa      You've  been  to  Paris 
many  times,  staying  in  large, 
fancy  hotels  on  the  noisy 
boulevards  or  in  quaint  but 
cramped  quarters  where  your 
suitcase  won't  fit  into  the 
medieval  closet.  Now  you  just 
want  to  be  comfortable. 
That's  when  you  check  into  the 
VICTORIA  PALACE  HOTEL, 
which  boasts  the  largest  hotel 
rooms  on  the  Left  Bank. 

Located  deep  in  the  Sixth 
Arrondissement,  the  Victoria 
Palace  is  tucked  into  the 
Rue  Blaise  Desgoffe,  a  quiet 
alley  off  the  Rue  de  Rennes. 
Its  30  deluxe  rooms  and 
32  junior  suites  are  decorated 
in  the  manner  of  Louis  XVI. 
The  walls  are  covered  in 
elegant  floral  patterns  of  the 
18th  century,  with  original 
drawings  after  Watteau  and 
Fragonard  done  by  living 
artists.  The  large  marble 
bathrooms  encourage  lounging 
in  a  bubble  bath  while 
reading  Balzac.  With  double 
doors  and  soundproofed  walls, 
these  are  also  among  the 
quietest  rooms  in  Paris. 

On  a  chilly  evening  during 
my  latest  visit  I  settled  into 
an  armchair  in  the  cozy  bar 
and  ordered  Irish  whiskey  in 
honor  of  James  Joyce,  who 
lived  at  the  hotel  from  August 
1923  until  July  the  following 
year  while  starting  work 
on  Finnegan's  Wake.  Built  in 
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massive  pressure  into  4'9"  frames  while  traipsing  all 
your  back.  All  of  this  delivered  to  your  3,000-squs 
foot  villa  overhanging  a  roaring  four-break  sea. 

Outfitted  with  blow-in-the-breeze  sheers,  Ind 
swing  beds,  chinoiserie  lamps,  colorful  throw  rugs  i 
carved  screens,  your  island  casa  is  perfectly  appoinl 
with  indoor/outdoor  chic-tropical  furnishings,  its 
fresco  travertine  bathroom  set  with  an  enorm 
sunken  tub  separated  from  a  private,  mosaic-tiled] 
x  40-foot  pool  by  a  wall  of  glass.  The  place  is  equip] 
with  everything  from  a  wine  fridge  to  Wi-Fi,  and  w 
private  butler  is  on  hand  to  activate  vour  private  sta 
room  following  vour  private  yoga  class. 

Then,  if  you  like,  he'll  book  you  a  traditional  d\ 
boat,  decked  out  in  loungey  pillow-strewn  Marrak) 
style,  on  which  to  chase  gamboling  dolphins  arou 
the  cerulean  ocean  as  you  sip  Champagne.  Then  stj 
to  your  table  at  Naladhu's  pa/apa-topped  restaur^ 
the  Living  Room,  where  the  low-lying,  candlelit  terrace  is  illuminated  by  the  glow  <j 
glassed-in,  floor-to-ceiling  wine  cellar. 

Check  in  with  the  clothes  on  your  back  (oh,  and  your  wal- 
let— villas  start  at  $2,000  a  night),  and  you'll  want  for  noth-  THE  SETUP 
ing.  Little  details  include  Overnight  Kits — drawstring  linen 
bags  crammed  with  everything  from  lemongrass-scented  can- 
dles to  the  cashmere-iest  robes  you'll  ever  come  across — to 
iPods  stocked  not  just  with  music  but  with  wonderful  music: 
Maria  Callas  to  indie  remix  stars  Kruder  8c  Dorfmeister.  It 
is  just  such  grace  notes  of  breezy  luxe  that  define  the  coollv 
stylish  ethos  of  Naladhu.—  VIIA  BEAUMANIS 


1913,  the  hotel  is  believed 
to  be  named  in  honor  of  Queen 
Victoria  Eugenia  of  Spain, 
who  was  very  much  in  the  news 
that  year  after  she  gave  birth 
to  a  son,  Don  Juan  (father  of 


the  current  king,  Juan  Carlos). 
The  sitting  room  and  bar, 
covered  in  red  velvet,  looked 
happily  trapped  in  their 
original  era.  There  is  a  glowing 
fireplace  and  paintings 


suggesting  the  period:  rosy- 
cheeked  French  ladies  and 
crimson-jacketed  English 
officers.  The  service  staff  is 
young  and  friendly,  yet 
refreshingly  unobtrusive  am 
old-fashioned  in  manner. 

"We  just  do  things  a  littl 
differently  here,"  said  the 
50-ish  owner,  Philippe  Schn 
whose  parents  bought  the 
hotel  in  1936.  "We're  not  p 
of  a  chain  and  we  don't  cop 
other  hotels.  We  are  a  hotel 
people  who  want  to  live  in 
a  real  Parisian  neighborhoo 
and  we  send  our  guests  out 
to  enjoy  the  best  nontourist 
places  in  the  quartier, 
whether  it's  for  cheese, 
dressmakers  or  restaurants. 

That  evening  I  followed 
hotel's  advice  and  dined  y 
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UNPARALLELED 
EXPERIENCES  ARE 
OUR  TRADEMARK. 

A  LIFE  WELL  LIVED 
IS  ONE  FILLED  WITH 
MOMENTS  THAT 
TRANSCEND  THE 
ORDINARY.  WHETHER 
IT'S  RELAXING  ON 
BOARD,  WATCHING  THE 
SUN  DANCE  ON  THE 
MEDITERRANEAN  SEA  OR 
DISCOVERING  A  LOCAL 
GEM  FOOTSTEPS  FROM 
THE  HOTEL,  THE  MOST 
INDELIBLE  EXPERIENCES 
ARE  THOSE  THAT 
ARE  UNIQUE  AND 
ENRICHING.  THIS  IS  THE 
REGENT  EXPERIENCE. 


y 


JBBL 


c 


Cogent 


HOTELS     &  RESORTS 


www.TheRegentExperience.com/ForbesLife 
RVATIONS  AND  INFORMATION  866-305-7128  OR  SEE  YOUR  TRAVEL  PROFESSIONAL 


LIVE    THE  LUXURY 


THE  REGENT  SHANGHAI  REGENT'S  SEVEN  SEAS  VOYAGER 


The  Regent  Experience 


BE  INSPIRED.  BE  ADVENTUROUS.  BE  REVITALIZED. 
THE  REGENT  EXPERIENCE  REPRESENTS  THE  ESSENCE  OF  HOSPITALITY  AND  LUXURY. 
A  PERSONALIZED  JOURNEY  TO  BE  SAVORED  AND  REMEMBERED,  LONG  AFTER 
YOU  RETURN  HOME.  EXPERIENCE  ALL  THAT  REGENT  HAS  TO  OFFER  FROM  ITS 
HOTELS  &  RESORTS,  TO  RESIDENCES,  TO  LUXURIOUS  CRUISES. 


ASIA 


REGENT  HOTELS  &  RESORTS 
EUROPE  &  MIDDLE  EAST 


THE  AMERICAS 


THE  REGENT  BEIJING 
THE  REGENT  SHANGHAI 
THE  REGENT  SINGAPORE 
THE  REGENT  TAIPEI  GRAND  FORMOSA 
THE  REGENT  BANGKOK 

(OPENING  2008) 
THE  REGENT  MALDIVES 
(OPENING  2008) 


THE  REGENT  BERLIN 
THE  REGENT  ESPLANADE  ZAGREB 
THE  REGENT  DUBROVNIK 

(OPENING  2009) 
THE  REGENT  ABU  DHABI 
(OPENING  2010) 


THE  REGENT  PALMS  TURKS  &  CAICOS 
THE  REGENT  BAL  HARBOUR 
(OPENING  2007) 
THE  REGENT  BOSTON  AT  BATTERY  WHAR 
(OPENING  2008) 
THE  REGENT  PAPAGAYO  COSTA  RICA 
(OPENING  2010) 


REGENT  SEVEN  SEAS  CRUISES 

TAHITI  &  SOUTH  PACIFIC     ALASKA     EUROPE  &  MEDITERRANEAN     SOUTH  AMERICA     AFRICA     CARIBBEAN  ASIA 


SEVEN  SEAS  VOYAGER 

700  GUESTS:  ALL  SUITES,  ALL  BALCONIES 

SEVEN  SEAS  MARINER 

700  GUESTS:  ALL  SUITES,  ALL  BALCONIES 


SEVEN  SEAS  NAVIGATOR 

490  GUESTS:  ALL  SUITES,  90%  WITH  BALCONIES 

PAUL  GAUGUIN 

330  GUESTS:  OVER  50%  WITH  BALCONIES 


www.TheRegentExperience.com/ForbesLife 
RESERVATIONS  AND  INFORMATION  866-305-7128  OR  SEE  YOUR  TRAVEL  PROFESSIONAL 


(Regent 

HOTELS     &  RESORTS 

CRUISES 


RESIDENCES 


Ships'  Registry:  Bahamas  and  Bermuda 


LIVE    THE  LUXURY5" 
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;  Petit  Lutetia  around  the 
er  and  heard  nothing  but 
ch.  J'ai  bien  mange,  merci. 
/hile  guests  over  the  years 
included  writer  Katherine 
sfield,  painter  Giorgio 
hirico  and  astronaut  Neii 
strong,  the  hotel  won't 
al  which  movie  stars  have 
tly  holed  up  here  in  recent 
s.  "They  stay  here  because 
a  place  where  movie  stars 
t  usually  stay,"  says 
lael  Erwin,  an  American 
t  who  serves  as  director  of 
>.  "This  is  a  low-key  place 
ieople  with  black  credit 
s  who  don't  show  off.  We 
re  to  comfort,  not  glitz." 
>bout  40  percent  of  the 
itele  is  American.  Pets  are 
ome  and  children  are 
ed  wonderful  illustrated 
;s  to  teach  them  French, 
i  room  has  a  flat-screen  TV 
Wi-Fi  access  as  well  as  a 
:  desk.  The  breakfast 
et  is  delicious  but  the 
I  has  no  formal  restaurant, 
to  worry:  This 
hborhood  is  packed  full  of 
t  bistros.  The  Victoria 
ce  also  has  a  garage — a 
/  in  Paris — which  makes  it 
sat  jumping-off  point  for  a 
to  other  regions  of  France. 
— BARNABY  CONRAD  III 


HE  SETUP 


Never,  ever  let  go: 
dogsiedding  in 
Jackson  Hole 


WYOMING 

Jackson  Hole:  "As  soon  as  I  release  this  knot,  they're  going  to  be 

gone,"  my  guide  Matt  warns  me.  Ahead  of  me,  12  enthusiastic  Alaskan  huskies 
are  already  yelping  and  lunging  at  their  harnesses.  I  nod  and  get  a  good  grip  on 
the  sled's  back  handle  with  both  gloved  hands,  remembering  Matt's  three  rules 
of  dogsled  driving:  "Never  let  go,  never  let  go,  and  never  EVER  let  go."  I  plant 
my  right  foot  firmly  on  the  right  skid  and  push  the  sled's  step-bar  brake  deep 
into  the  snow  with  my  left.  •  As  Matt  releases  the  snow  hook  anchor  line,  I 
yell  "Mush!"  and  release  the  brake,  and  600  pounds  of  muscular,  athletic  canine 
power  jolts  us  into  motion.  We  careen  around  the  first  corner  in  the  trail,  Matt 
calling  out  instructions  to  me  from  his  snug  seat  among  heaps  of  blankets  and 
cushions  ahead  of  me.  "Lean  into  the  corner,  keep  the  sled  off  that  snow  bank." 
"Use  the  brake  on  this  downhill!"  "Lean  left!  More  left!  MORE  LEFT!"  • 
Most  visitors  plan  their  winter  vacations  in  Jackson  Hole,  Wyoming,  to 
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intimate  quality: 
The  Rusty  Parrot 
and 


The  Brooks  Lake 
Lodge  &  Spa, 
inside  and  outside 


tackle  its  legendarily  challenging  ski  slopes.  But  I've  skied  in  a  lot 
places.  Driving  a  dogsled  full-tilt  along  Le  Mans-like  forest  trails, 
the  other  hand. .  .that's  an  adventure  that  doesn't  present  itself  every  a 
CONTINENTAL  DIVIDE  DOG  SLED  ADVENTURES  operates  on  400  miles 
backcountry  trails  high  up  in  the  Bridger-Teton  and  Shoshone  Natioi 
Forests.  Owner  Billy  Snodgrass  has  been  raising  and  racing  dogsled  teal 
for  almost  20  years,  including  several  stints  in  Alaska's  famed  Iditarod  ra| 
But  in  Jackson,  his  goal  is  to  let  visitors  experience  riding  in  and/or  dn 
ing  dogsleds  with  an  emphasis  on  comfort  and  fun. 

"Most  of  my  customers  have  never  done  this  before,"  Snodgrass  sa| 
Like  me.  But  I  actually  master  the  basics  pretty  quickly — effective  u 
of  weight  shifting  for  balance  and  steering,  not  letting  go  no  matter  wl 
and  learning  to  command — or  rather,  negotiate  with — the  dogs. 
"Dogsled  driving's  not  like  being  on  a  horse,"  Snodgrass  cautions  me,  "where  you're  on  thl 
back  with  a  bit  in  their  mouth  and  a  pair  of  spurs.  You  can't  make  'em  do  something.  You  a 
em.  So  a  lot  of  it  comes  down  to  your  connection  with  your  dogs." 

But  that's  also  part  of  the  reward.  I  could  traverse  many  of  these  same  trails  on  a  snowm 
bile.  But  exploring  the  backcountry  with  a  team  of  dogs  offers  a  more  natural  and  peaceful  v) 
to  experience  a  mountain  wilderness  rich  with  moose,  elk  and  coyote  sightings  while  still  ( 
fering  enough  speed,  thrills  and  occasional  spills  to  make  the  ride  exciting.  And  by  the  timi 
left,  even  the  more  reticent  of  my  dogs  were  clamoring  for  my  love  and  attention.  A  snowm 
bile  won't  buy  you  that. 

Continental  Divide  caters  to  all  comfort  levels,  from  calm,  three-hour  groomed-road  toi 
to  more  athletic  trail  rides  and  overnight  or  multiday  adventures. The  hot- ticket  item,  as  fail 
I'm  concerned,  is  a  full-day  or  overnight  trip  to  the  BROOKS  LAKE  LODGE  &  SPA,  a  luxury  lcj 
structure  lodge  and  spa  tucked  far  back  in  the  Shoshone  National  Forest.  Nothing  like  balar 
ing  the  bracing,  outdoor  fun  and  adventure  of  dogsled  travel  with  a  cozy  hot  tub,  gourmet  me 
and  a  full-service  spa — either  for  lunch  or  the  night. 

Of  course,  it's  also  possible  to  balance  those  rigors  a  little  closer  to  civilization.  The  RUS 
PARROT  LODGE  AND  SPA  is  an  intimate,  luxury,  concierge-oriented  lodge  three  blocks  fro 
Jackson's  main  town  square — separating  it  from  the  area's  other  top  resort  hotels,  which 
clustered  around  the  Jackson  Hole  Ski  Resort,  20  minutes  away. 

The  Rusty  Parrot  has  only  31  rooms,  but  with  that  modest  size  comes  a  focus  on  qual 
and  customized,  personal  service.  I  woke  each  morning  to  a  substantial  breakfast — includ 
in  the  price  of  the  room — that  was  made  to  order  after  talking  to  chef  Jeff  Blackwell.T 
lodge's  Wild  Sage  restaurant  seats  only  26  people,  nestled  cozily  around  a  grand  fireplace  & 
couch,  and  Blackwell's  tender  Elk  Loin  "Au  Poivre"with  baby  bok  choy  and  a  lingonbei 
reduction  carries  his  trademark  subtle  combination  of  tastes.  The  same  small-is-beautii 
philosophy  governs  the  lodge's  Body  Sage  Spa.  Founder  Heidi  Harrison  is  demand! 
of  her  therapists  and  inventive  in  her  treatments,  many  of 
which  incorporate  local  mountain  herbs  and  ingredients  that 
she  collects  and  grows  herself.  The  resulting  menu  includes 
a  "sports  recovery"  arnica  and  mountain-herbal-wrap  treat- 
ment designed  to  hasten  the  recovery  of  overworked  ski  or 
dog-mushing  muscles,  and  a  "high-altitude"  facial  that  pro- 
vides heavenlv  relief  to  dry  winter  skin. 

It  was,  in  the  end,  a  perfect  complement  to  my  dogsled- 
ding  adventure.  There's  an  irreplaceable  richness  that  comes 
from  personal  connections,  both  in  nature  and  in  the  more 
civilized  places  where  we  seek  comfort  for  the  night. 

—LANE  WALLACE 


THE  SETUP 


to  $1,450  for  a  three-day 
(307)455-3 
adventures. 


Brooks  Lake  Lodge 


&Spa 


Parrot  Lodge 
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Taking  Fractional  Ownership 


To  New  Heights 


By  Mark  Patiky 


"A  lot  of  our  competitors  are  larger  and  have  more  resources,"  comments  a  Philadelphl 
area  management  consultant.  "To  compete  effectively  we  need  to  outwork,  outthi 
and  outprice  them.  Fractional  ownership  with  Flight  Options  allows  us  to  do  that." 


Combining  the  time-critical  power  of  a  frac- 
tional share  with  the  financial  advantage  of  a 
JetPASS  Ultimate  Travel  Card,  this  entrepre- 
neur can  act  like  a  big  firm  and  budget  like  a 
small  one.  "It's  a  much  more  efficient  way  to 
do  business,"  he  says.  And  it's  that  kind  of  value  and  flex- 
ibility that  wins  Flight  Options  unprecedented  levels  of 
owner  satisfaction. 

By  streamlining  its  fleet  to  include  the  popular  small-cabin 
Hawker  400XP,  the  midsize  Hawker  800XP,  the  ultra-fast 
Cessna  Citation  X  and  the  large-cabin  Embraer  Legacy  600, 
and  incorporating  new  options  for  enhanced  economy,  Flight 
Options  has  reinvented  fractional  ownership.  With  all-new 
Fractional  First™,  owners  can  fly  from  80%  to  120%  of  their 
contract  hours  annually  for  the  life  of  the  contract  and 
pay  management  fees  only  on  hours  flown.  For  even  greater 
savings,  the  Departure  Options  program  offers  discounts  to 
travelers  who  can  be  reasonably  flexible  with  schedules  and 
aircraft  type.  "That's  a  brilliant  thing,"  exclaims  a  former  real 
estate  executive.  "Especially  if  you're  like  me,  retired,  and 
you  don't  necessarily  have  to  be  any  place  at  a  specific  time." 
In  addition,  longer  flights  qualify  for  extra  pricing  discounts, 
fuel  charges  are  at-cost  and  owners  pay  only  for  fuel  on 
repositioning  legs  outside  the  service  area. 

For  increased  financial  leverage,  Flight  Options  offers 
some  innovative  leasing  alternatives.  The  "Buy  25,  Lease  25" 


program  can  cut  the  initial  capital  investment  in  half,  a 
owners  can  choose  shares  in  either  the  same  or  different : 
craft.  Leasing  periods  are  as  short  as  12  months. 

First  presented  as  the  perfect  try-it-before-you-buj 
introduction  to  Flight  Options  fractional  ownership, 
JetPASS  Ultimate  Travel  Card  has  also  proved  an  inva| 
able  accessory  for  seasoned  owners,  ingeniously  offer 
considerable  discounts  for  non-peak  travel.  Cards  are  s< 
in  fixed-dollar  amounts  so  travelers  can  select  any  fleet « 
craft  at  predetermined  flight-hour  pricing  and  gain  all 
privileges  of  ownership  without  any  of  the  commitmet 

But  it  doesn't  stop  there.  Recently  the  compa 
announced  new  aircraft  management  programs  that  v 
provide  the  whole  aircraft  owner  with  the  same  hi 
service  and  safety  standards  that  Flight  Options'  fractid 
owners  enjoy,  plus  many  benefits  never  before  availa 
to  whole  aircraft  owners. 

True  to  its  company-wide  commitment,  Flight  Optic 
is  also  taking  a  leading  role  with  the  FAA  in  developin 
broad  range  of  new  industry  safety 
and  service  standards.  "Safety  is 
always  Flight  Options'  primary 
concern,"  confirms  renowned 
cardiologist  and  satisfied  owner 
Dr.  Gerald  Dorros,  "and  it's  my 
only  concern."  >-y 


f  I  ightOptioi) 

We  give  you  more: 
www.flightoptions.ee 


E  BELIEVE  EVERYTHING 
lOULD  BE  WELL  DONE. 


options  goes  the  extra  mile  to  ensure  everything  we  do  sets  new  standards  of  excelience.  We  truly 
out  your  peace  of  mind,  and  offer  programs  that  easily  adapt  to  your  needs  and  schedule.  For  example, 
nal  First™  gives  owners  more  flight  hours  from  their  share  than  any  other  competitor.  And  JetPASS 
e  Travel  membership  offers  the  greatest  flexibility  and  value  in  the  industry.  To  learn  more,  call 
3.2348  or  visit  flightoptions.com. 


flightOptions 

We  give  you  more: 


>,  LLC  is  a  Raytheon  company. 
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Santa  Ynez  Valley: 

There  are  few  things  more 
worth  getting  out  of  bed  for 
than  a  horse  waiting  to  carry 
you  over  the  oak-etched 
Santa  Ynez  mountains  before 
the  morning  sun  has  yanked 
the  ALISAL  GUEST  RANCH 
out  of  the  shadows. 

All  right,  there  area  few 
other  things,  like  the  stroll 
across  the  Alisal's  broad  lawn 
for  huevos  rancheros  before  a 
few  rounds  on  one  of  the  two 
golf  courses,  the  shooting  and 
archery  ranges,  the  horseshoe 
court  and  all  the  other 
opportunities  to  channel  your 
inner  John  Wayne. 


Nestled  in  the  coastal 
highlands  38  miles  north  of 
Santa  Barbara,  the  Alisal  is  a 
retreat  more  akin  to  a  club 
than  a  hotel.  At  least  a  third  of 
the  staff  have  been  here  for 
over  a  decade  and  know  the 
repeat  guests  by  name. 

"These  guys  raised  me 
during  the  summers,"  one 
annual  guest  told  me  as  her 
own  kids  were  being  led 
around  the  paddock  by  one  of 
the  Alisal's  affable  old-timers. 
It's  easy  to  tune  into  the 
anachronistic  charm  of 
the  place,  where  there  are 
no  phones  or  TVs  in  the  rooms 
and  a  bundle  of  red  oak  is 


54  I  FbrbesLife 


Trave I 


OCTOBER 


delivered  to  your  fireplace 
every  day.  Oh,  and  save  the 
ten-gallon  hats  for  Disneyland; 
this  is  a  sport-coat-for-dinner 
type  of  ranch. 

The  Alisal  has  been  a 
hallowed  institution  for  four 
generations  of  city  slickers, 
including  a  lot  of  Hollywood 
heroes — Clark  Gable  got 
married  here  in  1949,  and 
modern  screen  cowpokes  like 
Kevin  Costner  and  John 
Travolta  are  sometimes  seen 
galloping  around  the  ranch. 

A  stately  alley  of  ancient 
sycamores  ("alisal"  being  the 
local  Chumash  Indian  word  for 
sycamore  grove)  off  the  highway 
leads  into  the  10,000-acre 
spread.  Thank  the  Mexican 
government  for  the  ranch's 
enormous  size  and  pristine 
condition.  Back  in  1843  it 
granted  the  land  to  one  of  its 
loyal  officers.  Only  three 
other  families  have  owned  the 
ranch  since  then,  and  each 
in  turn  kept  almost  all  of 
the  original  land  grant  intact, 
a  great  rarity  in  California. 

I  felt  like  a  dashing  officer 
myself  the  first  day  when, 
having  moved  into  one 
of  the  Alisal's  comfortable 
bungalows,  I  brought  my 
sons  down  to  the  100-acre 
lake  for  some  shooting 
practice  with  Dale  Combs,  the 
ranch's  resident  Air  Force 
sharpshooter.  OK,  so  we  only 
used  air  rifles,  but  after  an 
hour  with  Dale  we  all  felt  ready 
for  the  Battle  of  Stalingrad. 
Fly-fishing  lessons,  mountain 
biking,  tennis  and  wine 
tasting  were  all  on  that 
afternoon's  schedule — where 
were  these  people  when  I  was 
sent  off  to  summer  camp? 

But  the  ultimate  reason  to 
come  to  the  Alisal  is  to  ride  its 
famously  well-trained, 
purebred  American  quarter 
horses  on  its  50  miles  of  trails. 
Riding  is  taken  very  seriously 
here — this  is,  after  all,  where 
the  legendary  trotter  Lou  Dillon 
and  the  1925  Kentucky  Derby 
winner  Flying  Ebony  were 
raised.  During  dinner  the 
wranglers  wander  amongst  the 
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tables  discussing  next  day's 
ride  with  the  same  earnestness 
as  the  wine  steward  hawking 
selections  from  the  Alisal's 
excellent  cellar — the  Santa 
Ynez  Valley  has  been  on  a  grape 
high  ever  since  the  oenophile 
movie  Sideways  was  shot 
hereabouts  three  years  ago. 

And  so,  shortly  after 
sunup,  I  found  myself  on  the 
back  of  a  tolerant  critter  riding 
up  the  side  of  the  Santa  Ynez 


Valley.  The  Technicolor 
landscapes  of  gnarled  oaks 
and  dry  hills  could  have  been 
painted  by  Van  Gogh.  The 
riding  itself  was  pure  Clint 
Eastwood,  with  relaxed 
sauntering  up  through  the  hills 
punctuated  by  brisk  gallops 
along  their  crests.  Frankly, 
up  until  then,  most  of 
my  knowledge  of  horses  had 
been  gleaned  from  glue  labels. 
Now  I'd  say  I'm  good  for  at 


least  another  two  generatio 
of  annual  cowpoke 
get-togethers  at  the  Alisal. 

— FINN-OLAF  JO 


THE  SETUP 


MUiMiili 


arc  $465  to  $595  with  breaks 
and  dinner,  double  occupancy 


Awesome  Atacama: 
a  geyser  field  at  Tatio 


Atacama  Desert:  Wanderers  from  Spanish  conquistador; 

modern  adventurers  have  always  been  overjoyed  to  reach  San  Pedro,  an  oai 
village  in  Chile's  lofty  Atacama  Desert,  a  remote  and  perpetually  parched  c 
ner  of  the  Andes  where  most  maps  go  blank  and  "the  middle  of  nowhe 
takes  on  new  meaning.  Once  there,  the  Spaniards  would  gratefully  fall  u| 
supplies  of  water  and  food  before  trekking  on  to  their  Bolivian  mines.  * 


•i 


your 
passion 


PASSIONATE  about  A 
PROFESSIONAL  a/>d 
Member  of  the  global  AXA  Group,  world  leader  in  fin 


ut  I  N  S  U  R  A 

Isnclal  protection. 


www.axa-art.com 
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Contemporary  travelers  may  prefer  to  ( 
on  in  San  Pedro  at  the  recently  opened  HO 
AWASI,  which  gives  visitors  a  chic  and  cq 
fortable  base  for  exploring  a  desert  landsc 
of  great  purity  and  stark  beauty. 

You  step  from  the  dusty,  nondescil 
street  into  Awasi's  spacious,  adobe-waj 
outdoor  lobby,  crafted  by  Chilean  desigl 
Paula  Dominguez  with  verve  and,  liters 
Andean  high  style.  Sofas  strewn  with  vi^ 
locally  woven  cushions  surround  a  maj 
moth  fire  pit  where,  on  desert  evenirj 
guests  relax  before  ambling  across  the  p^ 
to  a  thatched-roof  dining  area  where  ru| 
tables  are  set  with  local  ceramics  and  cryl 
stemware.  This  blend  of  the  simple  and! 
sophisticated  mirrors  a  kitchen  where 
chef  whips  up  flavorful  dishes  like  chuil 
dense  stew  of  melted  cheese  and  shellfl 
lamb  chops  with  a  local  corn  souffle  a 
grilled  fish  flown  in  from  the  coast.  Andli 
though  you're  in  the  driest  desert  on  eal 
no  one  worries  about  wetting  their  whit 
once  they  begin  uncorking  some  of  Chile's  most  notali 
wines,  including  the  terrific  Tabali  Sauvignon  Blanc,  madll 
the  edge  of  the  Atacama. 

Awasi's  eight  guest  cottages — circular  adobe  homes  vji 
tall,  peaked  thatch  roofs — are  the  ultimate  in  low-impi 
desert  living,  a  posh  version  of  ancient  dwellings  found  in  I 
lated  settlements  throughout  the  Atacama.  But  fear  n 
These  desert  hideaways  come  equipped  with  modern  conv* 
iences  and,  oddly  enough,  convey  a  pronounced  British-ca 
nial  feel,  inspired  by  the  teak  furniture,  gleaming  hardwc 
floors  and  rattan  campaign  chests. 

The  cosseting  is  appreciated,  because  the  Atacama  itseL 
a  primal  landscape  of  soaring  peaks  and  rugged  escai 
ments — is  a  long  way  from  cozy.  For  starters,  you  need 
adjust  to  its  altitude,  and  your  personal  driver-guide  \ 
suggest  sticking  close  to  Awasi's  8,000-foot  elevation 
the  first  day.  Therefore,  consider  beginning  your  stay  \M 
a  stroll  through  San  Pedro,  which  won't  take  long.  T 
raffish  frontier  settlement  of  inns,  outfitters  and  wateri 
holes  makes  its  living  as  a  jumping-off  place  for  internatia 
adventure  travelers  embark- 
ing on  one  of  the  planet's 
great  desert  experiences. 
Prepare  for  yours  by  visiting 
the  Padre  Le  Paige  Museum, 
a  very  fine  collection  of 
archeological  exhibits  and 
ancient  artifacts  perfectly 
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Chile:  011-56-2-233-96  . 
www.awasi.cl.  Cottages  range  frori 
$390  to  $2,200 
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Clockwise  from 
top  right:  flamingos 
on  the  Tara  salt 
flats;  high-season 
crowds,  Atacama 
style;  Laguna  Cejar 


PACKABLE 


preserved  for  centuries  by  the  Atacama's  bone-dry  environment.  Then  cross  the  town  squ 
to  look  in  on  the  charming  Spanish  colonial  church  of  San  Pedro.  Later  your  guide  might  t: 
you  on  an  easy  hike  among  the  llamas  along  close-by  desert  paths  or  on  a  4x4  trip  to  wai 
the  ethereal  sunset  in  the  Valley  of  the  Moon,  named  for  its  lunar  landscape  of  shifting  dui 
and  stone  massifs  twisted  into  fantastic  shapes  by  aeons  of  wind  and  sand. 

By  day  two,  you  and  your  lungs  will 
ready  to  hit  the  heights.  In  our  case  t 
meant  extreme  off-roading  beneath  ' 
snow-clad,  serpent-toothed  peaks  of 
high  cordillera,  then  crossing  a  bouldl 
strewn  desert  where  we  instantly  understc 
why  NASA  field-tested  its  Moon  and  M 
rovers  here.  We  arrived  at  the  14,000-fi 
Tara  salt  flats  in  time  for  a  picnic  lunch  w 
a  surprising  floor  show:  masses  of  real  pi 
flamingos,  not  of  the  lawn  or  six-mart 
variety,  perching  in  a  deep-green  lake  si 
rounded  by  acres  of  snowy-white  salt.  Otl 
excursions  took  us  to  the  spectacular  da' 
eruptions  of  the  geysers  at  Tatio  and: 
Tulor,  the  ancient  village  that  inspired  1 
design  of  our  cottage.  But  for  the  pinnae 
so  to  speak,  of  Andean  adventuring,  ask  I 
folks  at  Awasi  to  set  up  a  mountain  bike  t 
through  the  high  desert  or  a  local  outfitter 
arrange  for  you  to  retrace  the  steps  of  t 
conquistadors  on  a  three-day  horseback  t 
cursion  through  the  cordillera,  into  Bolr 
and  Argentina,  and  back  through  time. 

—BILL  WHITM1 


Ski  Lift 


To  ensure  that  when  you  hit  the  slopes  they  don't  hit  back,  the  Organic 
Pharmacy  has  neatly  packed  this  TRAVEL  SKI  KIT  with  everything  you'll  need, 
from  Immune  Tonic  to  Devil's  Claw  Cream  for  aching  muscles  to  Monoi 
lip  balm  and  Cellular  Protection  Sun  Cream  for  your  exposed  nose.  It  certainly 
costs  less  than  a  trip  to  the  doctor.  $92.  www.theorganicpharmacy.com. 
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GRENADINES 


Mustique  •  A  few  years  ago,  longtime  Mustique  resident  Mick  Jagger  and 
his  friends  donated  some  autographed  items  to  an  island  charity  auction.  Another 
villa  owner  was  pleased  to  score  a  signed  white  plate.  Legend  has  it,  however,  that 
he  enjoyed  his  prize  for  only  a  day  before  an  overzealous  housekeeper  scrubbed  off  the  signature.  Ten  th< 
sand  dollars  down  the  drain,  literally.  •  These  things  happen  in  Mustique,  a  tiny  three- mile-long  dollop  of  li 
in  the  Grenadines  where,  though  rock  and  royalty  are  the  neighbors,  everyone  pulls  over  to  help  a  waywi 


tortoise  cross  the  road,  a  retirement  dinner  means  the  whole  is- 
land joins  in  a  beach  barbecue  and  celebrity  gawking  is  nonex- 
istent. Summertime  vacationers  can  even  go  the  whole  day 
without  seeing  another  soul  on  Macaroni,  one  of  the  most  stun- 
ning stretches  of  beach  in  the  Caribbean.  Mustique  is  really  a 
small  town  that  just  happens  to  be  lo- 
cated on  some  of  the  most  coveted  real 
estate  in  the  world.  Call  it  Mayberry 
meets  Miracle  Mile. 

Tightly  controlled  development 
means  it's  going  to  stay  that  way.  When 
Scottish  brewing  heir  Colin  Tennant, 
a.k.a.  Lord  Glenconner,  purchased 
the  island  in  1958  for  a  mere  167,500, 
he  also  founded  the  Mustique  Com- 
pany, which  limits  construction  to  120 
villas,  100  of  which  have  already  been 
built.  Peter  Lynch,  Bryan  Adams  and 
the  Guinness  family  are  among  the 
homeowners. 

Fortunately  for  the  rest  of  us,  more 
than  half  of  the  island's  residences  are 
available  for  weekly  rental,  including 
Jagger's  place.  Grand  and  airy,  the  villas 
suit  a  cosmopolitan  array  of  tastes — 
Tuscan  farmhouse,  Balinese  hideaway, 
French  chateau — and  range  from  two 
to  nine  bedrooms.  Each  has  its  own  staff 
of  butlers,  maids,  gardeners  and  cooks 
to  ensure  that  guests  are  comfortable 
and  well  fed. 

FRANGIPANI,  named  for  the  ubiqui- 
tous local  flower,  is  a  seven-bedroom 
compound  with  commanding  views  of 


the  Caribbean. The  60-foot  swimming  pool,  double  entry  sJ 
cases  and  four  master  bedrooms  are  impressive,  but  this  is,  a 
all,  a  family  home.  The  French-born  owner  hand-painted 
children's  bathrooms  with  nursery  rhymes  and  stories  herself, 
family  photos  abound,  including  those  documenting  their 

I 


Poolside  at  the  Cot- 
Hill  Residen 
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available  at 


SELECT  FINE  JEWELERS 


DAMIANI  BOUTIQUES:  NEW  YORK.  Madison  Avenue  •  PHILADELPHIA.  King  of  Prussia  •  HONOLULU,  Ala  Moana  Center,  Waikiki' 
MILAN  •  ROME  •  PARIS  •  HONG  KONG  •  TOKYO  •  MOSCOW  •  SAO  PAOLO  •  MONTERREY  •  CANCUN 


FOR  INFORMATION.  866  -  DAMIANI.  WWW.DAMIANI.COM 


Trave I 


OCTOBER  2 


The  master  bedroom 
at  Ocean  Breeze7 
below,  the  seven-bed- 
room Frangipani 


winning  streak  in  the  island's  annual  Easter  bonnet  contest. 
Guests  can  walk  to  the  beach  from  L'ANSECOY,  a  charming  three- 
bedroom,  fan-shaped  villa  overlooking  a  cliff.  But  they  may  want 
to  stay  in  and  enjoy  the  food  instead;  the  chef  was  trained  at  the 
owner's  restaurant,  Manhattan's  Le  Bernardin. 

Comfortably  in  the  mid-size  range  is  OCEAN  BREEZE,  a  plan- 
tation-style four-bedroom  villa  on  one  of  Mustique's  hilltops. 
Panoramic  views  of  the  ocean  and  lush  greenery  spread  out 


below  the  extensive  verandas  and  deck — and 
be  taken  in  from  the  infinity-edge  swimm 
pool,  which  seems  to  pour  directly  into  the  | 
The  octagonal  foyer  passes  through  a  spaci 
central  courtyard  and  then  into  a  master  sv 
where  the  four-poster's  gossamer  curtains  swa 
the  gentle  wind.  Monet  couldn't  have  painte 
dreamier  picture. 

All  this  makes  for  a  spectacular  home, 
a  villa  is  only  as  good  as  the  staff  that  runs 
That's  where  Ocean  Breeze  shines.  On  a  rec 
visit,  the  butler  served  as  tour  guide,  chauffeur  s 
concierge,  running  in  essence  a  five-star  boutit 
hotel  just  for  me  and  a  guest.  The  two  maids  sp 
most  of  each  day  cleaning  all  the  rooms,  inch 
ing  those  we  never  set  foot  in.  And  the  ch< 
offerings  were  a  perfect  mix  of  island  speciali 
(callaloo  soup  and  plantains)  and  upscale,  inn 
national  fare  (lamb  chops  with  mint  sauce  z 
panna  cotta).  Even  a  casual  beach  picnic  \ 
served  on  fine  china  with  a  white  tablecloth. 
While  the  personal  chefs  could  prepare  ew 
meal,  guests  may  also  want  to  try  the  island's  three  main  eat 
establishments:  Firefly,  a  casual  restaurant  connected  to  a  gue 
house,  and  Basil's,  an  ocean-front  bistro  known  for  its  Bll 
Festival  and  throw-down  New  Year's  Eve  bash.  Each  villa  cor 
equipped  with  at  least  one  vehicle  to  get  you  around.  The  wit 
ing,  mazelike  roads  are  sometimes  paved,  sometimes  not: 
group  of  South  African  homeowners  in  particular  rallied! 
keep  the  dirt  roads  in  front  of  their  villas — they  remind  tht 
of  home.  The  tennis  courts  along  the  way  are  free  for  use,  1 
reserve  early.  Though  the  island's  population  is  only  1,300,  tl 
number  balloons  during  peak  season. 

Vacationers  who  opt  for  hotel  rooms  rather  than  villas  hi 
limited  options:  There  are  less  than  20  rooms  on  the  entire  islai 
In  the  center  of  it  all,  in  what  would  be  the  town  square,  sits  l 
COTTON  HOUSE,  a  converted  18th-century  coral  warehouse  a 
sugar  mill,  with  single  rooms,  two-bedroom  residences  and  c 
plex  suites — now  outfitted  with  their  own  plunge  pools. 

All  villa  owners  and  renters  have  the  use  of  the  Cotton  Hoi 
spa  and  can  attend  the  weekly  cocktail  parties  in  the  plantatic 
inspired  Great  Room.  On  a  Tuesday  evening  during  our  visi 
crowd  gathered  to  soak  up  the  best  gossip,  boast  of  their  lat 
sailing  adventures  and  listen  to  the  piano  player.  The  room  fill 
with  the  infectious  laugh  of  the  British  woman  who  runs  t 
stables.  Someone  inquired  about  the  doctor.  (The  island  has  oi 
one.  He's  Cambridge  educated.)  Someone  requested  a  Fra 
Sinatra  song.  A  20-year  resident  stumbled  when  his  friend  be; 
hugged  him,  sending  his  martini  cascading  down  his  trouse 
These  things  happen  in  Mustique,  he  said,  and  ordered  anoth 

—STEPHANIE  COOPERM4 
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The  Hertz  Collections. 


ow  you  can  have  your  cake  and  drive  it,  too. 

As  an  American  Express®  Cardmember  not  only  do  you  get  to  choose 
the  exact  car  you  want  to  drive,  you'll  also  GET  ONE  DAY  FREE  on  a 
weekly  rental  from  Hertz.  Because  with  the  Hertz  Collections  you  can  reserve 
the  specific  make  and  model  vehicle  you  want  to  drive,  no  matter  what  your  mood. 
For  instance,  our  Prestige  Collection  is  perfect  if  you're  in  the  mood  for  something 
stylish.  Our  Fun  Collection™  is  there  when  you  want  to  let  your  hair  down  and 
loosen  up.  And  with  our  Green  Collection  you  can  help  the  environment  while 
cruising  through  it.  For  more  information,  or  to  make  a  reservation,  visit  hertz.com 
or  call  1-800-654-3131.  To  receive  this  offer,  use  any  American  Express®  Card  and 
mention  PC#  101393  when  making  your  reservation.  Because  the  car  you  reserve 
is  the  car  you'll  drive. 


.com  ®  Reg.  U.S.  Pat  Off,  ©  2007  Hertz  System,  Inc. 

(OUR  INFORMATION:  To  receive  this  offer,  purchase  must  be  charged  in  full  to  any  American  Express  Card.  PC#  101393 
)e  used  to  receive  savings.  Minimum  rental  for  this  offer  is  five  days  including  a  Saturday  night.  Offer  subject  to  vehicle 
bility.  Hertz  Green,  Fun  and  Prestige  Collection  vehicles  are  only  available  in  select  cities  in  the  U.S.  Visit  hertz.com  for 
>ns  offering  Hertz  Green,  Fun  and  Prestige  Collection  service.  Not  all  makes  and  models  are  available  at  all  locations, 
ints  apply  to  time  and  mileage  charges  only.  This  offer  has  no  cash  value  and  may  not  be  used  with  any  other  coupon,  rate  or 
tion.  Hertz  age,  driver,  credit,  weekly  rate  and  keep  requirements  for  the  renting  location  apply  and  the  car  must  be  returned 
t  location.  Offer  valid  for  vehicle  pickup  on  or  before  12/31/07.  Other  terms  and  conditions  and  restrictions  may  apply. 


Style  &  Design  by  Dick  Teresi 


Blimp  My  Ride 

What  can  cruise  at  100  miles  per  hour, 
costs  $1.3  million  and  has  an  interior 

suitable  for  a  bowling  alley?  Answer: 
Country  Coach's  new  Moby  Bus,The  Rhapsody 


ou  know  that  old  bumper  sticker  often 
seen  on  recreational  vehicles:  "If  this 
van's  a  rockin',  don't  come  a  knockin'"? 
ew  $1.3-million  Rhapsody  motor  home 
Country  Coach  makes  that  RV  caveat 
:te.  The  Rhapsody  is  equipped  with  a 
ell.  No,  excuse  me.  Nothing  so  down- 
:t.  It  has  a  door  chime.  "The  doors  are  so 
ind  the  noise  cancellation  so  good,"  says 
Howard,  vice  president  of  marketing  and  sales  ad- 
tration,  "that  you'd  never  hear  anyone  knocking." 
id  why  would  you  want  to  be  disturbed  while  frol- 
;  in  your  king-size  bed,  or  watching  your  26-inch 
high-definition  TV  hooked  up  to  a  TracStar  in- 
n  satellite  dish,  or  while  surfing  YouTube,  plugged 
ne  of  your  high-speed  Internet  jacks? 
t  such  amenities  are  available  on  many  RVs. 
try  Coach  specializes  in  luxury  RVs,  and  what 
ites  the  Rhapsody  from  your  run-of-the-mill 
000  motor  home  is  the  power  train.  The  engine  is 
-horsepower  Caterpillar  diesel  that  provides  2,050 
)ounds  of  torque  at  1,200  rpm,  thus  eliminating 
tion  on  hills,  says  Howard,  though  it  may  create 


•  Rhapsody  in 
scale:  Even 
the  rear  wheels 
turn  on  a  dime  on 
this  625  hp 
bug-crushing 
motor  palace. 
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•  What,  no  ziti?  The 
Rhapsody's  kitchen 
bedroom  may  not  be 
to  everyone's  taste. 
But  if  you  can  handl 
filling  the  fuel  tank, 
you  can  doubtless  at 
any  decor  you  like. 


some  hesitation  at  the  gas  pump,  what 
with  its  five-  to  eight-miles-per-gallon 
fuel  mileage.  With  a  200-gallon  fuel  tank, 
you'll  be  standing  a  long  time  at  the  self- 
serve  with  a  diesel  pump  in  your  hand. 

The  rear  wheels  turn  as  well  as  the 
front,  providing  a  36.5-foot  turning  circle 
despite  a  coach  length  of  45  feet.  This  is 
sharper  turning  than  you'll  find  on  some 
chopped  Harleys.Top  speed  is  not  known, 
but  the  motor  home  has  hit  106  mph  on  a 
test  track,  which  makes  it  difficult  for  pur- 
suing state  troopers  to  press  your  chime. 

The  marketing  slogan  for  the  Rhap- 
sody is  "Move  your  soul."  It'll  also  move 
most  of  your  portable  possessions.  You  can 
load  6,000  to  7,000  pounds  of  gear,  up  to 
a  gross  vehicle  weight  of  54,000  pounds, 
which  makes  transporting  your  bling- 
bling  feasible  but  that  five  to  eight  mpg 
claim  somewhat  dubious.  We  assume  that 
it  was  calculated  downhill  with  a  tailwind. 
Lying  about  fuel  mileage  is  an  art  form 
among  RVers  in  general. 

The  interior  design  of  most  RVs  is 
what  one  might  call  "Early  Soprano," 
referring  to  Tony's  taste  when  he  was 
younger  and  had  a  Russian  gumar,  before 
he  upgraded  to  the  psychotic  but  more  so- 
phisticated Mercedes  saleswoman.  In  fact, 


the  model  pictured  here  was  sold  to  a  cus- 
tomer in  New  Jersey.  But  the  Rhapsody  can 
be  customized  to  the  buyer's  tastes.  "I'll 
line  the  coach  with  bunk  beds  or  install 
a  bowling  alley,"  says  Howard.  The  RV 
doesn't  have  to  look  like,  you  know,  an  RV. 

Three  units  thus  far  have  been  sold. 
The  company  plans  to  make  no  more  than 
25  Rhapsodies  per  year.  There  are  more  ex- 


pensive RVs  to  be  had,  but  more  luxuri 
larger  rigs  are  usually  converted  buses. 
Rhapsody  is  a  pure  motor  home,  wr' 
features  were  dictated  by  focus  group 
well  as  the  requests  of  Country  Coach  ■ 
tomers  who  wanted  more  than  what 
luxury  market  was  offering.  And  \m 
pretty  sure  your  gumar  will  like  it.  To  k 
a  dealer,  contact  www.countrycoach.com. 
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Casual  Fridays 


your  everyday  a  new  perspective  when  you  extend  your  stay 
a  Westin  Weekend  Escape,  complete  with  breakfast  in  bed  and  late 
lay  checkout.  Slip  into  something  new  at  Westin.com/escape 


This  is  how  it  should  feel." 

Westin 

HOTELS  8.  RESORTS 


The  rewards  of  a  Westin  experience  are  even  greater  as  a  Starwood  Preferred  Guest.*  Join  now  at  SPG.com 


Golf  by  Todd  Pitock  and  Tom  Harack 


here  was  a  time,  and  some  people  are 
still  alive  who  remember  it,  when  love 
meant  never  having  to  say  pretty  please. 
married  men  contemplating  flying  off  to 
if  with  their  buddies  didn't  pace  about  re- 
g  how  to  ask,  training  their  eyes  to  tear, 
>s  to  quiver. 

ically,  of  course,  the  acceptability  quotient 
y's  buddy  trips  is  controlled  as  much  by 
istering  poses  of  supplication,  as  by  women 
lg  whether  we're  such  indispensable  com- 
ter  all,  or  deciding  what  is  good  for  the 
.is  reason  enough  for  a  gal-pal  getaway, 
game,  as  they  say,  is  on. 
Drding  to  the  Travel  Industry  of  America, 
sx  travel  is  gaining  momentum.  Here's  a 
search  nugget:  71  percent  of  more  than 
ion  male-buddy  trips  in  2006  were  taken 
49  or  younger,  while  half  of  the  48  mil- 
ies-only  trips  involved  women  50  or  older. 
11  let  learned  experts  chew  on  that,  but 
some  trips  are  better  taken  with  friends, 
ily  if  they  involve  golf  and  your  other  half 
play.  Here  are  our  escapes  picks. 
;n  the  profusion  of  golf  "trails,"  it's  easy  to 
/ho  started  the  trend.  In  the  late  1980s,  an 
la  state  agency  that  administered  pensions 
lied  a  series  of  Robert  Trent  Jones,  Sr., 
.  With  432  holes  at  ten  sites,  the  Alabama 
k.a.  the  Robert  Trent  Jones  Trail,  remains 
;est  golf  construction  project  ever  under- 
"br  our  money,  first  is  still  best, 
every  RTJ  Trail  course  demands  a  big  ball, 
akes  has  three  nines,  and  you  can  combine 
a  route  that's  less  than  4,700  yards.  Others, 
the  8,191-yard  Ross  Bridge,  or  even  just 
-five  12th  at  The  Shoals, 
i  716  yards,  can  leave  you 
:ary  arms. 

rse  features  typically  in- 
rademark  Trent  Jones 
elements  such  as  large 

:af  bunkers  and  capacious  "pulpit"  greens.  The 
iphy,  though,  defies  generalization:  marshlands, 
s,  tidal  plains,  lakes,  mature  hardwoods,  rocky 
>pings.  Grill  rooms  serve  hearty  breakfasts  and 
rn-style  comfort  food  such  as  white-bean  chicken 
d  bleu  cheeseburgers. 

:  the  menu  items,  it's  wise  to  consume  the  RTJ 
sensible  portions.  Indeed,  the  diagonal  between 


er  day, 
another  18  holes: 
daybreak  at  Ross 
Bridge's  #6 


Road  Trip 


Two  well-traveled  duffers 
offer  their  picks  for  the 
best  courses  to  escape 
to  with  your  pals. 


Huntsville  and  Mobile — the  longest 
vector  connecting  two  spots  on  the 
trail — is  a  342-mile  drive.  The  south-, 
ernmost  stops,  near  Mobile  and  Dothan, 
are  the  warmest  during  winter  months, 
with  highs  usually  in  the  60s,  but  a 
light  jacket  or  sweater  will  generally 
suffice  anywhere.  (800)  949-4444,  www. 
rtjgolf.com. 

Kauai,  Hawaii's  northernmost  and 
fourth-largest  island,  has  more  than  its 


Kauai's  natural  splendor  is  as  much  of 
a  draw.  The  ten-mile-long,  3,600-foot- 
deep  Waimea  Canyon  is  filled  in  with 
layers  of  colors  and  broken  up  by  crags, 
buttes  and  gorges.  The  NaTali  Coast, 
probably  the  first  place  Kauaians  settled, 
is  a  rugged  line  of  hanging  cliffs  that 
soar  4,000  feet  high  and  end  abruptly  at 
the  edge  of  the  shore.  The  interior  has 
caves  and  waterfalls — scenery  dramatic 
enough  for  films  set  here,  including 


share  of  great  golf,  crammed  with  117 
holes  on  courses  that  have  been  fre- 
quently noted  and  honored.  The  plung- 
ing ravines  and  ocean  views  at  the 
Prince  Course  at  Princeville  Golf  Courses 
make  it  worth  sweating  the  challenging 
layout — Golf  Digest  ranks  this  one  ninth 
in  the  2007-2008  edition  of  America's 
Greatest  Golf  Courses — and  Poipu  Bay 
Golf  Course's  towering  cliffs  lined  with 
lava  rock  will  be  recognizable  to  anyone 
who  tunes  in  to  the  PGA  Grand  Slam, 
the  Thanksgiving  matchup  pitting  the 
winners  of  the  four  majors  against  one 
another.  Kaua'i  Lagoons  Golf  Club  has 
two  Jack  Nicklaus  designs:  Mokihana 
and  the  Kiele  course,  which  has  seaside 
holes  and  Hawaiian  stone  carvings 
strewn  around.  The  inland  Puakea  Golf 
Course  is  one  of  Kauai's  great  public 
routes.  Designed  by  Hawaii's  prolific 
Robin  Nelson,  it  plays  over  ravines  and 
lush  vegetation,  with  dramatic  changes 
of  elevation. 


Above:  Challenge  and  reward:  the  Prince 
Course  at  Princeville  Golf  Courses;  right: 
the  highly  accommodating  Ashford  Castle 

South  Pacific  and  The  Thorn  Birds.  You 
can  experience  both  places  by  hiking 
or  by  helicopter  tours.  (800)  262-1400, 
www.  kauai-hawaii.  com. 

If  the  palm  trees  on  the  southwest 
coast  of  Ireland — yes,  really — don't  quite 
make  the  Emerald  Isle  a  desirable  dead- 
of-winter  golfing  venue,  you'll  find 
October  and  early  spring  are  often  won- 
derful. In  addition  to  mild  weather, 
locals  are  more  welcoming  when  there 
are  fewer  tourists. 

We  like  the  northwest  quadrant,  in- 
cluding the  counties  of  Galway,  Mayo, 
Sligo  and  Donegal.  They're  not  the  ven- 
erated regions,  but  they  have  more  great 
seaside  links  courses  than  you  can  swing 
a  club  at  and  their  lesser  renown  means 
lower  greens  fees  and  fewer  crowds — 
which  is  why  they're  where  the  Irish 
themselves  play. 


Highlights  include  Ballyliffen  G 
Club,  36  holes  on  the  Inishowen  P| 
insula,  near  Malin  Head,  the  islail 
northernmost  point;  Sandy  Hills  Li] 
at  Rosapenna  Golf  Club,  on  a  windsvu 
landscape  in  the  Mulroy  Bay  fish 
town  of  Downings;  Donegal  Golf  Clui 
strapping  par-73  layout  along  the  epot 
mous  bay;  Came  Golf  Links,  also  knq 
as  Belmullet,  for  the  adjacent  town;  a 
Enniscrone  Golf  Club,  on  Killala  Bav 

Stop  at  any  village  pub  for  more  s» 
gestions  of  courses  to  play — along  \\ 
places  to  ride  horses,  fish,  hike  and  ti 
Gothic  architecture,  the  best  way  to 
William  Butler  Yeats' home  and  to  fi  I 
er,  more  pubs.  Ashford  Castle,  in  Cou  I 
Mayo,  offers  the  best  accommodatiol 
(800)  223-6470,  www.discoverirelanX 
/northwest. 

Golf  in  Las  Vegas  was  once  merel 
diversion  for  gamblers  who  needed] 
reacquaint  themselves  with  natural  lij 
and  stretch  their  limbs  beyond  the  ran 
of  motion  required  to  throw  dice, 
course,  what  makes  Vegas  such  a  buc 
venue  is  the  attraction  of  spectacle,  a 
our  desire  has  been  stoked  by  a  15-yi 
stretch  of  development  that  has  sal 
the  city  become  a  full-fledged  golf  di 
tination,  even  apart  from  the  casini 


Sixty-odd  quality  courses  are  now  witH 
reasonable  proximity  to  the  Strip. 

Golf  does  have  a  heritage  here.  L 
Vegas  National  Golf  Club,  an  old-sti 
course  near  the  Strip  with  mature  paL 
pine  and  olive  trees,  is  a  1961  desi, 
by  the  now-obscure  Bert  Stamps.  Play 
bv  Frank  Sinatra,  Sammy  Davis,  J 
and  other  Vegas  luminaries,  it  evi 
had  a  cameo  as  a  backdrop  for  the  19' 
film  Casino. 

We  like  Bear's  Best  Golf  ClubJ 
course  that  pulls  together  18  of  Ja< 
Nicklaus'  favorite  holes,  transplant! 
from  among  his  200-plus  designs  arom 
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"Freedom  to  me  is  diving 
into  the  heart  of  the  ocean." 

Guillaume  Nery 

World  Recordholder  in  Free  Diving  (Constant  Weight) 


"Accuracy  is  everything  when  your  life  hangs 
on  one  breath.  Diving  to  such  extreme  depths,  I 
must  be  able  to  trust  my  equipment  with  my  life. 
Which  is  why  a  dependable  timepiece  like  a  Ball 
watch  is  so  important  in  an  environment  that 
features  truly  adverse  conditions." 

The  watch  that  once  ran  America's  railroads 
now  equips  the  world's  youngest  diving  explorer 
to  achieve  a  third  World  Record  dive  to  -109 
meters.  There  is  no  timepiece  that  is  as  rugged 
and  dependable. 
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Self-powered  micro  gas  lights 
that  glow  100  times  brighter 
than  luminous  paint  for  more 
than  25  years. 


BALL 

Official  l?v  Standard 


Engineer  Master  II  Diver  TMT 

Limited  edition  to  2006  pieces 

Fahrenheit  version  is  also  available 
Automatic  -  42mm 


Since  1891 

Since  1891,  accuracy  under  adverse  conditions 

BALL  Watch  USA     www.ballwatch.com     Tel:  727-896-4278 

(see  web  site  for  complete  list  of  Authorized  BALL  Dealers) 

>ht  Time  Intl.  Watch  Center  1485  S  Colorado  Blvd  #125  Denver,  CO  80222  303-691-9658 
eller  and  George  Fine  Jewelry   1149  Millmont  St  Charlottesville,  VA  22903  434-293-5011 

5.D.  Marshall  -  Scottsdale  |  CA:  About  Time  -  Dana  Point  Orloff  -  Fresno  Feldmar  -  LA  Ravits  -  SF  Barons  -  San  Leandro 
"has  Schwartz  -  Wash  |  FL:  Hess  Old  Northeast  -  St  Pete  |  IL:  Razny  -  Highland  Park  |  KS:  Stephen's  Jewelry  -  Leawood  (KC) 
:  Watchmaker  -  Stoneham  |  MD:  Little  Treasury  -  Gambrills  |  MN:  Graham  Jewelers  -  Wayzata  |  IMS:  Sollberger  -  Ridgeland 
isans  Alcove  -  Cape  May  |  NY:  Joseph  Edwards  -  NYC  |  RI:  Grenon's  -  Newport  |  TX:  Ridglea  -  Ft  Worth  |  WA:  World  Lux  -  Sea 


the  world.  Despite  being  gimmicky — 
there's  another  Bear's  Best  in  Atlanta, 
and  the  idea  sounds  ripe  for  franchising — 
we  still  like  it. 

The  Las  Vegas  Paiute  Golf  Resort  is  at 
the  base  of  the  Spring  Mountains,  a  little 
more  than  20  miles  from  the  Strip.  Its 
three  Pete  Dye  courses  include  the  Wolf 
se,  which  is  7,600  yards,  and  the  Sun 
Mountain  and  Snow  Mountain  courses. 
They're  very  playable,  and  the  setting 
showcases  the  southern  Nevada  desert. 

That  natural  scenery  is  a  contrast  to 


We  like  the  Doral  Resort  &  Spa's  Blue 
Monster,  which  is  one  of  golf's  most  recog- 
nizable courses  because  it  has  hosted  tele- 
vised PGA  events  annually  for  the  last  40 
years.  The  Dick  Wilson  design  has  been 
modified  several  times.  At  7,100  yards,  it's 
no  longer  so  monstrous  for  big-time  power 
hitters,  but  it's  still  a  lot  of  golf  course  for 
those  who  hit  like  us  mortals,  especially 
when  the  wind  blows.  The  Doral  also  has 
four  other  courses,  so  it's  easy  to  find  one 
that  matches  your  comfort  level. 

While  Miami's  contemporary  vibe 


just  enjoy  the  scene  outside.  (800)  I 
8448,  www.gmcvb.com. 

For  the  hard-core  golfer,  one  for  w 
27-36-27  are  the  measurements  of  a^ 
built  itinerary,  Pinehurst  Resort  &  Coil 
Club  in  central  North  Carolina  is  in 
eight  courses  get  300,000  rounds  of  p 
year,  and  with  variety,  tee  time  availab) 
and  a  great  round  at  a  fair  price,  it's  1 
wonder.  Donald  Ross,  the  eminent 
architect  who  made  his  primary  hi 
here,  has  left  a  big  imprint,  incluo 
his  iconic  No.  2,  the  site  of  the  2 
U.S.  Open,  which  celebrates  its  centel 
this  year.  The  course  blends  the  intrii 
crowned  green  complexes  for  which  Hi 
is  much  admired  into  the  rolling  pi 
forest  terrain  of  central  North  Carol 
We  also  like  Tom  Fazio's  No.  8,  x\\ 
forced  carries  over  ponds  and  change 
elevation  not  found  on  No.  2. 

It's  worth  drifting  off  the  resort  ci 
pus,  too.  Two  dozen  other  striking 
outs  in  the  area,  which  touts  itsell 
"The  Home  of  American  Golf,"inclu( 
pair  of  Ross  classics,  Pi 
&  Golf  Club  and  Mid  Pines  Inn  &  1 
Club.  For  apres-golf  postmortems  gd 
the  perennially  popular  Dugan's  E 
which  bills  itself  as  "Irish  to  the 

Clockwise,  from  left:  Las  Vegas  Paiute 
Golf  Resort;  The  Biltmore  in  Coral  Gables; 
Pinehurst's  Talamore  course 


Vegas,  but  give  the  city  credit  for  knowing, 
if  not  flaunting,  its  appeal.  Its  official  web- 
site promotes  golf  as  a  good  "alibi"  and 
encourages  players  to  "[join]  a  threesome." 
Recall  that  it  was  Vegas  that  repurposed 
the  phrase  "What  happens  here  stays  here." 
Many's  the  time  we  agreed  to  forget  the 
indiscretion  of  a  regrettable  scorecard.  Hey, 
it  ain't  called  Sin  City  for  nothing.  (877) 
VISITLV,  www. visitlasvegas. com. 

We're  also  drawn  to  Miami's  vice.  It's 
not  the  number  and  quality  of  golf  courses 
that  beckon;  it  is  the  quantity  and  quality 
of  everything  else,  along  with  some  darn 
good  golf. 

The  golf  scene  reflects  the  city's  trans- 
formation from  a  center  of  transplanted 
retirees  to  a  vibrant  tropical  destination. 
Places  such  as  Turnberry  Isle  and  the 
Biltmore  were  among  the  early  golf  re- 
sorts. Over  the  years,  they've  gone  through 
many  updates  and  redesigns. 


sometimes  overshadow  its  history,  a  great 
example  of  which  is  the  1925  Biltmore 
Goif  Course  in  Coral  Gables.  Pleasantly 
walkable,  its  genteel  design  complements 
the  baroque  hotel  that  comes  into  view 
on  the  closing  hole. 

South  Beach,  where  thongs  are  not 
footwear,  has  been  the  hot  spot  for  quite  a 
while.  Try  Blue  Sea  for  seafood  and  sushi; 
it's  in  an  alcove  above  the  main  lobby  of 
the  Delano  Hotel,  one  of  the  beachfront 
Art  Deco  hotels  on  Collins  Avenue.  Or 


pint,"  though  the  hush  puppies  and  fii 
and-chips  suggest  that  perhaps  it's  a 
Southern  to  the  last  bite. 

The  Pinehurst  Resort's  "Golf  Si 
batical"  includes  either  30  or  10  days 
unlimited  golf,  instruction,  a  sports  pj 
chology  session,  training,  dining  alio 
ance,  lodging  and  a  car.  You'll  go  ho| 
changed — assuming,  of  course,  that  goi 
home  is  still  an  option.  (800)  ITSGOl 
www.pinehurst.com  and  www. pinehu 
sabbatical.com.  • 


78  I  ForbesLife 


INTEMPORARY,  NON-TRADITIONAL  INVESTMENTS 

OM  YOUR  TRUSTED,  RESPONSIBLE  WEALTH  MANAGER. 


of  bofh  worlds  WITH  WAChovia 


lly,  an  investment  approach  that  brings  together  the  sophisticated 
ings  of  today's  markets  with  the  prudent  guidance  of  a  top  wealth 
agement  provider.  With  our  Advantage  platform,  you'll  benefit 
the  depth  of  open  architecture  as  well  as  industry-leading 
native  strategies.  Let  us  demonstrate  what  our  balanced 
each  could  do  for  you. 


irn  more  about  our  approach  to  wealth  management, 
wachovia.com/wealth  or  call  1-888-283-9633. 


STMENT  MANAGEMENT 
NCI AL  PLANNING 
(ING  AND  CREDIT 
IT  SERVICES 
RANCE 


wachovia 
Wealth  Management 


flES  AND  INSURANCE  PRODUCTS:  NOT  INSURED  BY  FDIC  OR  AMY  FEDERAL  GOVERNMENT  AGENCY  MAY  LOSE  VALUE  NOT  A  DEPOSIT  OF  OR  GUARANTEED  BY  A  BANK  OR  ANY  BANK  AFFILIATE 


s  and  services  provided  by  affiliates  or  subsidiaries  of  Wachovia  Corporation  and  may  not  be  available  in  all  states.  ©2007  Wachovia  Corporation  04/07 


SPECIAL  ADVERTISING  SECTION 
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WINTER  SAILINC 

IN  THE 


By 

Georgia  R.  Byrd 


Only  a  privileged  few  have  discovered  the  secrets  of  the  charter  yacht  experience.  Perhap 
is  because  the  secluded  bay  nestled  at  the  base  of  a  Virgin  Islands  mountain  possej 
scenery  so  beautiful  it's  impossible  to  describe.  Perhaps  it  is  because  the  crystal-clear  ws 
offers  views  of  tropical  fish  so  delightful  and  rare  that  the  experience  is  overwhelming.  Or  perhi 
it  is  because  learning  to  dive  or  snorkel  from  a  crew  member  is  least  intimidating  when  yo 
moored  along  an  island  that  only  a  few  have  discovered. 


These  secrets,  divulged  to  yacht  owners  and 
charter  enthusiasts,  are  meant  to  be  shared, 
and  Cavendish  White,  a  company  that  excels 
in  creating  the  ultimate  charter  experience, 
shares  its  expertise  to  guide  you  to  a  perfect 
charter,  anytime,  anywhere. 

Welcome  aboard  this  sample  itinerary  to 
the  Virgin  and  Leeward  Islands  of  the 
Caribbean.  With  you  at  the  helm  of  yacht 
selection,  this  cruise  can  be  tailored  to  create 
your  own  personal  paradise. 


LAUNCH  YOUR  PERFECT  CHARTER 

Board  at  beautiful  St.  Thomas,  where  you  will  be  surrounded  by 
a  tropical  paradise  renowned  for  its  shops,  restaurants  and  history. 
As  your  crew  welcomes  you,  sample  a  banana  daiquiri,  a  famous  St. 
Thomas  concoction. 

Revel  in  the  beauty  of  St.  John's  fabulous  wildlife  national 
park,  followed  by  dinner  in  one  of  the  excellent  restaurants  at  the 


glittering  Caneel  Bay  Hotel. 

Discover  snorkeling,  fishing  and  scuba 
ing  in  the  ideal  conditions  of  Tortola's  I! 
Bay  Beach  and  Smuggler's  Cove.  Dine  alfr 
moored  in  Soper's  Hole,  a  picturesque  hau 
perfect  for  overnight  anchorage. 

Explore  world-famous  caves  at  Norl 
Island,  also  known  as  Treasure  Island, 
Peter  Island.  Meet  the  crew  at  Cabey  Poi 
Honeymoon  Beach,  known  as  one  of  the  r 
romantic  locations  in  the  world. 

Step  on  shore  at  Barbuda,  where  you 
explore  the  abundant  shipwrecks.  Enjoy  Antigua's  endless  beac 
and  then  watch  the  sun  set  from  panoramic  Shirley  Heights  be 
your  crew  meets  you  dockside  with  a  tender  to  transport  you 
to  your  private  yacht. 

Sound  enticing?  Visit  Cavendish  White's  Web  site  for  n| 
information  and  to  select  your  personal  yacht  for  chaj 
(www.cavendishwhite.com). 


We  crossed 
an  ocean  for  you. 


■■■■■Mi 


Cavendish  White.  Meeting  your  every  need  in  large  yacht  sales,  yacht  charter,  yacht  management  and  new  build. 

And  we've  landed  an  office  in  the  United  States,  Fort  Lauderdale  Florida, 
r  further  information  call  + 1  954  522  1510  email  usa@cavendishwhite.com  or  visit  us  at  www.cavendishwhite.com 


CAVENDISH 


YACHTING    FOR    THE  CONNOISSEUR 


Quintessentials  by  Mark  Grischke 


Geek  Chic 

Clothing  for  the  man  who  has  everyth 
and  carries  it  in  his  pockets. 


c 

artorially  speaking,  travel  vests  have 
11  little  to  recommend  them — they're 

usually  lumpy,  dumpy  and  slightly 
gauche. There  was  a  time  when  the  accou- 
trements of  photography  made  multiple 
pockets  practical  and  (to  paraphrase  Emily 
Post)  therefore  correct.  Yet  the  digital  age, 
while  doing  away  with  film  and  flashbulbs, 
has  introduced  more  gadgets  than  ever:  cell 
phones,  BlackBerries,  music  players  and  GPS 
devices.  Meanwhile,  getting  through  airport 
security  has  devolved  into  a  hideous  roundelay 
that's  part  obstacle  course,  part  game  of  strip 
poker.  So  perhaps  the  travel  vest  still  has  a  rea- 
son for  being.  If  it's  a  question  of  fashion,  we 
wouldn't  be  caught  dead  in  one.  However,  as  a 
place  to  keep  tickets,  passport,  money,  keys 
and  all  the  things  that  Kenneth  Grahame 
noted  in  Wind  in  the  Willows  separate  "the 
many-pocketed  animal,  the  lord  of  creation,  from 
the  inferior  one-pocketed  or  no-pocketed  produc 
tions,"  the  travel  vest  has  no  peer.  Some  of  the  updated 
versions  (like  Filson's,  shown  here,  launched  in  2004) 
even  keep  lumpiness  to  a  minimum.  Cotton  vest,  $165, 
(800)  624-0201,  www.filson.com.  • 
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CONDOMINIUMS  AVAILABLE  FALL  2007 

Explorewnyresidences.com  •  1 23  Washington  Street  '  212.385.1100 
/eloped  by  The  Moinian  Group  •  Architecture  by  Gwathmey  Siegel  •  Interiors  by  Graft  •  Marketing  &  Sales  by  SHVO 


"roup  project. The  Residences  at  die  W  New  York  Downtown  are  not  owned,  developed  or  sold  by  Starwood  Hotels  &  Resorts  Worldwide.  Inc.,  or  their  affiliates.  The  Moinian  Group. 
v  trademarks  and  trade  names  under  a  license  from  Starwood  Motels  &  Resorts  Worldwide,  Inc  This  is  not  an  offer  to  sell  or  solicitation  of  offers  to  buy,  nor  is  any  offer  Or  solicitation 
:  prohibited  by  law.The  statements  set  forth  herein  are  summary  in  nature  and  should  not  be  relied  upon.  A  prospective  purchaser  should  refer  to  the  entire  set  of  documents  provided 
Gfoup  and  should  seek  competent  legal  advice  in  connection  therewith.  All  illustrations  are  artist's  representations  and  do  not  constitute  a  representation  of  any  aspects  of  the  final 
enior:  I  23  Washington  LLC.  530  Fifth  Avenue.  Suite  1800  New  York,  NY  1 0036.  The  complete  offering  terms  are  in  an  offering  plan  available  from  sponsor.  File  No.  CD06-0687.. 


WELCOME  TO  THE 

WORLD'S  BEST  TOURISM  AND 
VALUE- FOR 


In  2006,  more  than  13,000  well-rroveled  Americans  vored  Malaysia  as  rhe  "World's  Besr 
Tourism  Desrinarion "  in  Global  Traveler  magazine.  UD5  also  vored  Malaysia  as  rhe 
"Besr  Value-For-Money  Desrinarion".  Borh  are  world-acclaimed  accolades  rhar  we're 
very  proud  of  and  endeavour  ro  live  up  ro  every  day,  especially  in  Visir  Malaysia  Year, 
as  we  celebrare  our  50rh  year  of  independence  in  One  Golden  Celebrarion  filled  wirh 
Thrilling  fesrivals  and  activities.  The  rime  is  indeed  now.  The  place  is  definirely  Malaysia. 
Where  you  II  discover  all  rhe  wonders  of  Asia  in  one  exciring  desrinarion. 


\Mf-t 


HOME  TO 


www.rourismmalaysia.gov.my 
www.rourismmaloysiausa.com 
www.virnjalmalaysia.com 


For  more  informarion,  please  confaa  Tourism  Malaysia  Los  Angeles  ar  (800)  336-6642  or  (213)  689-9702 
•  Tourism  Malaysia  New  York  ar  (212)  754-1 1 13  •  Tourism  Malaysia  Vancouver  or  604-689-8899. 


Real  Escapes  by  Taylor  Antrim 


's  end:  Costa 
a's  secluded 
ila  Papagayo 


ife   uying  a  new  home  on  Costa  Rica's  northern 
Pacific  coast  means  confronting  an  awkward 
H  dilemma.  Chances  are  you're  drawn  to  this  slim 
Central  American  country  for  its  wild,  virgin 
scape,  its  teeming  rain  forests,  active  volcanoes  and 
s  of  wide-open  beaches.  So  should  you  really  build  a 
e  here?  After  all,  real  estate  development  involves  a 
y  unforgiving  relationship  between  homes  and  trees, 
ng  the  Costa  Rican  coastline  enough  to  want  to  put 
n  roots  here  is  perhaps  one  good  reason  to  reconsider 
gjust  that. 

rhere's  no  way  to  develop  anything  without  being 
iptive,"  acknowledges  Bob  Wilson,  director  of  sales 
famarindo  Preserve,  a  new,  low-density  real  estate 
lopment  in  the  surf  town  ofTamarindo.Tamarindo 
erve's  master  plan  calls  for  235  stand-alone  homes 


Coast 


Benefit 

Costa  Ricas  northern  Pacific 

region  is  home  to  pristine 
beaches, unspoiled  rain  forest — 
and  a  luxury  real  estate  boom. 
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and  40  condos  (in  three-story  structures) 
spread  along  just  eight  percent  of  a  600- 
acre  coastline  parcel.  Prices  range  from 
$500,000  to  $4.5  million,  and  a  portion 
of  sales  will  endow  a  nature  conservancy 
dedicated  to  protecting  the  fragile  wet- 
lands and  estuary  that  cover  much  of  the 
property.  Such  good  intentions  haven't 
stopped  some  of  the  town  residents, 
mostly  North  American  and  European 
transplants,  from  grumbling  when  they 
see  trees  coming  down.  "One  expat  was 
telling  me  how  perfect  it  was  here  20  years 
ago  when  he  first  arrived,"  Wilson  says. 
"Truthfully  it  was  more  perfect  500  years 
ago.  If  we  wanted  to  do  the  right  thing 
we  would  all  tear  down  our  homes  here, 
reforest  and  leave." 


villas  available  in  the  $3  to  $6  million 
range,  and  there  is  the  in-town  devel- 
opment of  Tamarindo  Preserve,  with  its 
plans  for  luxuriously  appointed  homes 
with  indoor-outdoor  living  spaces  and 
private  gardens,  all  connected  by  path- 
ways, boardwalks  and  even  some  aerial 
paths  through  the  treetops.  "We're  the 
anti-traditional  gated  development,"  says 
Wilson,  citing  the  property's  decision  not 
to  build  a  golf  course  (too  high-impact) 
and  its  proximity  to  Tamarindo's  many 
restaurants  and  cafes.  "We  want  you  to 
interact  in  the  town.  We  sell  Tamarindo 
as  an  amenity." 

That  proximity  to  town  appealed  to 
Kitty  Keck,  an  investor  and  photographer 
from  L.A.,  who  has  bought  what  will  be  a 


Costa  Rica  and  specifically  a  private  v 
at  the  Four  Seasons  on  Papagayo  wasl 
easy  first  choice  for  him.  "This  place  hd 
all  for  me.  The  infrastructure  is  bell 
than  anywhere  I've  seen  in  the  Caribbll 
or  Central  America,  and  the  people  I 
the  best,  very  educated,  a  very  proud  pjl 
pie."  Papagayo  is  a  model  for  a  cernl 
kind  of  proliferating  development  in  I 
area:  It's  a  carefully  planned  resort  en] 
ronment,  with  an  Arnold  Palmer  gj| 
course,  plans  for  a  future  marina  and 
Four  Seasons  hotel.  Real  estate  oppi 
tunities  here  are  varied,  from  the  Fd 
Seasons  private  estate  homes  (most 
which  have  already  sold,  in  the  $1.6  to) 
million  range),  fractional  ownership  in 
Four  Seasons  Residence  Club  (pril 
$169,500  to  $222,500  for  a  l/12th  shai 
and  separately  managed  beachfront  estji 
lots  and  condominiums  starting  at  S. 
million  and  $1.7  million  respectively.  I 
Papagayo's  seclusion  has  lured  hial 
profile  buyers  and  guests  (Sloss  says  B|l 
Pitt  and  Angelina  Jolie  were  his  fi I 
renters).  In  years  to  come,  more  enclail 
like  this  will  appear:  A  Mandarin  Orien| 
gated  resort  will  be  built  down  the  coast| 
open  in  2009,  and  AOL  cofounder  Stfli 
Case  has  announced  plans  for  a  nesuj 
$800-million  resort  development 
conjunction  with  the  Miraval  spa  bran 
the  first  phase  of  which  will  be  completl 
by  2010. 

Which  is  a  lot  of  development  for 
"unspoiled"  natural  paradise.  Such  projei 
bring  jobs  and  improved  infrastructui 
but  striking  the  right  balance  betwe 
development  and  conservation  is  a  chq 
lenge — one,  perhaps,  best  managedl 
Costa  Ricans  themselves.  Jessica  4 
Rossi,  a  local  consultant  who  liaises  h| 
tween  private  developers  and  the  go 
ernment,  has  some  sensible  advice  1 
would-be  real  estate  tycoons.  "They  net 
to  realize  for  their  own  sense  of  their  bus 
ness  that  they  have  to  help  preserve  if 
country  as  it  is.  Preserve  it  or  they  woi 
have  anything  left  to  sell."  • 

Tamarindo  Preserve,  011-506-653-292, 
www.tatnarindopreserve.com;  Four  Seasdi 
Resort  Costa  Rica  at  Peninsula  Papagai 
011-506-6 96-0000,  www.fourseasons.cl 
/Costarica;  Peninsula  Papagayo,  (866)  7(A 
7444,  www.peninsulapapagayo.com. 


Many  homes  at  Tamarindo  Preserve  feature  generous  outdoor  living  spaces  and  beach  views. 

two-bedroom,  1,800-square-foot  home 


Optimists  say  that  the  ongoing  real 
estate  boom  in  this  small  northwestern 
corner  of  Costa  Rica  is  appropriately 
concentrated.  "It's  relatively  small  and 
controlled  areas  where  this  is  happening," 
says  Danilo  Arias,  general  manager  of 
Sotheby's  International  Realty  Costa  Rica. 
And  according  to  national  law,  all  the 
beaches  must  remain  public.  Even  the 
most  exclusive  gated  luxury  communities 
can't  restrict  access  to  the  waterf  ront. 

So  the  trick  for  responsible  home-buy- 
ers who  love  Costa  Rica's  natural  beauty  is 
to  seek  out  developers  with  ecologically 
sound,  low-impact  plans — and  to  decide 
whether  to  choose  a  bustling  town  envi- 
ronment or  a  cloistered  resort  community. 
Tamarindo  is  the  former,  less  than  an 
hour's  drive  from  the  international  airport 
at  Liberia,  and  the  only  real  beach  town 
of  any  size  along  the  northwestern  coast. 
Pioneering  surfers  came  and  bought 
beachfront  parcels  here  decades  ago,  and 
some  of  them  started  quiet  hotels  or 
B&Bs  to  serve  more  surfers  and  eco- 
tourists.  Today,  in  upscale  neighborhoods 
such  as  Playa  Langosta,  there  are  princely 


here  for  her  and  her  family.  Having  served 
on  the  board  of  a  foundation  that  gives 
grants  to  environmental  groups,  she  also 
liked  the  development's  conservationist 
approach.  "The  nature  preserve  is  the 
unique  thing  about  this  development,"  she 
says.  "I  was  totally  impressed  by  what  they 
were  attempting  to  do. 

"I  find  the  simplicity  in  Costa  Rica 
very  nurturing,"  she  adds,  though  "sim- 
plicity" gives  a  somewhat  misleading 
impression  of  what  her  time  here  is  like. 
On  a  recent  visit  she  spent  one  day  hiking 
a  volcano,  another  day  river-rafting 
and  then  a  third  zip-lining  in  the  jungle 
canopy.  "You've  never  experienced  any- 
thing until  you've  experienced  howler 
monkeys  mocking  you,"  she  says. 

The  more  cosseted  environment  of 
Peninsula  Papagayo — a  gated  resort  area 
that's  home  to  the  Four  Seasons  and  a 
sheltered  contrast  to  Tamarindo — better 
appealed  to  retired  insurance  executive 
Ray  Sloss.  Sloss  has  traveled  heavily  in  the 
Caribbean,  Central  America  and  Mexico, 
and  when  he  decided  to  buy  a  home, 
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Unmatched  resources. 
Impeccable  client  service, 
a  track  record  of  distinction. 


Las  Vegas,  NV  -  $5,995  million    mls#  577194 


To  view  this  and  thousands  of  other  exceptional  homes, 
visit  coldwellbankerpreviews.com 


We  handle  an  average  of  $131  million  dollars  in  luxury  home  sales  every  day*  For  the  experience,  the  knowledge  and  the  resources 
that  make  a  difference,  take  advantage  of  the  Coldwell  Banker  Previews  International"  program. 


a  based  on  closed  and  recorded  transaction  sides  of  homes  sold  for  one  million  dollars  or  more  as  reported  by  independently  owned  and  operated  affiliates  in  the  Coldwell  Banker®  franchise  system  for 
the  calendar  year  2006.  It  should  be  used  for  comparison  purposes  only.  Although  Coldwell  Banker  Real  Estate  LLC  deems  this  Information  to  be  reliable,  it  is  not  guaranteed. 

S2007  Coldwell  Banker  Real  Estate  LLC.  All  Rights  Reserved.  Coldwell  Banker®,  Previews®  and  Coldwell  Banker  Previews  International®  Are  Registered  Trademarks  Licensed  To  Coldwell  Banker 
Real  Estate  LLC.  An  Equal  Opportunity  Company.  Equal  Housing  Opportunity!?/.  Each  Office  Is  Independently  Owned  And  Operated. 


PERSONAL  PILOT  INCLUDED 

GENIUS. 


The  world's  most  desired  personal  aircraft  with  a  feature  not  available  from 
any  other  aircraft  manufacturer  -  a  personal  pilot.  CIRRUS  ACCESS"  puts  a 
Cirrus-trained  professional  pilot  at  your  side  teaching  you  how  to  fly,  piloting 
your  Cirrus,  when  you'd  rather  be  a  passenger,  and  handling  all  the  details  of 
managing  your  airplane.  Immediately  enjoy  the  freedom,  fun,  and  exhilaration 
of  personal  aviation  with  CIRRUS  ACCESS. 


CIRRUS 


PLANE  GENIUS' 


call  for'.a  demo  flight   I   800.701.5359  I  visitcirrusdesign.com 


CIRRUS  DESIGN  CORPORATION  ALL  RIGHTS  RESERVED 


by  Bernadette  Bernon 


he  charter  Bonnie  Lynn 
an  accommodate 
p  to  six  overnight  guests. 


he  72-foot,  gaff-rigged  topsail  schooner  ■:  -,o 
Lynn  is  one  of  the  most  unique  boats  in  the 
Maine  schooner  fleet.  Built  of  steel  to  the  ex- 
ig  standards  of  her  live-aboard  owners,  Earl  and 
nie  MacKenzie — he's  a  master  seaman,  she's  an  ac- 
plished  chef — Bonnie  Lynn  is  an  offshore  cruising 
:1  of  exceptional  beauty.  Below  she's  paneled  in  teak 
mahogany  and  lit  with  traditional  brass  lights,  with 
i  air-conditioned  guest  cabins  that  have  adjoining 
Is.  Bonnie  Lynn  is  equipped  with  up-to-date  naviga- 
and  communication  equipment,  including  satellite 
le.  In  June  2008,  she  sails  to  Nova  Scotia,  then  south 
[aine  and  New  England  for  the  summer  and  fall.  Price 
•jeek  is  $9,500 for  two  and  up  to  $12,000 for  six,  includ- 
ill food  and  beverages,  www.schoonerbonnielynn.com. 


Down 


East 


Idle 
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Pride  and  Boye 


JACK  BOYE,  WHO  STARTED  ONE  OF  THE  FIRST  DISCOUNT-BROKERAGE 
firms,  as  well  as  one  of  the  largest  wholesale  execution  firms,  is  the  only  American  to 
have  completed  the  grueling  BOC  Single-Handed  Around  the  World  Race,  OSTAR 
(a  solo  transatlantic  contest)  and  the  French  Route  du  Rhum.  This  man  knows  boats, 
and  he  has  the  thrilling  sea  stories  to  prove  it.  He  and  his  wife,  Susan,  a  registered  nurse 
and  passionate  chef,  live  aboard  their  57-foot  catamaran  Pride  in  the  Caribbean  November 
through  June,  and  enjoy  sharing  their  love  of  sailing  by  taking  guests  on  a  premier  charter- 
ing experience  in  the  Virgin,  Leeward  and  Windward  islands.  Their  favorite  cruising 
ground  is  the  National  Wildlife  Refuge  of  the  Spanish  Virgins,  where  the  snorkeling, 
diving  and  scenery  are  pristine.  Pride  is  a  beautifully  appointed  yacht,  with  four  queen-size 
en-suite  cabins  and  plentiful  diversions,  including  a  glass-bottom  two-person  kayak,  snor- 
keling gear  and  rendezvous  diving.  Weekly  rates  range from  $12, 000 for  two  up  to  $1 6, 000 for 
six,  including  gourmet  meals  and  all  beverages,  www.yachtpride.com. 


YOU  TURN  ME  ON 

The  Torqeedo  Cruise 
electric  motor,  harnessing 
the  power  of  a  six-horsepowe 
outboard,  is  the  emission- 
free  alternative  for  boats  witl 
displacement  of  up  to  three 
tons.  It's  not  only  one  of  the 
most  efficient  but  also  one 
of  the  most  powerful  24-volt 
motors  available.  Folding, 
short-shaft  and  long-shaft 
models  are  available 
from  $1,599  to  $2,299. 
www.  westmarine.com. 


DRAFT  DODGER 

The  subdued  rumble  of  the 
engine,  the  sparkling 
stainless-steel  and  aluminum- 
framed  windshield,  the 
subtle  tumble-home  curve 
to  the  stern — all  combine  to 
make  the  Vanquish  24  a 
head-turner.  Designer  Doug 
Zurn  has  created  a  shallow- 


draft  flyer  that  can  rise 
up  on  a  plane,  provide  a 
soft  ride  and  stable  turns  at 
speed,  and  deflect  spray 
with  her  considerable 
bow  flare.  Her  76-gallon  fuel 
capacity  gives  her  a  wide 
range.  The  Vanquish  24 
draws  just  19  inches;  the 


prop  shaft  is  built  into  a 
pocket,  allowing  the  motor  to 
be  mounted  lower  in  the 
boat  and  providing  a 
straighter  prop-shaft  angle, 
better  performance  and  less 
exposure  to  the  running  gear. 
$109,000.  (315)  482-7500, 
www.  vanquishboats.com. 
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thing  Rest  For  Mind 


It's  what  you've  been  craving.  Peaceful  sleep  without  a  struggle.  That's  what  1,2 and  3  mg tablets 

Lunesta®  is  all  about:  helping  most  people  fall  asleep  quickly,  and  stay  asleep  all  through  the  night.  It's  not  only 
arcotic,  it's  approved  for  long-term  use.  So  you  can  feel  comfortable  taking  it  night  after  night.  Talk  to  your 
cor  first  before  using  sleep  aids  for  extended  periods.  Tonight,  just  close  your  eyes,  and  leave  the  rest  to  Lunesta. 
Find  out  how  to  improve  your  sleep  habits  at  www.lunesta.com.  Or  call  1-800-Lunesta. 

RTANT  SAFETY  INFORMATION:  Lunesta  works  quickly,  and  should  be  taken  right  before  bed.  Be  sure  you  have  at  least 
lours  to  devote  to  sleep  before  becoming  active.  Until  you  know  how  you'll  react  to  prescription  Lunesta,  you  should  not  drive 
rate  machinery.  Do  not  use  alcohol  while  taking  Lunesta.  Most  sleep  medicines  carry  some  risk  of  dependency.  Side  effects  may 
e  unpleasant  taste,  headache,  drowsiness  and  dizziness.  See  important  patient  information  on  the  next  page.      ©2006  sepracor  the 


Lun^sta 

— "pszopiclone)c 

1.2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA 
before  you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is 
not  meant  to  take  the  place  of  your  doctor's  instructions.  If 
you  have  any  questions  about  LUNESTA  tablets,  be  sure  to 
ask  your  doctor  or  pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems, 
such  as  difficulty  in  falling  asleep,  difficulty  in  maintaining 
sleep  during  the  night,  and  waking  up  too  early  in  the  morning. 
Most  people  with  insomnia  have  more  than  one  of  these 
problems.  You  should  take  LUNESTA  immediately  before 
going  to  bed  because  of  the  risk  of  falling 

LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better.  Insomnia  is 
often  transient  and  intermittent.  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  1 0  days  up  to  2  weeks.  If  your 
insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that 
may  require  more  prolonged  use  of  sleep  medicine. 
However,  you  should  not  use  these  medicines  for  long  periods 
without  talking  with  your  doctor  about  the  risks  and  benefits 
of  prolonged  use. 

Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night.  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness. 

To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day.  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  are  taking  LUNESTA  or 
any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause 
drowsiness  and  are  best  avoided  while  taking  LUNESTA. 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by 
your  doctor.  Never  change  your  dose  without  talking 
to  your  doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 

Memory  Problems 

Sleep  medicines  may  cause  a  special  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine. 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine.  Memory  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane  flight  and  the  person  wakes  up  before 
the  effect  of  the  medicine  is  gone.  This  has  been  called 
"traveler's  amnesia."  Memory  problems  have  been 
reported  rarely  by  patients  taking  LUNESTA  in  clinical 
studies.  In  most  cases,  memory  problems  can  be  avoided  if 


you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again.  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems 

•  Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than  a 
few  weeks,  they  may  lose  their  effectiveness  in  helping  you 
sleep.  This  is  known  as  "tolerance."  Development  of  tolerance 
to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months]  duration.  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally 
not  necessary.  Some  people,  though,  have  chronic  sleep 
problems  that  may  require  more  prolonged  use  of  sleep 
medicine.  If  your  sleep  problems  continue,  consult  your  doctor 
who  will  determine  whether  other  measures  are  needed  to 
overcome  your  sleep  problems. 

Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses.  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to 
avoid  withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have  a 
higher  chance  of  becoming  addicted  to  sleep  medicines.  This 
possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 

Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the  medicine  has 
been  used  for  only  a  week  or  two.  In  mild  cases,  withdrawal 
symptoms  may  include  unpleasant  feelings.  In  more  severe 
cases,  abdominal  and  muscle  cramps,  vomiting,  sweating, 
shakiness.  and,  rarely,  seizures  may  occur.  These  more 
severe  withdrawal  symptoms  are  very  uncommon  Although 
withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA, 
there  is,  nevertheless,  the  risk  of  such  events  in  association 
with  the  use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia."  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the  medicine. 
If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own 
after  1  or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your 
own.  Always  follow  your  doctor's  directions. 

Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior.  These 
effects  are  not  common.  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

•  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used.  Clinical  experience 
with  LUNESTA  suggests  that  it  is  rarely  associated  with 
these  behavior  changes. 

It  is  also  important  to  realize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by 
an  illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems 
that  do  not  improve  may  be  due  to  illnesses  that  were  present 
before  the  medicine  was  used.  If  you  or  your  family  notice 


any  changes  in  your  behavior,  or  if  you  have  any  und 
disturbing  thoughts,  call  your  doctor  immediately. 

Pregnancy  And  Breastfeeding 

Sleep  medicines  may  cause  sedation  or  other  pi  I 
effects  in  the  unborn  baby  when  used  during  the  lasll 
of  pregnancy.  Be  sure  to  tell  your  doctor  if  you  are  pr 
if  you  are  planning  to  become  pregnant,  or  if  you  q 
pregnant  while  taking  LUNESTA. 

In  addition,  a  very  small  amount  of  LUNESTA  may  be  | 
in  breast  milk  after  use  of  the  medication  The  effects i 
small  amounts  of  LUNESTA  on  an  infant  are  not  I 
therefore,  as  with  all  other  prescription  sleep  medicin! 
recommended  that  you  not  take  LUNESTA  if  you  are 
feeding  a  baby 

Safe  Use  Of  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  or  am 
sleep  medicine,  you  should  observe  the  following  ca| 

1  LUNESTA  is  a  prescription  medicine  and  shot 
used  ONLY  as  directed  by  your  doctor.  Follow 
doctor's  instructions  about  how  to  take,  when  tl 
and  how  long  to  take  LUNESTA. 

2.  Never  use  LUNESTA  or  any  other  sleep  medial 
longer  than  directed  by  your  doctor. 

3.  If  you  notice  any  unusual  and/or  disturbing  thi 
or  behavior  during  treatment  with  LUNESTA 
other  sleep  medicine,  contact  your  doctor. 

4.  Tell  your  doctor  about  any  medicines  you  nf 
taking,  including  medicines  you  may  buy  witl 
prescription  and  herbal  preparations.  You  shoul 
tell  your  doctor  if  you  drink  alcohol.  DO  NOT  use  a 
while  taking  LUNESTA  or  any  other  sleep  media 

5  Do  not  take  LUNESTA  unless  you  are  able  to  gi 
more  hours  of  sleep  before  you  must  be  active 

6  Do  not  increase  the  prescribed  dose  of  LUNES 
any  other  sleep  medicine  unless  instructed  bj 
doctor 

7.  When  you  first  start  taking  LUNESTA  or  any) 
sleep  medicine,  until  you  know  whether  the  ma 
will  still  have  some  effect  on  you  the  next  dai 
extreme  care  while  doing  anything  that  rel 
complete  alertness,  such  as  driving  a  car.  op8 
machinery,  or  piloting  an  aircraft. 

8  Be  aware  that  you  may  have  more  sleeping  proi 
the  first  night  or  two  after  stopping  any  sleep  me* 

9  Be  sure  to  tell  your  doctor  if  you  are  pregna 
you  are  planning  to  become  pregnant,  if  you 
pregnant,  or  if  you  are  breastfeeding  a  baby 
taking  LUNESTA. 

10  As  with  all  prescription  medicines,  never 
LUNESTA  or  any  other  sleep  medicine  with  af| 
else.  Always  store  LUNESTA  or  any  other  sleep  men 
in  the  original  container  and  out  of  reach  of  chilli 

11.  Be  sure  to  tell  your  doctor  if  you  suffer  from  deprei 

12.  LUNESTA  works  very  quickly.  You  should  onlj| 
LUNESTA  immediately  before  going  to  bed. 

13.  For  LUNESTA  to  work  best,  you  should  not  take  il 
or  immediately  after  a  high-fat,  heavy  meal. 

14  Some  people,  such  as  older  adults  (i.e.  ages  61 
over)  and  people  with  liver  disease,  should  star! 
the  lower  dose  (1  mg)  of  LUNESTA.  Your  doctoj 
choose  to  start  therapy  at  2  mg.  In  general,  a! 
under  age  65  should  be  treated  with  2  or  3  mg. 

15.  Each  tablet  is  a  single  dose:  do  not  crush  or  I 
the  tablet. 

Note:  This  summary  provides  important  information  i 
LUNESTA.  If  you  would  like  more  information,  ask 
dsctor  or  pharmacist  to  let  you  read  the  Pi  esc  r 
Information  and  then  discuss  it  with  him  or  her. 

Rx  only 


(ff)  SEPRACOR 
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Forty  1°  North: 
not  your  avera 
rest  stop 


AYE,  AYE ,  CAPTAIN 


Ship  Simulator 

from  Lighthouse 
Interactive  of  the 
Netherlands  puts  you  at 
the  helm  of  some  of  the 
most  varied  and  detailed 
ships  to  be  found  at  sea — 
from  massive  cargo  ships  to 
high-speed  powerboats — 
where  you'll  need  to  perform 


a  multitude  of  tasks,  all 
set  within  a  stunning  3-D 
environment.  Navigate 
Rotterdam,  Hamburg  and 
San  Francisco  harbors, 
make  landfall  at  Phi  Phi, 
Thailand,  and  overcome  a 
series  of  hair-raising 
challenges  in  between.  About 
$55.  www.shipsim.com. 


Hacker-Craft 
mixes  contemporary 
with  classic. 


irilding  a  Better  Mousetrap 

11,  JOHN  HACKER  UNVEILED  THE  RUNABOUT  KITTY  HAWK— A  VIRTUOSO 
of  craftsmanship  with  a  deep-V  hull  that  was  revolutionary  in  its  time.  Guy  Lombardo 
it  one;  so  did  the  King  of  Siam. Today,  Hacker-Craft  sport  boats  and  runabouts  still  turn 
— Donald  Sutherland,  Tommy  Hilfiger  and  Jon  Bon  Jovi  have  them — and  they're  still 
m-built  one  at  a  time  by  hand  from  Honduran  mahogany,  but  with  modern  flourishes, 
sport  larger  engines;  state-of-the-art  epoxy  lamination  and  bonding  techniques;  beefed- 
mking  and  framing;  custom-cast,  solid-stainless  fittings;  and  exquisite  joiner  and  var- 
rark — no  less  th  an  1 2  coats .  Pricing  begins  at  around  $1 10, 000,  depending  on  size  and  style. 
r-Craft  also  offers  custom  and  contemporary  designs.  (518)  543-6666,  www.hackerboat.com. 


HOW  THE  OTHER 
HALF  DOCKS 

A  new  marina  club  has  made 
a  splash  in  Rhode  Island's 
Newport  harbor. 
North  is  a  beautiful  docking 
and  yacht-service  facility, 
set  in  the  heart  of  downtown, 
that  accommodates  yachts 
up  to  250  feet  within  a 
private  enclave  that  includes 
concierge  service,  parking, 
an  outdoor  waterfront  bar 
and  a  superior-class  private 
restaurant  open  only  to 
members.  If  you  moor  your 
boat  in  the  harbor,  you 
can  also  use  club  facilities, 
dinghy  dock  and  restaurant 
by  joining  for  a  week  ($150) 
or  for  the  summer  ($350); 
this  fee  is  credited  to  your 
food  and  beverage  account. 
New  applications  will  be 
accepted  in  the  spring  of 
2008.  (401)  846-8018, 
www.41no.com. 
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Accommodation:  Luxury  hotels  and  beach  front 
In  TOBAGO...  B&B's,  eco  lodges,  dive  lodges  and  guesthouses. 

thew  s  always  something  b  do. 

Events  2007: 

•  October  21st  Blue  Food  Festival 
(a  Festive  celebration  of  Tobago's  indigenous  food) 

•  October  19th  -  November  1st  National  Tourism  Week  Celebration 

•  December  26th  Tobago  Colours  Kite  Flying  Festival 

Events  2008: 

•  February  4th  -  5th  Trinidad  and  Tobago  carnival 

•  March  Tobago  Game  Fishing  Tournament 

•  April  26th  -28th  Plymouth  Jazz  Festival,  Tobago 

(ranked  among  the  top  ten  international  music  festivals) 

•  May  Culinary  Festival 

For  more  info:  Tel  1  868  639  2125  •  www.visittobago.gov.tt  •  email:  contact@visittobago.gov.tt 


villas, 


o 


Health  by  Stephanie  Cooperman 


ast  September,  John  Mattos  was  unloading  the 
-  trunk  of  his  car  when  a  jolt  of  pain  down  his 
"  lower  back  sent  him  tumbling  to  his  knees.  For 
hs  he  shuttled  between  five  doctors  in  Charlotte, 
1  Carolina,  but  nerve-root  injections,  a  cocktail  of 
relievers,  even  participation  in  a  clinical  trial  for 
r  procedure  didn't  change  his  condition.  "I  was 
>ny.  I  only  felt  comfortable  lying  on  the  ground.  I 
n't  sit.  I  couldn't  drive.  I  couldn't  work,"  he  said, 
actors  finally  decided  he  needed  surgery  for  a  her- 
1  disc,  but  Mattos,  a  52-year-old  production  man- 
vasn't  ready  for  the  second  shock — this  time  to  his 
book.  "I  was  quoted  prices  from  $35,000  to  $60,000 
e  operation.  I  didn't  believe  it.  I  had  already  spent 
0  and  still  couldn't  walk  without  a  cane."  So  he 
it  a  plane  ticket  to  India. 

April,  Mattos  underwent  spinal  surgery  at  Wock- 
Hospital  in  Bangalore.  He  was  supervised  by  a 
of  six  physicians,  who  gave  him  their  cell  phone 
iers  in  case  he  had  any  questions.  He  recuperated  in 
e  with  floor-to-ceiling  windows  that  overlooked  a 
n.  A  team  of  chefs  made  sure  he  was  happy  with  his 
.  A  housekeeper  did  his  laundry.  Two  hours  after  he 
up  postsurgery  he  was  being  led  through  physical 
py  exercises.  Four  days  later  he  walked  around  a 
market  and  bought  his  wife  a  sari.  After  two  weeks 


Patient 
Travelers 

Tummy  tuck  in  Mexico? 
Hip  surgery  in  Bangkok? 
Despite  some  risks, 

medical  tourism  is 
becoming  a  global  boom. 
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OPEN  HEART  SURGERY 
IN  THE  U.S.:  $100,000. 
OPEN  HEART  SURGERY 
AT  WOCKHARDT  IN  INDIA: 


and  18,000  miles  in  air  travel,  Mattos  re- 
turned home  and  went  back  to  work.  His 
total  bill,  including  airfare,  came  to  less 
than  $7,000.  In  July,  he  took  a  2,000-mile 
motorcycle  trip  with  his  sons — cane-free. 

"My  quality  of  life  has  improved  dras- 
tically," Mattos  said.  "Even  if  I  had  the 
cash,  I  would  go  back  to  Wockhardt  for 
surgery.  They  did  in  hours  what  it  took  my 
doctors  in  the  U.S.  weeks  to  accomplish." 

Josef  Woodman,  author  of  Patients 
Beyond  Borders:  Everybody's  Guide  to  Afford- 
able, World-Class  Medical  Tourism,  esti- 
mates that  more  than  150,000  Americans 
went  abroad  for  medical  care  in  2006. 
Many  are  uninsured,  self-employed  or 
looking  to  defer  the  average  $10,000  to 
$12,000  in  insurance  premiums  a  familv 
of  four  now  pays  a  year.  Some  need  joint 
replacements  or  stem  cell  therapies  not  yet 
approved  by  the  FDA.  Others  want  to 
return  from  an  overseas  vacation  with 
larger  breasts  and  flatter  stomachs.  All  are 
searching  for  quality  health  care  at  dis- 
count prices,  sometimes  finding  savings  of 


$7,500 

up  to  90  percent.  Foreign  hospitals  are 
more  than  willing  to  cut  through  the  red 
tape  and  offer  Americans  fast,  efficient 
services  in  state-of-the  art  facilities  com- 
plete with  luxury  suites,  on-call  concierges 
and  personal  chauffeurs.  Time  to  sightsee? 
Just  icing  on  the  cake. 

Medical  tourism,  or  traveling  for  med- 
ical care,  is  not  a  new  phenomenon.  The 
ancient  Greeks  came  from  across  the 
Mediterranean  to  Epidauria,  sanctuary  of 
the  healing  god  Asklepios.  Roman  Britons 
went  to  Bath  to  heal.  Today,  Americans 
with  a  valid  passport  have  their  choice. 
India,  Thailand,  Singapore  and  Hong 
Kong  are  popular  medical  travel  destina- 
tions. Costa  Rica,  Argentina,  South  Africa 
and  Brazil,  specializing  in  elective  and 
plastic  surgery,  are  leading  the  pack  in  cos- 
metic tourism.  Shuttles  even  run  between 


border  states  and  Mexico  for  Amer 
looking  for  root  canals  and  dental  en 
at  dirt-cheap  prices.  For  those  who 
help  negotiating  the  world  of  disc 
medical  care,  an  entire  industry  of  mid 
men  has  sprung  up.  Rudy  Rupak,  pres 
of  Planet  Hospital,  an  agency  that 
nects  patients  with  38  hospitals  il 
countries,  says  his  website  gets  more 
45,000  unique  visitors  a  month. 

Though  the  options  are  seemingly 
less,  buyers  ought  to  beware.  Ingrid  Lc 
the  CEO  of  Surgical  Attractions,  a  SI 
Africa-based  cosmetic  tourism  comj 
warns  patients  to  look  beyond  the  j 
tag.  "If  I  were  entrusting  my  body  to  scj 
one  for  surgery,  I  wouldn't  go  automati 
with  the  cheapest  option.  I  might  do 
if  I  was  getting  a  room  refurbished,  bu 
not  a  good  option  for  your  body. " 

Medical  tourists  should  also  con^ 
why  services  are  inexpensive:  Is  it  a  n 
favorable  exchange  rate  or  a  lack  of  r 
practice  insurance  that  accounts  for) 
discount?  Hospital  oversight  rules 
in  each  country  and  postprocedure 
is  limited  to  phone  calls  and  e-mails  < 
you  return  home.  Frustrated  patients  I 
little  recourse  to  sue  foreign  doctors  f 
the  U.S. 

Joint  Commission  In| 
national,  a  nonprofit  ord 
ization,  does  offer  a  red 
nizable  stamp  of  approva 
has  accredited  140  hosp? 
overseas  and  will  double 
number  in  the  next  two  years  to  keep 
with  the  demand  for  medical  tourisr 
still  far  less  than  one  percent  of  the  woj 
hospitals.  "Accreditation  is  not  a  guai) 
tee  but  a  risk-reduction  activity,"  i 
Karen  Timmons,  JCI  President  , 
CEO,  adding  that  people  need  to  do  tl 
homework  before  they  get  on  a  pla 
"Patients  should  be  most  concerned  w 
the  continuity  of  care  and  ask  questic 
Do  staffers  speak  their  language? 
they  have  patient  advocates?  Interpret 
What  do  you  do  in  case  of  emergency: 
Wockhardt  is  not  only  JCI-accredil 
but  is  also  affiliated  with  Harvard  Med 
International — a  nonprofit  subsidiary 
Harvard  Medical  School — which  helj 
ease  the  mind  of  William  Allen,  61,  M 
traveled  to  the  hospital's  Mumbai  brar 
last  December.  Ultimately  it  was  the  ex] 
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ifience  euphoria  men  ► 


experience  the  provocative,  sexy  fragrance  of 
euphoria  men  by  Calvin  Klein  with  this  deluxe  gift  set, 
a  $108  value,  yours  for  $70 


euphoria  euphoria 


e  of  his  doctor  that  sold  him.  Allen,  a 
inary  dentist  in  Lake  Worth,  Florida, 
ed  a  hip  replacement  but  had  heard 
>r  stories  from  colleagues  who  weren't 
to  work  on  large  animals  again  after 
:omplex  surgery.  He  opted  for  hip 
facing,  which  replaces  parts  of  the 
)int  while  conserving  more  bone  than 
tional  hip  replacement.  Since  hip 
facing  is  a  newly  FDA- approved  pro- 
re,  he  couldn't  find  an  American  doc- 


drinking  the  water.  There,  the  view  from 
the  back  of  a  limo  on  the  way  to  the  hos- 
pital can  provide  quite  a  culture  shock. 
Bangalore's  infamous  traffic — cars,  mo- 
torcycles, auto  rickshaws,  even  cows  and 
monkeys  all  racing  like  an  out-of-control 
amusement  park  ride — was  John  Mattos' 
first  vision  of  India.  After  a  few  days  of 
sightseeing,  he  had  some  advice  for  future 
Wockhardt  patients:  "Bring  your  own  wet 
wipes,"  he  said.  "Lots  of  them." 


FACELIFT  IN  THE  U.S.: 
15,000.  A  FACELIFT 
HROUGH  AIR  LIFT  INC. 
I  GUADALAJARA,  MEXICO: 


ho  had  performed  the 
ery.  The  doctor  he 

1  at  Wockhardt  had 
more  than  a  thousand, 
anted  someone — for- 
or  not — with  a  lot  of  history  to  work 
y  sacred  joint,"he  said.  "If  you're  going 
ke  a  gamble,  that's  the  one  to  take." 
total  cost  of  his  surgery,  hospital  stay 
light  came  to  under  $10,000 — more 
$30,000  less  than  a  hip  replacement 

2  States. 

doctor's  experience  can  be  the  back- 

of  an  entire  medical  tourism  opera- 
Air  Lift,  Inc.,  has  sent  600  people  to 
ialajara,  Mexico,  in  the  last  six  years 
le  exclusive  services  of  Dr.  Jose  Guer- 
ltos,  a  plastic  surgeon  with  U.S.  train- 
'I  gave  a  face-lift  to  the  U.S.  Consul 
uadalajara's  wife  40  years  ago,"  Dr. 
rrosantos  said.  "Now  the  Americans 

coming."  That  face-lift  today  costs 
30  compared  to  $15,000  in  the  U.S. 

Ostenson,  a  52-year-old  pharma- 
cal  researcher  from  Littleton,  Color- 
had  a  lower  face-lift  two  years  ago. 
jut  so  much  trust  in  "Dr.  G."that  when 
Iso  woke  up  with  swollen  lips,  she  at- 
ted  them  to  his  artistry.  "If  he  thought 
:ded  bigger  lips  then  I  needed  bigger 
'  Ostenson  said.  She's  headed  back  to 
ico  for  more  work  in  December, 
ledical  tourists  flock  to  countries 
•e  travelers  are  often  cautioned  against 


$3,000 


tourism,  which  looks  more  like  a  five- 
star  hotel  than  a  hospital  that  logs  in  over 
400,000  foreign  patient  visits  annually. 
The  property  has  lush,  tropical  landscap- 
ing, marble  floors,  a  Starbucks  and  Au 
Bon  Pain,  and  Japanese  and  Italian  restau- 
rants to  help  patients  feel  at  home.  Most 
medical  tourism  destinations  offer  pa- 
tients a  choice  of  hotels  to  stay  in  after 
their  surgery,  personal  drivers  and  assis- 
tants who  do  everything  from  contacting 
family  members  back  home  to  arranging 
shopping  excursions. 

While  many  foreign  hospitals  that  at- 
tract Americans  also  have  travel  agents  on 
the  premises,  cosmetic  tourism  companies 
are  more  likely  to  use  their  locations  as 
selling  points.  Beverly  McCarter,  who  has 
run  Air  Lift,  Inc.,  since  2001,  advises  her 
clients  to  stroll  around  Lake  Chapala, 
now  one  of  the  biggest  American  retire- 
ment communities  in  Mexico,  or  head  to 
a  Guadalajara  flower  market.  Plenitas, 
based  in  Buenos  Aires,  is  known  for  bund- 
ling face-lifts  with  tango  lessons,  but  its 
location  offers  something  for  everyone. 


Hospitals  work  hard  to  insulate  foreign 
patients  from  the  less-than-savory  aspects 
of  their  surroundings,  especially  since  high 
plane-ticket  costs  mean  most  patients 
travel  alone.  Bangkok's  thick-as-pea-soup 
pollution  and  oppressive  heat  can  be  eas- 
ily forgotten  after  stepping  into  Bumrun- 
grad  International,  the  goliath  of  medical 


"Patients  here  get  beaches,  snowcapped 
mountains,  great  waterfalls  and  then 
Buenos  Aires,  where  they  can  have  a  good 
time  at  night — see  a  show,  go  dancing," 
said  Juan  Ruano,  a  marketing  manager. 
He  warns,  of  course,  that  those  who  get 
any  work  done  below  the  waist  should 
skip  the  tango  lessons  altogether  and  face- 
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In  an  age  when  any  hotel  can  claim  5-star  facilities,  it's  the  people  that  make  the  difference.  And  it's  our  staff 
that  makes  our  stars  shine  brightly,  at  prime  locations  in  major  cities  worldwide.  For  business  or  leisure,  you 
deserve  the  Laurel  touch. 

Evergreen  Laurel  Hole!  (Keeluny,  Taiwan) 

Tel:886  (0)2  2427  9988      Fax:886  (0)2  24S2  8642 
K-mail  elhklgw  evergreen -hotels  com 

I-  vergreen  Laurel  Hotel  (Taipei,  Taiwan) 

Tel:886  (0)2  2501  9988      Fax:886  (0)2  2501  9966 
I: -mail  elhlpe  ti  evcrgrcen-hotch  com 

Evergreen  Laurel  Hotel  (  laichung,  Taiwan) 

Tcl:886(0)4  2313  9988      Fax:886(0)4  2313  8642 
E-maiLelhtcyti  cvcrgreen-hotels.com 

Evergreen  Plaza  Hotel  (Tainan,  Taiwan) 

Tel:886  (0)6  289  9988      Fax:886  (0)6  289  6699 
F.-mailxeouV^  tseevcrgreen  com  tw 

Evergreen  Laurel  Hotel  (Bangkok) 

Tcl:66  (0)2  266  9988      Fax:66  (0)2  266  7222 
E-mai I :c I hbkkiu  evergreen-hotels.com 

Evergreen  Laurel  Hotel  (Penang) 

Tel:60  (0)4  226  9988      Fax:60  (0)4  226  9989 
E-mail xlhpen  ii  evergrccn-hotels.com 

Evergreen  Laurel  Hotel  (Paris) 

ih      Tel:33  (0)1  47  58  88  99      Fax:33  (0)1  47  58  88  88 
\W       I  -m, nl  eilip.ir'i/ evcrgreen-hoteK.com 

Evergreen  Marinoa  Hotel  (Eukuoka) 

Tel:81  (0)92  895  5511       Fax:8l  (0)92  895  5522 
E-mail :hotel(ti  evergreenmannoa  com 

Evergreen  Transit  Hotel 
(Taiwan  Taoyuan  Int'l  Airport) 
leL886  (0)3  383  4510      Fax:886(0)3  383  4610 
E-mail  elh.t2(ajevergrccn-hotels  com 


X  EVERGREEN  INTERNATIONAL  HOTELS 

Global  Reservations  /  TEL.  886  (0)2  2504  8800  / 
E-MAIL:  reservation@evergreen-hotels.com 
Reginal  Sales  Office  -  Singapore  /  TEL:  65  6225  531 8  / 
E-MAIL:  eicsin@singnet  com.sg 
www.evergreen-hotels.com 


lift  patients  should  always  wear  the  rec- 
ommended hat  and  scarves  outside. 

Sometimes  the  destination  itselt  in- 
spires people  to  get  a  little  nip  and  tuck. 
Caryn  Joyce,  a  49-year-old  administrator 
from  Atlanta,  was  planning  to  use  a  free 
ticket  to  South  Africa  when  she  learned 
about  Surgical  Attractions.  "Pregnancy 
is  a  plastic  surgeon's  best  friend.  My  son 
weighed  in  at  ten  pounds,  13  ounces,"  she 
said.  "I  missed  my  prepregnancy  body." 
Joyce  went  on  her  perfect  vacation  in 
February:  the  breast  reduction  and  tummy 
tuck  shed  always  wanted,  along  with  walks 
on  the  waterfront,  craft  shopping  and  fine 
dining — with  postcard-worthy  Cape  Town 
scenery  as  the  backdrop.  "Even  my  operat- 
ing room  had  a  stunning  view  of  Devil's 
Peak,"  she  said. 

As  medical  costs  continue  to  soar  along 
with  the  numbers  of  uninsured,  underin- 
sured  and  those  with  skyrocketing  deduct- 
ibles, so  too  will  the  demand  for  medical 
tourism.  Foreign  hospitals,  more  than 
happy  to  welcome  American  patients  and 
their  dollars,  will  continue  to  roll  out  the 
red  carpet,  offering  quick  testing,  a  broad 


range  of  procedures  and  extraordinary  sav- 
ings. Even  so,  doctors  in  the  U.S.  shouldn't 
worry  about  empty  waiting  rooms  any- 
time soon.  Insurance  companies  offer  few 
incentives  for  Americans  to  gather  their 
medical  records  and  cross  time  zones  for 
treatment.  Most  won't  reimburse  patients 
for  overseas  procedures,  and  there  aren't 
many  promising  signs  that  they  will  on 
a  grand  scale  anytime  soon.  "The  U.S. 
spends  $2  trillion  on  health  care,  and  in- 
surance companies  keep  five  percent  of 
that.  You  do  the  math,"  said  Uwe  Rein- 
hardt,  a  health-care  economist  at  Princeton 
University.  Medical  tourism  seems  to  be 
a  growing  niche — but  still  a  niche... for 
the  time  being. 

Planet  Hospital's  Rudy  Rupak  says  the 
future  of  health  care  in  this  country  may  be 
a  new  rubric  altogether.  "I  quickly  realized 
if  I  waited  for  the  insurance  companies  to 
work  with  me,  I'd  be  waiting  forever,"  he 
said.  Just  last  month,  he  introduced  his 
own  Diaspora  Insurance,  a  combination  of 
medical  tourism  and  insurance.  Partici- 
pants receive  rudimentary  treatment  in  the 
U.S.  but  must  go  overseas  for  nonemer- 


Outsourcec 
Operations 

PATIENTS  BEYOND  BORDERS: 
EVERYBODY'S  GUIDE  TO  AFFORD* 
WORLD-CLASS  MEDICAL  CARE 
By  Josef  Woodman  (Healthy  Travel 
Media),  $23.  A  comprehensive  how-t 
guide  for  planning  a  medical  trip  abr* 

PLANET  HOSPITAL 
(800)  243-0172,  www.planethospitall 
Connects  patients  with  38  hospitals  i 
13  countries.  An  optional  $395  conef 
fee  covers  administration  expenses, 
transportation  to  and  from  the  hospital 
24-hour  in-country  support  and 
communication  resources. 

MEDICAL  TOURISM  DESTINATION 

BRANCHES  IN  MUMBAI.  BANGALOF 
HYDERABAD, CALCUTTA  AND  NAGF 
(800)  730-6373, 
www.wockhardthospitals.net 

Popular  procedures:  open-heart  surge| 
knee  replacement,  hip  resurfacing 


BUMRUNGRAD  INTERNATIONAL 
BANGKOK,  THAILAND 
011-66-2667-1000, 
www.bumrungrad.com 
Popular  procedures:  angioplasty,  stent 
joint  replacements,  cancer  treatment, 
prostate  surgery 

COSMETIC  TOURISM  DESTINATIO 

SURGICAL  ATTRACTIONS 
CAPE  TOWN  AND  JOHANNESBURG, 
SOUTH  AFRICA 
011-27-11-880-5122, 
www.surgicalattractions.com 
Popular  procedures:  breast  augmentat 
breast  lift  or  reduction,  tummy  tuck 

PLENITAS 

BUENOS  AIRES.  ARGENTINA 
(877)  639-0703,  www.plenitas.com 

Popular  procedures:  breast  augmentati 
and  lifts,  liposuction,  penis  enlargemei 
hair  transplant 

AIR  LIFT  INC. 

GUADALAJARA,  MEXICO 

(888)  988-8896,  www.airliftinc.com 

Popular  procedures:  tummy  tuck,  facel 

blepharoplasty  (eyes)  and  brow  lift 


gencv  care.  So  far  he's  paired  with  hospiti 
in  El  Salvador.  Another  bonus?  "You  ci 
visit  coffee  plantations,  take  a  tour  of  vc 
canos  or  the  Mayan  ruins."  • 


The  new  Fairmont  Turnberry  Isle  Resort  &  Club  invites  you  and  yours  to  be  our  special 
guests  this  holiday  season.  We  recently  completed  a  $100  million  transformation,  so  celebrating 
the  holidays  here  is  like  unwrapping  a  wonderful  new  gift!  You'll  enjoy  a  luxurious  new  room 
or  suite,  play  two  championship  courses  redesigned  by  World  Golf  Hall  of  Famer  Raymond 
Floyd,  and  discover  the  healing  forces  of  the  renovated  Willow  Stream  Spa.  Come  December, 
you'll  enjoy  Michael  Mina's  BOURBON  Steak  restaurant  and  a  new  lagoon-style  pool 
featuring  a  waterslide  and  lazy  river  ride.  Reserve  our  "All  the  Best"  Package  and  receive  a 
daily  $50  resort  credit  per  room  for  dining,  golf,  spa,  shopping  and  more.  We  look  forward 
to  making  your  holidays  even  happier. 


For  reservations  or  more  information,  please  contact  your  preferred  travel 
professional,  call  1  888  380  2227  or  visit  www.fairmont.com/tir/forbes 


Electronics  by  Thomas  Jackson 


NetWorksGo 

S   ■■ 


here's  nothing  revolutionary  about  the  new  Wi-Fi 
Internet  table  radios.  On  balance,  they're  little  more 
than  a  rearrangement  of  existing  technologies  and  a 
fresh  way  to  access  something  that's  been  online  for  years. 
But  modest  as  they  might  seem,  these  gizmos  accomplish 
something  truly  significant:  They  make  Internet  radio 
easy.They  do  so  by  cutting  the  middleman — your  PC — 
out  of  the  equation.  Back  in  the  dark  ages  of  the  medium 
(last  year,  that  is),  the  computer  was  the  primary  way  to 
access  streaming  music.  Tapping  in  required  searching  the 
ether  for  the  station  you  wanted,  then,  provided  you 
weren't  satisfied  with  your  computer's  tinny  sound  system, 
figuring  out  how  to  get  the  music  to  play  through  your 
stereo's  speakers.  The  average  civilian  stalled  on  the  first 
step,  never  mind  the  second.  But  now,  in  one  life-simpli- 
fying gesture,  these  table-toppers  present  the  whole 
world  of  online  radio — or  at  least  a  large  chunk  of 
it — with  the  user-friendliness  of  a  pop-up  toaster. 

Both  of  the  models  shown  here,  the  Tivoli 
NetWorksGo  and  Tangent  Quattro,  use  an  interface 
similar  to  that  of  Sirius  and  XM  satellite  radio. 
Stations  are  presented  by  genre,  decade  or  country 
of  origin.  With  a  few  flicks  and  clicks,  you  can  be 
listening  to  classical  music  from  New  York,  elec- 
tronica  from  Istanbul,  jazz  from  Paris  or  that  indie- 
rock  station  in  Minnesota.  The  radios  trump  their 
satellite  counterparts  in  a  few  ways.  For  one,  there's 
no  subscription  fee.  Moreover,  they  work  anywhere  in 
the  world — ideal  for  expats  and  jet-setters.  Most  impor- 
tant, they  offer  almost  unlimited  musical  variety.  If  a 
genre  exists,  there  is  a  webcast  out  there  dedicated  to  it. 
Of  course,  sound  quality  can  vary  from  station  to  station, 
and  unlike  radios  that  broadcast  Sirius  or  XM,  these  re- 
quire a  broadband  Internet  connection. 

The  real  catch,  however,  is  the  battle  royale  currently 
raging  between  webcasters  and  the  recording  industry, 
which  is  demanding  a  royalty  for  every  time  a  song  is 
played,  whether  the  "station"  is  a  big-budget  op- 
eration or  some  kid  in  his  dorm  room.  If  industry 
demands  are  met,  hundreds,  maybe  thousands,  of 
stations  could  shut  down,  silencing  Internet  ra- 
dios everywhere.  Then  again,  HD-DVD  might 
win  the  format  war,  leaving  legions  with  useless  Blu-ray 
players — or  vice  versa.  The  iPhone  might  turn  out  to  be  a 
complete  bust.  Such  are  the  risks  of  the  digital  life.  • 

Tangent  Quattro,  $350,  www.ftrebox.com;  Tivoli  NetWorksGo, 
available  early  '08,  www.tivoli.com. 


Pandora's 
Boom  Box 

Give  these  radios  a 
Wi-Fi  connection,  and 

they'll  give  you  the  work 


100  I  FbrbesLife 
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7V  Heart  of  Hawaii 


Papakolea  (Green  Sand  Bi 


ou're  in  Hawai'i,  surrounded  by  hundreds  of  tourists,  and  you  ca 

but  ask  yourself,  "Where's  the  secluded  destination  I'd  hoped  for? 

worry:  The  Islands  are  filled  with  so  many  off-the-beaten-path  spot 
soon  be  singing  the  Aloha  state's  praises.  Here's  a  guide  to  help  you  full 
wildest  road-less-traveled  dreams. 


Although  the  Big  Island  is  most  famously  known  for  Hawai'i  Volcanoes  National  Pai) 
all  that  this  333,000-acre  region  has  to  offer  is  an  impossible  task.  Instead,  opt  for  a  perj 
tour  by  Warren  Costa  of  Native  Guide  Hawai'i.  He'll  take  you  on  a  hike  to  witness  rq 
lava,  teach  you  about  ancient  Hawaiian  culture  and  give  you  a  lesson  on  the  area's  geol) 

Another  must-see  natural  wonder  is  Papakolea,  or  Green  Sand  Beach.  Green  olivine 
released  from  an  eroded  cinder  cone  form  this  uniquely  hued  bay,  and  in  calm  condit) 
can  make  your  way  down  the  cliffside  for  a  swim.  Just  be  sure  to  leave  the  green  sail 
beach  for  others  to  enjoy. 

Need  a  place  to  rest  your  head?  The  Waikoloa  Beach  Marriott  Resort  &  Spa,  situate 
sun-kissed  Kohala  Coast,  recently  completed  a  multimillion-dollar  renovation,  which 
a  new  bilevel  Mandara  Spa,  a  heated  infinity  pool  and  more  than  60,000  square  feet  c 
and  outdoor  meeting  space.  Plus,  all  of  the  resort's  guest  rooms  have  been  completely 
and  feature  contemporary  Polynesian  and  Asian  decor. 


To  experience  Kaua'i's  fabled  Na  Pali  Coast  away  from  the  masses,  hop  in  a  24-foot 
Captain  Andy's  Raft  Expeditions.  The  approximately  six-hour  adventure  includes  a  stop  at  an 
snorkeling  spot,  a  hike  into  an  ancient  Hawaiian  fishing  village  and  a  tour  through  giant  sea 

Looking  for  another  adrenaline-pumping  thrill?  Find  it  at  Kaua'i's  North  Shore.  Pfl 
Ranch  Adventures'  exclusive  zipline  course  will  send  you  soaring  over  pristine  val 
trekking  across  a  high-perched  suspension  bridge.  A  dip  inside  a  waterfall-fed  swimrm 
serves  as  the  tour's  outstanding  finale. 


On  Moloka'i,  kupuna  (elders)  come  together  every  Sunday  from  5  to  7  p.m.  at  fo| 
Ranch  to  perform  old  Hawaiian  songs  and  hula  dances.  Dubbed  as  Kupuna  Night  andi 
panied  by  'ukulele  playing,  this  is  a  rare  chance  to  watch  as  Hawaiian  culture  is  pass<| 
younger  generations. 


ADVERTISEMENT 


iile  other  tourists  are  hitting  the  beach,  escape  to  Ali'i  Kula 
ider  Farm  on  the  slopes  of  Maui's  Haleakala  volcano.  Relax  - 
will  take  over  as  you  meander  through  25 ,000  lavender  plants 
eat  yourself  to  the  farm's  lavender-infused  lunch. 
;p  the  indulgence  going  by  traveling  to  Tedeschi  Vineyards  in 
antry  Maui.  A  guided  tour  of  the  winery  will  foster  your  con- 
:ur  status,  but  the  real  draw  is  the  tasting  room,  which  was  built 
)ttage  in  1874  for  King  David  Kalakaua,  where  you  can  try  the 
elling  pineapple-and-passion-fruit-flavored  wine. 

tSffla***  t£7£e*z/ <JZ$&t/ 
eduled  for  completion  in  2011 .  The  Villas  at  Royal  Lahaina 
jast  two-  to  four-bedroom  luxury  villas  along  the  sandy  shores 
'anapali  Beach.  A  private  jet  service  between  Maui  and  the 
md  U.S.  is  creating  the  development's  biggest  buzz. 


\  waves  breaking  beneath  your  feet,  the  wind  brushing  across 
ace,  the  warm  sun  on  your  back  —  now  this  is  surfing.  But  wait, 
better:  Not  only  is  Hawaiian  Fire  Surf  School  run  by  Honolulu 
irefighters,  but  you'll  learn  how  to  hang  ten  at  a  secluded  spot. 


Want  a  break  from  WaikikI?  O'ahu  has  some  of  the  most  beauti- 
ful and  quiet  beaches  around.  Head  to  the  island's  eastern  shores  to 
find  Waimanalo  Beach,  or  head  further  north  to  Kailua  where  you 
can  meet  up  with  Twogood  Kayaks  for  a  guided  kayak  tour  to  the 
two  Mokulua  islets. 


Dive  sites  on  Lana'i  are  regarded  as  some  of  the  best  in  the 
world.  To  get  up  close  and  personal  with  this  underwater  haven, 
your  best  bet  is  an  outing  with  Trilogy  Lana'i  Ocean  Sports.  Two 
spots  on  its  hit  list  are  First  Cathedral  and  Second  Cathedral  — 
named  so  because  once  you  sink  down  into  the  submerged  lava 
tubes,  the  sun's  rays  create  a  light  show  with  a  spectacular 
stained-glass  effect.  ■ 


Ok 


O'ahu  Visitors  Bureau  www.visit-oahu.com 
Waikoloa  Beach  Marriott  Resort  &  Spa  www.marriott.com 


SPAS 


to      enrich  your 


Coastal  Trek  Health  &  Fitness  Resort 

Vancouver  Island,  British  Columbia 

Guiding  you  on  the  path  to  health  &  fitness... 
Coastal  Trek  Health  &  Fitness  Resort  is  a  luxury  health  resort 
specializing  in  health,  fitness,  wellness  and  weight  management. 
Hiking,  yoga,  exercise,  spa,  gourmet  cuisine 
and  luxury  accommodations. 

250-897-8735 
www.coastaltrekresort.com 


Deerfield  Spa 

Pocono  Mountains,  PA 

You  will  be  immersed  in 
beauty  and  charm  in  our 
tranquil  valley.  Full  hiking  and 
exercise  programs,  relaxing  mas- 
sages and  pampering.  SpaFinder 
Readers'  Choice  Award  Winner. 

800-852-4494 
www.deerfieldspa.com 


Lake  Austin 
Spa  Resort 

Austin,  TX 

Gather  your  friends, 
or  even  your  colleagues,  for  a 
lakeside  spa  escape  to  one  of  the 
country's  top  destination  spas! 

Nestled  in  the  scenic  Texas  Hill  Country, 

Lake  Austin  Spa  Resort  offers 
all-inclusive  packages  featuring  casually 
elegant  accommodations,  world-class 
spa  treatments,  healthy  gourmet  cuisine 
and  unlimited  fitness/discovery  pro- 
grams. And  with  only  40  guest  rooms, 
we  give  you  as  much  -  or  as  little  - 
attention  as  you  need. 

Call  today  and  let  us  create  a 
custom  spa  experience  for  you 
or  your  group. 

800-847-5637 
www.lakeaustin.com 


Green  Mountain  at  Fox  Run 

Ludlow,  VT 

A  retreat  for  women  tired  of  struggling  with  their  weight. 
Our  unique  approach  to  weight  loss  has  the 
highest  documented  success  rate  in  the  country. 
Consider  the  possibility  of  lasting  change 

at  Green  Mountain  at  Fox  Run. 
Successfully  helping  women  lose  weight 

without  dieting  since  1 973, 
nestled  in  Vermont's  Green  Mountains. 

800-448-8106 
www.fitwoman.com 


DBTIflflTlofe 


Rancho  La  Puerta 

Baja,  California  (near  San  Diego] 

Enjoy  America's  finest  year-round  climate  at  the 
fitness  resort  and  health  spa  that's  been  changJ 
for  67  years. . .  located  just  over  the  border  from  j 
(complimentary  transportation  provided).  One-week 
the  best  of  instructors  teaching  classes  in  yoga,  I 
tai  chi,  guided  hikes  (on  our  own  3,000  acres  of  ij 
and  meadows),  water  aerobics  (three  pools)  plus  n 
cooking  classes  held  at  our  new  cooking  set] 
in  the  midst  of  the  Ranch's  organic  farm  ! 
877-440-7778 
www.rancholapuerta.com 


(PMMPA 

'  Spas  to  enrich  your  life.  ^ 


COPPERHO 

Inn  &  S 

Shandaken,  Ne 
Two  hours  fronl 
this  elegant  Europfl 
destination  spa  provi 
mountain  setting,  t 
facilities,  flavorful  hea 
weight  loss  and  deto 
and  a  range  of  spa  sa 
for  rejuvenating  bod 
845-688-2* 
www.copperhoc 


The  Oaks  at  Ojai 

Ojai,  California 

The  Oaks  at  Ojai  is  truly  the  stress  free  spa  vac 
At  The  Oaks  we  will  cook  for  you,  take  you  on  i 
inspire  you  with  yoga,  and  relax  you  with  < 
Ojai  river  rock  massage.  Discover  why  gue 
return  to  The  Oaks  again  and  again. 
Affordable  bliss  awaits  you. 

800-753-  6257 
www.oaksspa.com 
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OLYMPIC  GOLD: 
1908-2006 


THE  ULTIMATE 
ACHIEVEMENT  OF 
A  LIFE  IN  SPORTS 


Above:  1988  Winter  Games 

Calgary,  Canada 
Designer:  Frederic  Peter 
Bonnie  Blair  Cruikshank 

Right:  Gymnast  Pendant 

George  Bedewi 
Gold,  Diamond 
Nadia  Comaneci 


Above:  1992  Winter  Games 

Albertville,  France 
Designer:  Lalique 
Bonnie  Blair  Cruikshank 

Below:  1936  Olympic  Games 

Berlin,  Germany 
Designer:  Giuseppe  Cassioli 
Ralph  Metcalfe 


National  Jewelry  Institute  at  The  Forbes  Galleries 


EVERY  TWO  YEARS,  THE  OLYMPIC  GAMES,  WHICH 
alternate  between  the  summer  and  winter,  provide  a 
golden  opportunity  for  thousands  of  athletes  from 
around  the  world  to  show  off  their  extraordinary  ath- 
letic abilities.  But  only  the  best  of  the  best  get  to  take 
home  the  coveted  Gold  Medal.  The  National  Jewelry 
Institute's  new  exhibit,  "Olympic  Gold:  1908-2006," 
on  view  at  The  Forbes  Galleries  through  December  29, 
2007,  spotlights  the  medals  won  by  approximately  50 
Olympic  and  Paralympic  athletes  over  the  past  100  years. 
Also  on  display  will  be  some  of  these  amazing  competitors'  personal  memorabilia, 
including  pins,  pendants,  watches,  necklaces  and  other  medals  and  awards. 

By   Brian   Scott   L  1  p t o n 
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Proud  Supporter  of  the  U.S.  Olympic  Team 
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Above:  Watch 
Patek  Philippe,  1948 
Gold,  crystal,  leather 
Dick  Button 

elow:  World  Champion  Ring 

Jostens,  1976 
Gold,  diamond,  glass 
Ralph  Metcalfe 
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The  medals  themselves  are  not  merely  prizes,  but  symbols  of  the  athletes'  indomitable 
spirit  and  the  Games'  noble  nature.  The  first  medal,  given  out  for  the  London  1908 
Olympic  Games,  was  designed  by  Bertram  Mackennal;  it  featured  two  female  figures 
on  the  obverse,  placing  a  laurel  crown  on  the  head  of  a  young  victorious  athlete,  and 
the  figure  of  St.  George,  England's  patron  saint,  on  the  reverse. 

The  medals  for  the  Olympic  Winter  Games  were  often  a  representation  of  the  host  country  or 
city.  The  landscape  of  Lake  Placid,  New  York,  can  be  found  on  the  1932  Olympic  Winter  Games 
medal,  which  was  won  by  speed  skater  Jack  Shea,  the  first  of  generations  of  his  family  (including 
his  son  and  grandson)  to  be  an  Olympian. 

Figure  skater  Dick  Button  earned  his  medals  —  on  which  snow  crystals  were  engraved  on  both 
the  reverse  and  obverse  sides  —  in  the  1948  Olympic  Winter  Games  in  St.  Moritz,  Switzerland, 
and  the  1952  Olympic  Winter  Games  in  Oslo,  Norway,  which  also  boasted  snowflakes  as  well  as  a 
pictogram  of  the  Oslo  Town  Hall.  Another  great  skater,  Dorothy  Hamill,  was  victorious  in 
Innsbruck,  Austria,  in  1976,  where  the  medal  featured  an  image  of  the  city's  legendary  bridge. 

Bonnie  Blair  Cruikshank  won  speed  skating  events  in  the  1988  Olympic  Winter  Games  in 
Calgary,  Canada;  the  1992  Olympic  Winter  Games  in  Albertville,  France  —  where  the  medals 
were  handmade  out  of  glass  —  and  the  1994  Olympic  Winter  Games  in  Lillehammer,  Norway.  She 
says  of  that  initial  victory:  "There  has  to  be  something  said  for  doing  something  for  the  very  first 
time.  It  had  an  unbelievable  power  and  emotional  tie  to  it  that  is  hard  to  ever  capture  again.  That's 
not  to  say  my  other  wins  were  not  as  sweet;  they  were  just  different." 


Nathalie  Schneyder  BartJeson  Michiel  Bartman  Norman  Bellingham  Eric  Bergoust  Cheri  Blauwet  1  Lesley  Bush  Dick  Button 
Patty  Cisneros  1  Alice  Coachman  Nadia  Comaneci  Bart  Conner  Bonnie  Blair  Cruikshank  Tara  Cunningham  Vonetta  Flowers 
Richard  Fosbury  '  Ronald  Freeman  Manual  "Manny"  Guerra,  Jr.  Gary  Hall,  Jr.  Dorothy  Hamill  Glenn  Hardin  Johnny  Hayes 
"  Eric  A.  Heiden,  MD  Jon  Koncak  Carl  Lewis  Tara  Lipinski  Julia  Mancuso  Andrew  L.  Maynard  Ralph  H .  Metcalfe  Debbie 
Meyer  Shannon  Miller  1  Edwin  Moses  1  Al  Oerter  Jesse  Owens  Derek  Parra  -  Erin  Popovich  '  Jason  L.  Read  Mark  Reynolds 
Diann  RofFe  Jon  Root  Summer  Sanders  Schlopy  Bob  Schul  Jolm  "Jack"  Amos  Shea  Jimmy  Shea,  Jr.  Betsy  Beard  Soilings 
Sharon  Stouder  1  Nick  Taylor  1  Hannah  Teter  '  Thomas  Edward  (Eddie)Tolan   Kerri  Walsh   Donna  Weinbrecht   Kevin  Curtis  Young 


About  the  NATIONAL  JEWELRY  INSTITUTE 


The  National  Jewelry  Institute  (NJI)  wasformed  in  2002  as  a  not-for-profit  institute  whose  mission  is  to  preserve, 
research  and  exhibit  fine  jewelry  from  all  over  the  world.The  National  Jewelry  Institute  has  held  exhibitions  in  NewYork, 
San  Francisco,  Chicago,  Pittsburgh,  London  and  Paris  and  will  regularly  hold  exhibitions  at  The  Forbes  Galleries. 

NATIONAL  JEWELRY  INSTITUTE  For  more  information,  please  contact 

Executive  Offices  lsuljic@nationaljewelryinstitute.org 
40  West  57tn  Street,  20th  Floor  or  visit  www.nationaljewelryinstitute.org. 

NewYork,  NY  10019  •  212-541-9459 

Many  thanks  to  Anheuser  Busch  and  Johnson  8^_Johnson  for  their  support  of  this  program. 


OLYMPIC  GOLD:  1908-2006 
The  Ultimate  Achievement  of  a  Life  in  Sports 

can  be  viewed  at  The  Forbes  Galleries,  located  at  62  Fifth  Avenue  at  12,h  Street, 
New  York,  NY,  from  September  28,  2007,  through  December  29,  2007. 

The  Galleries  are  open  to  the  public  Tuesday  through  Saturday  from  10  a.m.  to  4  p.m.,  free  of  charge. 

:or  additional  information  about  the  exhibition  or  The  Galleries,  please  call  212-206-5548  or  visit  www.forbesgalleries.com. 


This  exhibition  is  presented 
in  cooperation  with 
ed  States  Olympic  Committee 
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one  fraction  of  a  second 


one  defining  moment 


one  extraordinary  feat 


one  incredible  journey- 


one  country  united 


one  leap  of  faith 


amazing  awaits 
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HE    EXCEPTIONAL    IS    OUR  INSPIRATION 


TOURBILLON  ORBITAL® 

WORLD  PREMIERE 
ONE-MINUTE  FLYING  TOURBILLON  •   60  MI  N  U  T  V,  ORIUT 
PATENTED   MOVEMENT   BY  CHRISTOPHE  CLARET 


Always  at  your  service.  Here,  one  of  our  Pages  walks  five  of  our  special  guests  at  the     ^J-J  £    P  E  _N  I       S  LJ  LA 

landmark  comer  of  Fifty-Fifth  Street  and  Fifth  Avenue.To  view  more  Portraits  of  Peninsula  

and  learn  about  the  world's  most  celebrated  hotels,  please  visit  us  at  peninsula.com.  HOTELS 
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By  Brian  Scott  Lipton 


Plan  Your 
_  Great  Escape 


he  Caribbean  offers  the  perfect  escape 
from  the  workaday  world  of  tight 
schedules,  ringing  cell  phones,  beep- 
ing e-mail  and  overbooked  lives.  The  pace 
is  slower  here,  and  provides  the  ultimate 
luxury:  time  to  do  the  things  you  love. 


<s  &  Caicos:  An  Unspoiled  Oasis 

ne  of  the  Caribbean's  most  unspoiled  travel  desti- 
\  nations,  Turks  &  Caicos  is  a  group  of  40  islands 
I  and  cays  where  the  bright  sun  usually  shines,  tem- 
M  peratures  are  warm,  breezes  are  balmy  and  the 

stress  of  everyday  life  seems  millions  of  miles  away, 
lly  eight  of  those  islands  are  actually  inhabited,  with  six  of 
i  —  Providenciales,  Grand  Turk,  Salt  Cay,  North  Caicos, 
ile  Caicos  and  South  Caicos  —  acting  as  the  main  bases 
be  more  than  250,000  tourists  who  arrive  each  year.  (A 
-of-the-art  cruise  ship  terminal  on  Grand  Turk  provides  a 
ing  destination  for  more  than 
a  million  annual  visitors.) 
ch  island  offers  a  different 
rience  for  the  traveler.  Most 
e  islands  are  easily  reachable 
lane  or  boat  from  Providen- 
s,  which  is  home  to  many  of 
:s  &c  Caicos'  finest  luxury 
Is  and  spas,  charming  shops 
first-class  restaurants.  Other 


sightseeing  attractions  located  there  include  Cheshire  Hall, 
the  200-year-old  ruins  of  a  former  cotton  plantation,  the 
annual  Music  and  Cultural  Festival,  and  Grace  Bay,  consid- 
ered one  of  the  finest  beaches  in  the  world. 

Providenciales  is  home  to  Provo  Golf  Club,  an  18-hole  cham- 
pionship course  designed  by  Karl  Litten.  The  course,  which  hosts 
the  famed  Premier's  Cup  tournament,  combines  lush  greens  and 
fairways,  rugged  limestone  outcroppings  and  freshwater  lakes 
for  a  one-of-a-kind  golfing  experience.  Provo  also  features  the 
Fairways  bar  and  grill,  tennis  courts,  a  pro  shop,  a  driving  range, 
professional  instruction  and  a  four-tee  position  system  that 
offers  a  formidable  test  to  all  golfers. 

Less  serious  golf  enthusiasts  can 
indulge  in  this  exciting  sport  at 
the  intimate  nine-hole  Waterloo 
Golf  Club,  located  on  the  grounds 
of  the  Office  of  the  Governor  on 
Grand  Turk.  Providenciales  also 
boasts  the  18-hole  Miniature  Golf 
Club,  which  provides  hours  of  fun 
for  the  entire  family  in  a  breath- 
takingly  beautiful  setting. 


Turks  &  Caicos 


Unspoiled 

Gem 


Though  Turks  &  Caicos  is  just  over  an 
hour's  flight  from  Miami,  this  nation 
of  more  than  40  mostly  uninhabited 
islands  remains  largely  unspoiled  by  tourism 
development.  From  properties  along  world- 
renowned  Grace  Bay  on  Providenciales  to 
secluded  resorts  on  smaller  islands,  Turks  & 
Caicos  offers  secluded  luxury  amid  230 
miles  of  mostly  undeveloped  white-sand 
beaches,  spectacular  diving  and  water 
sports,  and  wild  bird  sanctuaries. 

www.turksandcaicostourism.com 
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Complete  Relaxation 

With  its  unbelievably  gorgeous  weather  — 
Turks  &  Caicos  boasts  an  average  of  350 
sunny  days  every  year  —  there  is  no  better 
spot  for  those  who  love  to  spend  their 
days  luxuriating  on  pristine  beaches. 

Turks  &  Caicos  provides  an  extraor- 
dinarily extensive  coral  reef  system  — 
65  miles  across  and  200  miles  long  — 
making  the  islands  one  of  the  premier 
diving  locations  in  the  world.  Divers  can 
enjoy  excellent  visibility  (up  to  200  feet), 
views  of  abundant  marine  life  and  a 
glimpse  of  old  shipwrecks. 

In  addition,  the  22-mile-wide,  8,000- 
foot-deep  Columbus  Passage,  which  sep- 
arates the  Turks  Islands  from 
the  Caicos  Islands,  serves  as 
a  major  transit  line  for  spot- 
ted eagle  rays,  manta  rays, 
turtles  and  dolphins.  Animal 
lovers  can  also  enjoy  looking 
for  majestic  North  Atlantic 
humpback  whales  around 
the  islands  of  Grand  Turk 
and  Salt  Cay  during  the 
winter  months;  watching  for 
the  wild  pink  flamingos  that 
inhabit  the  North  Caicos; 
or  stopping  by  the  Caicos 
Conch  Farm  on  Providenciales,  where  Caribbean  Queen  conch  are  raised.  There  ; 
also  myriad  opportunities  for  horseback  riding,  deep-sea  fishing  and  windsurfin 

Indeed,  whether  you  want  to  lie  on  the  beach,  perfect  your  golf  handicap,  expU 
the  depths  of  the  ocean,  commune  with  nature,  or  do  all  of  these  things  on  yq 
vacation,  Turks  8c  Caicos  is  one  place  you  simply  have  to  visit. 

Sandals  Resorts:  Kicking  Back  in  Style 

For  over  25  years,  Sandals  Resorts  have  defined  what  it  means  to  be  on  vacatio 
At  12  distinctive,  award-winning  Caribbean  properties  —  many  of  which  ra| 
among  the  most  romantic  hotels  in  the  world  —  guests  can  enjoy  an  abundance) 
amenities  with  the  relaxing  bonus  of  never  having  to  take  out  their  wallets.  Indee 
Sandals  has  refined  the  very  concept  of  all-inclusive  by  elevating  the  level  of  lux 
ries  featured  in  every  visit,  from  teeing  off  on  a  pristine  golf  course  to  indulging! 
gourmet  meals  paired  with  wines  from  top  California  vineyards. 

At  the  18-hole  Sandals  Golf  and  Country  Club  and  9-hole  Sandals  Dunn's  Riv 
Villaggio  Golf  Resort  &  Spa,  both  in  Ocho  Rios,  greens  fees  and  transfers  are  pa 
of  any  stay.  At  Sandals  Negril  Beach  Resort  &  Spa,  guests  taking  a  break  from  t| 
hotel's  seven-mile  beach  —  the  longest  in  Negril  —  can  work  up  an  appetite  at  ti 
professional-grade  sports  complex,  complete  with  tennis,  squash  and  racquetbi 
courts.  Two  other  properties  —  Sandals  Royal  Caribbean  Resort  &  Private  Islai 
and  Sandals  Royal  Bahamian  Spa  Resort  &:  Offshore  Island  —  even  boast  the 
own  private  islands,  where  visitors  may  enjoy  secluded  coves  and  moonlight  dinir^ 

Come  mealtime,  guests  at  all  Sandals  properties  enjoy  gourmet  internationi 


Quzntessentially  English, 
Extraordinarily  Caribbean. 


^y^&ngo  mimosas  on  the 
beach.  High  tea  on  the 
terrace.  Fireside  evening 
cocktails  in  the  sand.  Few  will 

ever  experience  a  world  as 
enchanting  as  this.  And  that 
is  precisely  how  we  always 
intended  it  to  be. 

(J     OCHO  RIOS,  JAMAICA 
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FOR  MORE  INFORMATION,  CALL  YOUR 
TRAVEL  PROFESSIONAL  OR  1-888-48-R0YAL. 
R0YALPLANTATI0N.COM 
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cuisine  and  white-glove  service.  Each  resort  boasts  multiple  dining  options  as 
as  several  well-stocked  bars,  many  featuring  swim-up  service. 

Complimentary  shuttle  transfers  are  offered  between  Sandals  Resorts  in 
same  city,  so  guests  staying  at  one  property  may  also  enjoy  the  beach,  pools 
restaurants  of  a  sister  hotel.  And  if  you  want  to  get  a  first-class  massage  or  fa 
Sandals'  noted  Red  Lane®  Spas  are  popular  with  guests  looking  for  a  little  e! 
pampering  (at  an  additional  charge). 

Ultimate  Luxury 

Even  with  all  the  amazing  amenities 
available,  the  suites  at  Sandals  are  so 
enticing  you  might  never  wish  to  leave 
them.  Imagine  sinking  into  a  bath 
drawn  by  your  very  own  butler,  loung- 
ing in  a  Jacuzzi  built  for  two,  or  dip- 
ping into  a  private  plunge  pool  before 
dining  alfresco  on  your  lush  terrace. 

At  the  Sandals  Grande  Antigua 
Resort  &C  Spa,  the  recently  opened 
Mediterranean  Village  suites  fea- 
ture 42-inch  plasma  televisions, 
custom-designed  mahogany  furni- 
ture and  the  latest  Kohler  Purist® 
bath  and  shower  fixtures.  At 
Sandals  Grande  St.  Lucian,  ten 
new  1,400-square-foot  Rondoval 
Suites  offer  indulgent,  expanded 
versions  of  the  circular  cottages 
first  popularized  at  the  Antigua 

hotel.  Amenities  include  50-inch  plasma  televisions,  soothing  nature-inspired  de| 
elements,  large  private  decks  and  waterfall-equipped  plunge  pools. 

At  Sandals  Royal  Caribbean  Resort  8c  Private  Island  and  Sandals  Negril  Bei 
Resort  8c  Spa,  the  beautifully  furnished  new  River  Suites  feature  lush  patios  J 
direct  access  to  the  lazy  river  and  pool,  as  well  as  extras  like  cozy  outdoor  love  9 
and  custom-stocked  butler's  pantries.  At  the  flagship  Sandals  Montego  Bay,  the  nej 
refurbished  Bay  Roc  Estate  Beachfront  Villa  Suites  evoke  the  glamour  of  bygone  dl 
in  their  design,  while  still  boasting  modern  touches  like  plasma  TVs  and  Jacuzzi  ri 
Guests  of  these  suites  can  also  partake  of  an  exclusive  new  twice-weekly  "Wa 
Dining"  meal  service  set  up  right  on  the  shoreline. 

While  services  vary  depending  on  the  level  of  suite,  some  guests  can  india 
in  24-hour  in-room  dining,  premium-brand  minibars  and  airport  transport  i 
chauffeur-driven  Rolls-Royce  or  Mercedes  500  series.  Guests  of  the  highest-le 
suites  also  have  the  pleasure  of  "Butler  Service"  from  a  staff  trained  and  certif 
by  the  London-based  Guild  of  Professional  English  Butlers. 


Make  Your  Escape 

Clearly,  the  Caribbean  offers  a  host  of  idyllic 
vacation  opportunities  to  help  you  unwind 
from  your  daily  stresses  and  return  rejuvenated. 
So  take  a  moment  to  explore  your  options  and 
envision  yourself  on  an  unspoiled  beach  with 
the  people  you  care  about.  Make  your  day- 
dream a  real-life  adventure.  ® 


WEB  DIRECTORY 

Sandals  Resorts 
www.sandals.com 

Turks  and  Caicos 
www.turksandcaicostourism.co 
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yourselves  amidst  modern  luxury  and  tropical  tranquility  in  the  exclusive  new  Grande  Rondovals  of  Sandals  Grande  St.  Lucian— the  most  exotic  and 
eats  in  paradise.  These  unique  suites-in-the-round  will  encircle  you  with  enchanting  pleasures  of  unprecedented  dimensions.  Inside,  enhanced  natura 
soothe  your  senses  from  the  soaring  conical  ceiling  and  handcrafted  mahogany  furnishings  to  cooling  stone  details,  all  complemented  by  countless 
s  from  a  50"  plasma  TV  and  premium-stocked  bar  to  a  lavish  his  &  her  appointed  bath.  Catering  to  your  every  whim  will  be  an  unobtrusive  English 
ied  personal  butler.  Outside,  a  secluded  garden  oasis  plays  host  to  your  sensuous  outdoor  grotto  shower,  private  plunge  pool,  Jacuzzi  and  a  hammock 
for  two — steps  from  a  breathtaking  beach.  When  it  comes  to  true  love,  what  goes  around... comes  around,  in  a  Sandals  Grande  Rondoval. 

Call  your  Travel  Agent  or 
1-800-SANDALS  sandals.com 


JAMAICA         ANTIGUA         ST.  LUCIA  BAHAMAS 
Unique  Vacations,  Inc.  is  the  worldwide  representative  for  Sandals  Resorts. 


Spas  by  Lorraine  Cademartori 


Roman  bath  area 
at  Caesars  Palace's 
Qua  Baths  &  Spa 


ot  too  long  ago,  travelers  de- 
siring a  genuine  spa  exper- 
ience had  to  book  a  week  at 
3olden  Door,  Canyon  Ranch  or  any 
le  innumerable  destination  spas  in 
ape.  But  now  not  only  are  spas  more  plentiful,  they're 
located  in  some  unlikely  places — at  more  traditional 
ily-style  resorts,  at  smaller,  exclusive  properties  and 
1  as  "spa  suites"  at  larger  international  hotels.  In  fact,  it 
Id  be  hard  to  avoid  the  influence  of  spas  when  you're 
eling,  even  if  you  wanted  to.  Among  the  key  trends: 


Spa-lunkin 


Travelers  no  longer 
need  to  seek  out  spas 

spas  are  coming  to  them. 


HE  FAMILY  VACATION  ISN'T  JUST  A  TREAT  FOR  KIDS 
MORE.  Many  of  the  resort  hotels  around  Walt  Disney 
rid  realized  long  ago  that  too  much  togetherness 
lis  a  weeklong  exercise  in  stress  management,  and 
t  spas  to  help  parents  cope.  Now  other  traditional 
inations  such  as  Williamsburg,  Virginia  (the  Spa  of 
anial  Williamsburg)  and  Hershey  Park  (the  Choco- 

Spa  at  the  Hotel  Hershey)  offer  adult  entertain- 
it  of  the  non-X-rated  variety.  The  newly  opened  Spa 
Colonial  Williamsburg,  created  by  industry  design 
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The  Skinny 

>  The  Spa  at  Colonial  Williamsburg 
www.colonialwilliamsburg.com 
/visitrecreation/spaservices/ 

>  The  Spa  at  the  Hotel  Hershey, 
www.thehotelhershey.com 

>  Qua  Baths  &  Spa,  Las  Vegas, 
www.harrahs.com/qua/ 

>  The  Wauwinet,  Nantucket, 
www.wauwinet.com 

>  Hyatt  Hotels,  www.hyatt.com 


doyenne  Sylvia  Sepielli,  takes  particular 
inspiration  from  the  mineral  springs  in 
the  area,  the  indigenous  Powhatan  tribe's 
sweat-lodge  practices  and  the  18th-cen- 
tury tradition  of  "taking  the  cure."  Services 
include  the  Virginia  Springs  Ritual  and 
the  Williamsburg  Water  Cures  Spa 
Experience — the  latter  a  dry-brush  exfo- 
liation, Vichy  shower  and  an  "Aqua  Latte" 
bath.  (Whether  these  services  are  per- 
formed by  technicians  in  colonial  costume 
remains  unclear.)  The  Chocolate  Spa  at 
Hershey,  meanwhile,  includes  among  its 
offerings  the  perhaps  messy,  if  noncaloric, 
Whipped  Cocoa  Bath,  a  Chocolate  Bean 
Polish  and  the  Chocolate  Fondue  Wrap. 

Another  ballyhooed  spa  debut  took 
place  this  year  in  Las  Vegas,  which,  while 
not  exactly  known  as  ground  zero  of  the 
wellness  movement,  continues  to  recast 
itself  as  a  destination  with  something  for 
all  ages  and  interests.  The  Bellagio  and 
the  Venetian  created  elaborate,  over-the- 
top  spas  a  tew  years  back,  and  last  spring 
Caesars  Palace  opened  Qua  Baths  8c  Spa, 
a  massive  50,000-square-foot,  51 -treat- 
ment-room area  sans  slot  machines.  Qua 
(which  means  "here"  in  Italian)  uses  the 
"Roman"  idea  as  a  jumping-off  point: 
There  are  hydrotherapy  tubs,  Vichy  show- 
ers' and,  of  course,  a  huge,  communal 
Roman  bath  area.  This  being  Vegas,  the 
treatments  are  completely  extravagant: 
Niagara  Falls  (for  a  Vichy  shower,  herbal 
scrub  and  pineapple-papaya  moisturizer), 
Dancing  Waters  ("Seven  Vichy  shower- 
heads  perform  a  water  dance  on  the  seven 
sacred  chakras").  And  what  Vegas  spa  is 
complete  without  a  dream  coach  trained 
in  Jungian  analysis,  or  a  hypnotist  to  help 
you  sleep?  There's  even  an  Arctic  Ice 
Room,  where  the  floors  and  benches  are 
heated  but  the  room  itself  is  kept  at  55 
degrees  and  "falling  snow"  helps  to  "relieve 
your  stress." 

•  HOTEL  SPAS  ARE  NO  LONGER  EXCLU- 
SIVELY THE  DOMAIN  OF  THE  LARGE  LUXURY 
CHAINS.  A  few  years  ago,  high-end  names 
like  Ritz-Carlton  began  upgrading  their 
spas.  Now  you'll  also  find  them  at  inti- 
mate, traditional  properties,  the  kind  of 
places  that  once  viewed  resurfacing  the 
tennis  court  as  a  radical  innovation  and 
whose  clients,  though  they  return  year 
after  year,  might  be  described  as  change- 


resistant.  For  example,  The  Wauwinet  in 
Nantucket  is  a  serene  seaside  retreat  with 
34  guest  rooms  and  cottages;  among  its 
amenities  are  a  private  bay  beach,  after- 
noon sherry  and  port  in  the  library  and 
a  "sherpa"  delivery  service  for  inveterate 
shoppers.  The  atmosphere  is  one  of  quiet, 
simple  indulgence,  and  its  new  Spa  by 
the  Sea  remains  true  to  the  place's  Yankee 
charm:  It's  housed  in  one  of  the  property's 
original,  cedar-shingled  buildings,  has  only 
three  treatment  rooms  and  offers  great 
views  of  the  fog  rolling  in  over  the  bay  The 
quality  of  the  services  is  very  high:  The 
targeted  muscle  massage,  which  involved 
a  type  of  pressure-point  therapy  I  hadn't 
experienced  before,  was  highly  effective, 
and  its  obvious  marketing  gimmick  aside, 
the  "caviar  facial"  was  every  bit  as  luxurious 
as  it  sounds.  Like  all  new  spas,  this  one  was 
working  out  the  kinks,  and  like  many  small 
operations,  it  could  have  used  the  advice  of 
a  spa  consulting  firm,  which  would  have 
pointed  out  the  lack  of  soundproofing,  for 
one,  and  advised  technicians  not  to  bring 
their  cell  phones  into  treatment  rooms,  for 
another.  But  the  point  of  a  spa  at  such  low- 
key  properties  as  The  Wauwinet  is  more 
about  offering  guests  an  activity  option 
that  they  didn't  have  before  rather  than 
relying  on  it  to  draw  new  visitors  to  the  inn 
or  developing  it  as  a  virtual  stand-alone 
business.  The  Wauwinet's  "downtown" 
sister  property,  the  White  Elephant,  re- 
cently opened  a  spa  reflecting  a  similar 
aesthetic:  chocolate  wicker  and  burnished 
caramel  woodwork  against  white  bead- 
board,  classic  wainscoting  and  smart  grass- 
cloth  accents,  all  overlooking  Nantucket's 
picturesque  harbor  and  featuring  a  similar 
service  menu. 

TRAVELERS  WHO  WANT  THE  SPA  EXPER- 
IENCE IN  THEIR  ACTUAL  HOTEL  ROOMS  ARE 
GETTING  THEIR  WISH,  AT  LEAST  AT  THE  IN- 
TERNATIONAL LEVEL.  Leading  the  pack  is 
Hyatt,  which  is  bringing  its  "residential 
spa"  concept  to  all  of  its  new  Park  Hyatt 
properties  and  select  Grand  Hyatts.  In 
2004  the  first  of  these,  Plateau,  opened  at 
the  Grand  Hyatt  Hong  Kong.  Covering 
80,000  square  feet,  it  has  14  "spa  guest 
rooms  and  suites."  Each  contains  a  futon- 
style  bed  and  a  massage  futon  that  can  be 
concealed  in  a  wall  unit.  If  a  guest  requests 
a  massage,  a  butler  shows  up  at  the  door 


and  makes  up  the  massage  table,  therjl 
massage  therapist  arrives  for  the  trea 
ment.  Meanwhile,  the  lavish  bathroomsi' 
with  rain-shower  bars,  benches  and  dei 
soaking  tub — are  suitable  for  just  aboj 
any  wet  treatment  as  well  as  manicures  aj 
pedicures.  "Our  customers  were  lookii 
for  something  different  and  they  didi 
want  that  kind  of  locker  room-type  en\l 
ronment  where  you  change  in  a  comma 
area,  wait  in  a  common  area  and  so  forth 
recalls  Gordon  Tareta,  director  of  spa  oj 
erations  for  Hyatt.  "You  have  the  trea| 
ment  in  the  comfort  of  your  own  roor| 
and  there's  no  one  telling  you  to  get  U 
and  leave  when  it's  over.  You  can  ju) 
relax  and  drift  off  to  sleep."  Grand  Hyal 
Bangkok's  i.sawan  has  five  "cottages,"  eau 
more  than  1,000  square  feet,  attached  by 
private  courtyard  on  the  fifth  floor,  anl 
like  Grand  Hyatt  Hong  Kong,  each  hj 
its  own  buder. 

There's  potentially  a  big  financial  paj 
off  to  "residential  spas,"  notes  Tareta. " 
takes  a  bit  more  choreography  than  the  an 
erage  room,  but  if  a  guest  arrives  at  4  p.nj 
for  an  overnight  stay  and  checks  out  q 
noon  the  next  dav,  we  can  still  offer  the  sp 
suite  as  a  'day  package'  to  another  hoq 
guest,  or  a  resident  of  the  area  or  someorl 
with  a  few  hours'  layover,"  thereby  increaa 
ing  revenue.  Which  is  one  reason  why  th 
soon-to-be-opened  Grand  Hyatt  Moscow 
will  have  spa  suites,  too.  "There  are  mofli 
logistic  issues  because  it's  a  dual-purposi 
approach,  but  it  can  make  very  good  busi 
ness  sense,"  Tareta  says.  "I  would  predic 
we'll  see  a  lot  more  companies  that  will 
that  [create  spa  suites]  and  less  carving  ou 
of  space  for  traditional  spas  in  hotels."  •  1 
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A  choice  to  be  home  in  time  for  cake. 


A  choice  to  do  more.  And  miss  le 


Marquis  Jet  Card""  Owners  enjoy  the  uncompromising  quality, 

itM^r--*^--  consistency  and  safety  of  Netjets  ,  25  hours  at  a  time. 

yW       <k        The  best  fleet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1. 866.538. $201  or  visit  Marquisjet.com. 
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Those  who  know,  know  Halekulani. 


Travel  +  Leisure:  "World's  Best  Service  #  I  in  Hawaii,  June  2007" 

-World's  Best  Hotels.  Top  100" 
2007  Readers  Poll  -  Halekulani  #38  ,  ranked  consecutively  Top  50  since  1996 

Conde  Nast  Traveler:  "Top  5<)  Best  Resort  Spas" 

2006  Readers  Poll  -  SpaHalekulani  #2 

American  Automobile  Association:  "AAA  Five  Diamond  Award" 
2006  La  Mer,  only  Five  Diamond  Restaurant  in  Llawaii  for  17  consecutive  ve|| 

Zagat  Survey:  "America's  Top  100  Hotel  Restaurants" 
(as  featured  in  USA  Today) 

2006  La  Mer  #8  &  Orchids  #44 

Institutional  Investor:  "100  World's  Best  Hotels" 

2006  Halekulanj  #4 

Our  Partners: 

the  Vera  Wang  Suite  at  Halekulani 
Nobu  Waikiki  at  the  Waikiki  Parc  Hotel 


Oh  the  Beath  at  Waikiki 


800.367.2343  www.halekulani.com 
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Sport  by  Todd  Pitock 


i  July,  Lewis  Gordon  Pugh  rode  an  icebreaker  to 
:he  Geographic  North  Pole,  climbed  into  a  Zodiac, 
walked  out  onto  the  ice  where  a  wide  crack  had 
sd  up  an  Arctic  pool  and  dived  in. 
be  water  temperature  was  28.7  degrees  Fahrenheit, 
Pugh,  the  world's  premier  cold-water  endurance 
mer,  swam  for  a  kilometer  (.62  of  a  mile)  wearing 
a  Speedo,  a  cap  and  goggles. 

t  was  the  most  frightening  thing  I  could  imagine," 
Id  me.  "You  can't  see  a  thing.  It's  like  diving  into  a 
black  nothingness.  You  get  that  sense  of  nothing- 
of  absolutely  nothing  underneath  you." 
tie  goggles  fogged  and  froze.  The  water,  he  said,  was 
f  sounds,  a  violent  creaking  of  shifting  ice.  He  felt 
lis  entire  body  was  on  fire. 

e  wanted  a  picture,  he  had  told  me,  that  would 

:k  the  world"  out  of  its  complacency  about  global 

ling.  "Five  years  ago,  after  all,  it  would  not  have  been 

ble  to  swim  at  the  North  Pole. 

'dentists  are  predicting  that  air  temperatures  in  the 

c  will  increase  dramatically  over  the  next  50  years  or 

e  continued.  "It's  going  to  be  catastrophic." 

h  had  met  a  month  before  in  western  Norway, 


Ice  Bear 
Cometh 


Lewis  Gordon  Pugh,th 
world  s  greatest  col< 
swimmer,  can  elevate  hi* 
own  body  tempen 
The  talent  comes  in 
handy  at  the  North 


ForbesLife  ]  117 


f 


where  I'd  gone  to  watch  Pugh  prepare  for 
his  expedition.  He  had  rented  a  house 
with  a  turf  roof  sprouting  purple  flowers 
in  a  bucolic  valley  running  down  to  a 
glacier.  The  region,  Jostedal,  is  lightly 
populated  with  farmsteads  and  meadows 
in  front  of  roaring  waterfalls  and  snow- 
capped peaks,  landscape  features  that 
are  so  commonplace  here  that  there  is 
nowhere  on  the  single  main  road  desig- 
nated a  scenic  overlook. 


Pugh  picked  me  up  at  the  Jostedal  Hotel, 
and  we  drove  ten  minutes  to  Nigards- 
breen,  a  jade-colored  lake  in  front  of  a  gla- 
cier wedged  between  the  mountains. 

At  the  water's  edge,  he  stripped  down 
to  the  Speedo-goggles-cap  uniform. 
That's  all  you  can  wear  for  a  swim  to 
count  according  to  Channel  Swimming 
Association  regulations,  and  Pugh,  a  37- 
year-old  maritime  lawyer,  bided  by  those 
rules  on  swims  in  the  Antarctic,  around 


the  frosty  perimeter  of  South  Afr 
Cape  Peninsula,  and  along  Norwll 
127-mile-long  Sognefjord.  In  additiol 
gelid  waters,  Pugh  has  had  to  worry  aql 
sharks,  polar  bears  and  leopard  seals. 

On  my  visit,  ice  chips  glinted  on 
surface  of  Nigardsbreen.  Pugh,  wnl 
nickname  is  Ice  Bear,  estimated  it  I 
35  degrees. 

"You  should  get  in,"  he  said.  "It's  ncl 
if  you'll  get  an  opportunity  like  this  aga 

Nor  would  I  want  one.  Neverthelei 
removed  my  shoes  and  walked  in  to 
knees.  It  did  not  take  long  to  establish  t 
it  was  as  unpleasant  as  it  looked,  anj 
started  back  to  the  patch  of  lakeside  bed 

"Not  yet,"  Pugh  said.  "You  have  to  s 
in  a  minute  to  get  any  effect." 

"Okay,"  I  said.  "One  Mississippi,  t| 
Mississippi..."  The  water  felt  textuijl 
like  cut  glass,  and  wet  frost  gripped  my  1 1 
and  legs  like  Velcro.  A  chill  percolated  ii 
my  throat,  and  I  could  feel  a  shiver  start 
to  twitch  in  my  jaw.  When  I  moved,  il 
water  stung  like  nettles,  and  when  I 
out,  I  had  no  feeling  in  my  middle  toejl 

Pugh  looked  pleased,  as  if  he'd  foun 
playmate.  No  journalist  had  ever  gonfli 
with  him  before.  "All  you  felt  was  the  cjl 
on  your  skin  and  muscles.  It  didn't  hi 
time  to  get  into  the  bones. That's  when 1 
real  pain  starts.  Now  go  in  completely." 

"I  don't  have  a  bathing  suit." 

"No  one's  around." 

Perhaps  common  sense  would  h? 
been  a  sufficient  argument. 

I  stripped  down  and  got  in.  This  ti 
Pugh  went  in  too,  to  make  sure  I  i 
out — and  that,  I  realized  once  I  enteri 
wouldn't  have  been  a  given  if  I  had  had 
swim  any  appreciable  distance.  Almost 
stantly  my  breath  got  quick  and  shallfl 
putting  me  into  a  state  called  massive  1 
voluntary  hyperventilation.  The  water  1 
like  weights  on  my  arms  and  shouldersi 

"You're  all  right,"  Pugh  said.  "Ok 
relax.  Just  relax.  Breathe  slowly.  Slowly. 

Most  people  who  fall  into  icy  watt 
do  not  die  from  the  cold.  Not  direct 
anyway  Instead,  the  shock  causes  therm 
hyperventilate  and  lose  control  of  thi 
breathing,  and  when  water  makes  conq 
with  their  mouths,  they  inhale  a  lungJ 
and  drown.  The  rare  individual  who  ma 
ages  to  tread  water  will  feel  his  temper 
ture  decline,  eventually  losing  the  capacj 
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THE  CULINARY 
SECRETS  OF  BOSTON'S 
CHINATOWN  REVEALED. 

BUT  ONLY  TO  YOU. 

Going  to  Boston?  Stay  at  the  spectacular  new  Intercontinental 
and  we  can  arrange  a  private  culinary  tour  of  Chinatown's 
off-the -beaten-track  restaurants  and  food  shops.  It's  one  of  the 
'Insider  Experiences'  that  ensure  our  guests  always  get  the  chance 
to  enjoy  the  authentic  and  the  unexpected  at  all  our  destinations. 

Do  you  live  an  Intercontinental  life? 


For  more  details  or  to  make  ^ 

a  reservation,  please  -™ 

call  1  800  424  6835  or  visit  INTERCONTINENTAL. 

intercontinental.com/experiences  hotels*  resorts 


ft  his  tongue,  lips  and  cheeks  to 
md  to  control  his  limbs  as  blood  ' 
around  his  torso  in  an  attempt  to 
e  core.  At  some  point,  sooner  than 
lypothermia  will  lead  to  uncon- 
less  and  he  will  drown, 
own  full-body  immersion  was  less 
)  seconds. 

ien  Pugh  set  the  world  record  for  I 
gest  swim  in  ice  water  of  1,225  me- 
Migardsbreen,  he  swam  for  23  min- 
)  seconds. 


xtreme  swimmers  are  a  small 
community.  The  Winter  Swim- 
ming World  Championships,  an 

■  event  that  can  be  strangely  fes- 
ith  kids  and  zaftig  grandmothers 
ig  into  pools  cut  out  of  ice,  is  not 
lar  Bear  Club.  People  actually  do 
he  Chinese  and  Scandinavians  are 
ipresented,  but  it's  the  Russians 
irive  in  this  particular  cold  war. 
re  like  Kenyans  at  marathons. 

i  Russian  has  ever  beaten  me," 
aid,  more  than  once, 
•ebruary,  the  2008  event  will  take 
I  London,  where  organizers  hope 
re  media  attention.  But  attention 
:omes  when  someone  breaks  new 
.The  sport  is  more  about  achieving 
than  winning  a  competition,  and 
)ils  of  lasting  fame  go  to  its  pio- 
The  first  documented  person  to 
ie  English  Channel  was  Matthew 
n  1875.  Lynne  Cox,  an 
:an,  swum  1.2  miles  in 
tarctic  in  2002,  which 

■  profiled  on  CBS's  60 
b.  She  also  swam  the 
Strait  in  1987. 
t  that's  not  in  the 
Circle,"  Pugh  said,  tap- 
le  spot  on  a  large  and 
ed  map  of  the  world  he 
like  a  general  plotting 

actics.  "I  am  the  only  person  who 
he  Arctic  Circle." He  has  never  met 
Martin  Strel,  who  grabbed  head- 
st  year  when  he  swam  the  entire 
mile  Amazon  and  who  Pugh  also 
:rs  a  rival. 

h  was  born  in  Great  Britain.  His 
was  a  surgeon  rear  admiral  in  the 
Navy,  his  mother  a  homemaker. 
ige  10  to  26  they  lived  in  South 


Africa,  where  at  age  17  he  swam  from 
Robben  Island,  then  the  South  African 
Alcatraz,  to  Cape  Town.  Now,  he  told 
me,  he  lives  out  of  three  bags,  splitting 
time  between  the  United  Kingdom,  the 
Norwegian  Arctic  and  South  Africa. 


Nothing,  that  is,  except  the  Geo- 
graphic North  Pole.  He  and  Cox  had 
swum  at  32  degrees,  which  feels  like  a  car 
wreck  from  the  inside  out.  No  one  had 
ever  swum  below  that,  and  no  one  knew 
what  would  happen. 


A  chill  percolated  into  my  throat,  and 

I  could  feel  a  shiver  starting  to  twitch 
in  my  jaw. When  I  moved,  the  water 
stung  like  nettles,  and  when  I  got  out,  I  had 
no  feeling  in  my  middle  toes. 


"I  always  wanted  to  be  the  first  to  do 
something,"  he  said.  "So  when  I  started 
into  cold-water  swimming,  it  was  still 
new  and  no  one  had  done  these  things. 
Not  to  be  too  grandiose  about  it,  but 
in  a  way  I  see  myself  like  Sir  Edmund 
Hillary.  The  water  was  my  Everest.  Now, 
between  Lynne,  Martin  and  myself,  we've 
hit  all  of  the  world's  major  landmarks. 
There's  really  nothing  left." 


T 


wo  hours  after  wading  into  Nig- 
ardsbreen,  I  was  still  flexing  my 
feet  to  get  the  feeling  back  in  the 
middle  toes  as  we  ordered  lunch. 
"Cheeseburger  and  fries,"  Pugh  said. 
"Burger,"  I  said.  "Hold  the  fries." 
Pugh  looked  over  as  if  I'd  said  some- 
thing effeminate.  "Give  me  his,"  he  said. 
"There  are  no  thin  animals  in  cold  water," 
he  added. 


At  6'1",  Pugh  was  carrying  about  200 
pounds  and  working  on  bulking  up  to  230 
for  the  North  Pole.  Body  fat  helps,  but  it's 
not  what  he  relies  on.  Instead,  Pugh  is  the 
only  person  ever  documented  who  can  el- 
evate his  own  core  temperature. 

He  stands  at  the  water's  edge  listening 
to  music- — Beethoven,  Eminem,  Diddy,  the 
Gladiator  soundtrack — and  goes  through 
mental  exercises.  He  thinks  about  the  ob- 
jective and  feels  aggression  welling  up  in 
him.  By  the  time  he  plunges  headlong  into 
the  water,  his  temperature  has  risen  from 
98.6  degrees  to  a  feverish  101.1. 

He  is  a  subject  of  fascination  to  scien- 
tists, navies  and  search-and-rescue  teams 
thirsty  for  data  about  the  capabilities  of 
the  body  and  mind  in  cold  water.  The 
only  other  extreme-cold-water  immer- 
sion research  anyone  knows  of  was  by  the 
notorious  Nazi  Josef  Mengele,  whose 


methodology,  which  involved  torture,  was 
dubious  and  whose  results  are  morally 
verboten.  Doing  new  research  is  all  but 
out  of  the  question.  Even  if  you  found 
volunteers,  no  ethics  board  would  permit 
experiments. 

"You  just  don't  get  a  chance  to  study 
physiological  responses  to  extreme  cold 
water,"  said  Jonathan  Dugas,  an  exercise 
scientist  at  the  University  of  Illinois  at 
Chicago  who,  along  with  Tim  Noakes, 
studied  Pugh  at  the  Sports  Science  Insti- 
tute of  South  Africa.  "We  were  able  to 
show  that  he  increases  his  body  tempera- 
ture in  anticipation  of  a  cold-water  swim. 
It  allows  him  to  stay  in  the  water  longer." 

That  the  body  adapts  to  cold  is  known: 
Alcatraz  inmates  were  permitted  only 
warm  showers  so  that  any  escapees  would 
feel  the  full  impact  of  San  Francisco  Bay's 
50-degree  water.  For  Pugh,  the  process 
of  adapting  is  willed  and  rapid.  To  train 
for  the  Antarctic,  scientists  put  him  in  a 
specially  designed  swimming  pool,  start- 


ing him  at  46  degrees  for  22  minutes, 
then  lowering  the  temperature  in  each 
.  successive  session. 

"It's  not  that  he  has  superior  physiol- 
ogy," Dugas  said.  "His  real  attribute  is  psy- 
chological. Just  getting  past  the  inhibition 
of  going  into  the  water  in  the  first  place  is 
unusual.  Then,  once  he's  in  the  water,  he 
can  suppress  the  urge  to  get  out,  despite 
his  body  telling  him  he's  really  cold.  That 
he  can  then  swim  normal  freestyle  is  re- 
markable. In  32  degrees  he  swims  like  it's 
a  lap  pool  despite  terrible  pain.  He  has  de- 
scribed it  as  an  ice  cream  headache  all  over 
your  body." 

Most  people  can  muster  courage  or 
find  motivation  for  short  periods  in  ex- 
treme circumstances.  Pugh,  however,  is 
able  to  maintain  and  return  to  the  mental 
state  at  will. 

"You  don't  only  visualize,"  he  told  me. 


"You  have  to  put  yourself  in  the  scene 
and  feel  it,  smell  the  air,  taste  it.  Then  you 
go  for  it." 

Sometimes  tiny  crystals  of  ice  in 
the  water  are  so  sharp  that  they 
cut  into  the  skin,  and  Pugh  has 
emerged  from  the  water  spotted 
with  blood.  After  a  recent  swim,  he  wrote 
in  an  e-mail,  it  had  taken  two  weeks  to  re- 
cover full  use  of  his  hands. 

Andy  Cullens,  a  New  Zealand  native 
who  runs  IceTroll,  a  kayak  and  glacier 
guiding  company  in  Jostedal,  safe-spotted 
Pugh  from  a  kayak  during  his  record- 
breaking  Nigardsbreen  swim.  "The  record 
was  1,200  meters,"  Cullens  recalled.  "For 
the  first  1,000  meters,  he  looked  all  right. 
Right  at  1,200,  he  got  really  disoriented. 
Until  that  point,  he'd  look  at  me  on  every 
stroke,  but  in  that  last  stretch  his  eyes 
got  vacant.  Really  spooky.  But  by  then 
he'd  done  it." 

Not  everyone  enjoyed  watching.  "It 


started  out  like  a  big  party,"  Olav  G 
Jostedal  local  recalled.  "But  then  to) 
the  end  his  face  got  an  expressiorjl 
wasn't  with  us.  He  was  at,  you  kno\|j 
border  [between  life  and  death]."  1 
Kjasrvik,  a  friend  of  Pugh's,  added:  "M 
he  went  in  the  shower,  I  wasn't  sura 
see  him  again." 

But  Pugh  has  another  special  ski] 
ability  to  recover.  Forty  minutes  lat< 
was  giving  interviews  via  satellite. 

The  North  Pole  was  Pugh'sl 
gest  challenge  yet — the  n» 
ernmost  point  of  the  won 
the  lowest  point  of  the  tj 
mometer  that  any  person  ever  swarr 
was  accompanied  by  Noakes,  the  a 
scientist;  his  mind  coach,  David  Be 
a  photographer  and  a  cameraman; 
polar  bear  guards,  and  Jorgen  Amuno 
a  relative  of  explorer  F 
Amundsen,  who  skie< 
a  ledge  by  the  250-mi 
long  field  of  open  watei 
Pugh  swam  one  kild 
ter  in  18  minutes,  50  sea 
The  previous  low-temj 
ture  record  for  this  disl 
is  32  degrees.  Every  de 
down  ratchets  up  the  in 
sity,  like  the  last  turnsi 
very  tight  screw. 

"Compared  with  this,  the  And 
was  like  a  pool  at  a  holiday  camp,"  he 
me  over  a  satellite  phone.  "It's  a  su| 
environment  out  on  the  ice,"  he  said) 
just  black.  Eerie.  You  can't  see  anytl 
Knowing  I  was  pushing  the  boundl 
and  we  didn't  know  precisely  hovi 
body  would  react  was  terrifying.  I 
scared  before  I  got  in  the  water,  and  it 
very  frightening  the  whole  time." 

At  the  end  of  each  lap,  the  pain-; 
fear  cocktail  was  so  intense  he  consid 
quitting.  At  the  end,  he  was  elated 
he  hadn't. 

More  than  160  newspapers,  most 
Europe,  had  picked  up  the  story.  Br 
prime  minister  Gordon  Brown  aske 
meet;  a  schedule  of  other  VIP  appc 
ments  was  being  set,  and  Pugh  was 
isfied  that  his  feat  had  jump-startec 
environmental  campaign. 

"I'm  relieved  that  it's  over,"  he  i 
"Now  the  real  work  begins."  • 


"Its  a  surreal  environment  out  on 
the  ice.  It's  just  black.  Eerie.  You  can't 
see  anything.  Knowing  I  was  pushing 
the  boundaries  and  we  didn't  know  how 
my  body  would  react  was  terrifying." 
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Soaring  above  the  vibrancy  of  Santo  Domingo,  along  the  affluence  of  Sarasota  Avenue,  stands  the 
city's  most  prestigious  address.  The  Metropolitan  will  redefine  luxury  in  Caribbean  living  with 
oversized  residences,  alongside  lifestyle  amenities  and  services  that  transcend  the  way  you  live. 
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and  an  open-air  pool  with  sundeck  overlooking  the  city  below  and  the  ocean  beyond.  5000+  sq  ft 
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SANTO  DOMINGO  I   DOMINICAN  REPUB: 


Passions  by  Matthew  Stevenson 


Still  Railing  On 

Presidental  hopefuls  and  industry  giants  have 
seen  the  U.S.A.  from  the  back  of  theVanderbilts' 

1920s  family  train  car.  Now, so  can  you. 


overt  R.  Smith  III  has  little 
m  in  common  with  Harold 
^  S.  "Mike"  Vanderbilt  other 
that  both  have  owned  the  same 
te  railroad  car,  known  today  as 

York  Central  3.  Delivered  in 

to  the  great-grandson  of  the 
imodore,  the  car  served  as  the 
lerbilt  family  station  wagon 

the  1950s,  when  a  corporate 
r,  Robert  Young,  got  hold  of 
^Jew  York  Central  and  forced 
;  out  of  his  corner  office,  not  to 
:ion  his  rolling  stock.  Without 
^anderbilts,  the  Central  would 
jnger  be  considered  a  classy 
>ad  company,  or  "flash  road." 
he  car  stayed  with  the  com- 
',  ferrying  the  likes  of  Adlai 
mson  on  his  presidential  cam- 
n.  When  the  Pennsylvania 
oad  merged  with  the  Central, 
ar  was  swept  into  the  executive 
ir  pool.  It  stayed  there  as  bank- 
:y  cascaded  the  Penn  Central 

Conrail.  Abandoned  on  a 
ig  in  Altoona,  Pennsylvania, 
rail  1  was  sold  and  eventually 
d  up  in  a  railroad  repair  yard  in 
da,  from  which  Lovett  Smith 
nased  it  in  1992  for  $240,000. 
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A  genial  and  articulate  man,  now  in  his 
sixties,  who  spent  his  career  as  a  logistics 
and  safety  manager  for  Dow  Chemical 
and  Union  Carbide,  Smith  could  now 
whistle-stop  around  America  in  the  style 
of  the  Vanderbilts — provided  he  could 
meet  Amtrak's  operational  standards  and 
pay  its  towing  charges.  Doing  much  of 
the  work  with  his  wife,  Barbara,  Smith 
restored  the  car  to  its  1930s  elegance, 
omitting  only  the  coal  fireplace  that  was 
removed  from  the  dining  room  in  the 
1940s.  He  configured  double  beds  into  two 
of  the  compartments,  painted  the  car  exte- 
rior Pullman  green,  purchased  presidential 
bunting  for  the  rear  platform,  revived  the 
original  name,  New  York  Central  3,  and 
opened  for  charter  business. 

Over  the  years,  Smith  and  his  car  have 
logged  250,000  miles,  taking  groups  of 
enthusiasts  and  corporate  off-siters  on  ex- 
cursions to  see  things  like  fall  foliage  and 
the  Saratoga  horse  races.  He  has  had  to 
invest  more  than  $100,000  to  rebuild  the 
wheel  trucks  (the  frame  the  car  rests  on). 
Between  engagements  he  has  enlisted  vol- 
unteers to  polish  brightwork.  Some  years 
the  rolling  bed-and-breakfast  has  made 
money;  in  the  years  of  capital  expendi- 
ture, it  posted  losses.  But  the  car  has  given 


Smith  back  a  part  of  his  childhood,  which 
was  spent  with  his  father — a  senior  exec- 
utive with  the  Southern  Pacific  whose  of- 
fice perks  included  a  private  railcar. 

NYC  3  isn't  the  only  business  car  still 
in  service.  The  website  of  the  American 
Association  of  Private  Railroad  Car 
Owners  lists  1 1  for  charter.  Overall,  more 
than  50  privately  owned  railroad  cars 
(including  restored  domes,  coaches  and 
sleepers)  can  be  rented,  and  they  come 
with  such  evocative  names  as  Greenwich 
Harbor,  Virginia  City,  Yosemite  Falls  and 
Puget  Sound.  Expenses  are  figured  not 
just  on  the  use  of  the  car  and  three  meals 
a  day  but  on  miles  traveled.  Nevertheless, 
for  less  than  the  cost  of  a  cruise-ship  state- 
room, it  is  possible  for  a  family  to  ride  the 
rails  in  style. 


Sometimes  private  owners  like 
Smith,  to  accommodate  a  charter 
party,  have  to  reposition  their 
rolling  stock.  To  cover  the  cost  of 
this  deadheading,  they  advertise  for  day- 
trippers,  which  is  how  we  encountered 
Smith  and  his  observation  car  on  a  recent 
trip  from  New  York  to  Chicago. 

NYC  3  was  the  last  car  on  what  Smith 
called  Amtrak's  "Late-for-Sure  Limited," 
which  departed,  on  time  in  fact,  at  3:20 
p.m.  In  the  depths  and  humidity  of  Penn 
Station,  the  car  had  little  of  its  1930s 
luster — more  New  Jersey  Transit  than  pri- 
vate varnish.  In  the  gloom,  eight  passen- 
gers were  assigned  staterooms,  which  felt 
like  quarters  on  a  1930s  yacht.  But  the  car 
elegantly  came  alive  when  the  train  left 
the  confines  of  the  West  Side  rail  yards 
and  in  full  autumn  sunshine  crossed  the 
Harlem  River  at  Spuyten  Duyvil. 

On  the  rear,  open  platform  of  the 
car — from  which  Harry  Truman  would 
have  given  entrenched  interests  hell — 
Smith  set  up  four  chairs,  and  it  was  from 
these  box  seats  that  the  panorama  of 
the  Hudson  River  unfurled.  The  martial 
gothic  that  is  West  Point  rushed  past, 
recalling  a  time  when  Storm  King 
Mountain  was  the  New  World  Gibraltar. 


Wine  and  cheese  were  served  in  the 
lounge  after  Albany,  and  a  sit-down, 
china-service  dinner  of  Indian  food  was 
served  around  Utica. 

The  general  direction  of  NYC  3  was 
north  by  northwest,  the  water  route  of 
the  New  York  Central  to  Chicago,  and 
the  passengers  might  have  come  from 
Strangers  on  a  Train.  Randomly  on  board 
were  a  Delta  pilot  and  his  wife,  the  chair- 
man of  a  public  company  and  a  buff  with 
cameras  and  long  lenses.  But  the  conver- 
sation at  dinner  marked  everyone  as  a 
railroad  man.  They  knew  who  owned  the 
track  ('We're  in  CSX  territory"),  why 
Amtrak  could  not  arrive  on  time  ("hostage 
to  the  freight  companies  that  own  the 
rights-of-way")  and  why  the  Penn  Central 
had  collapsed  ("it  was  more  a  death  watch 


than  a  merger").  At  times  the  dinner 
like  a  cell  meeting  at  which  the  memM 
agreed  that  all  national  problems  fn 
air  pollution  to  the  war  in  Iraq  could 
solved  with  a  renaissance  of  Ameri 
railroads. 

After  dessert,  Smith  flipped  o| 
spotlight  that  gleamed  down  the  tr1 
from  the  rear  platform.  Some  passeng 
stargazed  outside,  while  others  too 
walk  to  inspect  the  new  Amtrak  sleepj 
In  contrast  to  NYC  3  they  looked  1 
quarters  in  a  Japanese  tube  hotel.  1 
new  diners  were  equipped  with  corpoii 
cubicles;  the  day  coaches  had  the  air  a 
youth  hostel. 

Sunrise  found  the  passengers  b 
on  the  open  deck,  huddled  in 
morning  chill  with  cameras  a 
coffee.  No  one  seemed  bothei 
when  the  train  stopped  near  Elkha 
Indiana,  and  the  conductor  announ<| 
that  the  Late-for-Sure  had  hit  a  washj 
machine.  There  were  jokes  along  the  li^ 
that  "only  Amtrak  could  manage  tha 
Pictures  were  taken  of  the  crew  hunti 
for  the  rinse  cycle. 

A  full  breakfast  of  pancakes  and  baq 
was  served  near  South  Bend,  India^ 
one  of  the  whistle-stfl 
where  Stevenson  a 
spoken  during  his  caj 
paigns.  Smith  doubt) 
that  John  F.  Kenneii 
had  spent  much  tiiji 
campaigning  on  NYC; 
But  his  son,  John  Jr.,  had  come  aboa 
shortly  before  his  own  early  death,  a| 
a  picture  of  Senator  Jack  Kennedy  ai 
Jackie,  disembarking  from  a  train,  graa 
the  dining  room. 

The  train  arrived  ten  minutes  late 
Union  Station  in  Chicago.  By  9:30  a.i 
the  passengers  were  on  their  appointi 
rounds.  As  a  special  "ferry  move"  trip  tl 
fare  for  each  had  been  $250.  Smith  stay< 
behind  with  the  car,  joking  that  he  hi 
paint  cans  tucked  under  his  berth.  P| 
doubt  he  did.  It  was  said  of  the  last  pre 
ident  of  the  Central,  the  cost-cuttii 
Alfred  Perlman,  that  "he  ran  the  compai 
out  of  his  hat.  "  • 


New  York  Centra/  J  can  be  chartered for  d 
and  overnight  trips,  www.nyc-3.com. 


Over  the  years  Smith  and  his  car  have  logged 
250,000  miles,  hosting  group  excursions 

to  see  things  like  the  horse  races  at  Saratoga. 
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for  Business. 


This  year,  spread  a  little  holiday  joy  around  your  workplace.  Celebrate  that  hard-working  crew 
with  a  personalized  season's  greeting  created  just  for  them  on  MY  M&M'S®  You  can  even  add 
your  company's  logo.  So  make  this  giving  season  the  one  they'll  talk  about  for  years  to  come. 

Order  now  at  mymms.com/OFFICE 


luMlf 


®/TM  Trademarks  ©  Mars,  Incorporated  2007 


ants  to  be  part  of  it. 


Featuring  some  of  the  biggest  names  in  the  game,  battling  it  out  for  US$4  million,  the  Barclays  Singapore  Open      «£|  BARCLAYS' 

is  Singapore's  most  prestigious  sporting  event.  So  not  surprisingly,  everyone  wants  to  be  part  of  it.  Come  down  Singapore  Open 

to  Sentosa's  award-winning  Serapong  Course  and  experience  all  the  action  and  excitement  for  yourself. 


www.barclayssingaporeopen.com 


1-4  November  2007 


Vhile  Volvo  is  not  known  for  its  sports  cars, 
the  Swedish  automaker  did  produce  the 
cool  PI 800  coupe  in  the  1960s,  which 
found  some  measure  of  fame  as  Roger 
re's  transport  in  the  TV  series  The  Saint.  In  1970  the 
>any  brought  out  the  1800ES,  a  short-lived  hatch- 
version  of  the  car  that  was  even  better  looking  and 
ollector's  item  today.  The  new  C30  is  designed  to 
y  Volvo's  safety-first  image  with  a  look  that  recap- 
the  sportiness  and  sex  appeal  of  the  ES  era.  Built  on 
rter,  lighter  S40  sedan  platform, 
'30  uses  five  different  grades  of 
front  and  rear  to  prevent  collision 
sion  into  the  passenger  com- 
lent.The  C30's  227  hp,  2.5-liter 
(charged  inline  five-cylinder  engine  can  be  mated 
her  a  six-speed  manual  or  an  optional  five-speed  au- 
tic  with  "auto-stick"  for  do-it-yourself  corner-carv- 
id  sub-seven-second  0  to  60  times.  Power  goes  only 
;  front  wheels  now,  but  look  for  an  all-wheel-drive 
>n  in  the  future.  The  four-wheel  independent  sus- 
on  does  a  fine  job  of  holding  the  road  without  ham- 
ig  the  occupants.  The  interior  styling  is  worthy  of 
lish  artist  Carl  Larsson,  with  well-contoured  seats 
ilenty  of  head-  and  legroom. 

Buyers  will  be  able  to  personalize  the  little  three- 
hatchback  with  up  to  17  different  exterior  color 
es  and  12  interior  combinations.  For  example,  you 
t  select  a  two-tone  exterior  trim,  jazzy  upholstery 
.rtsy  appliques  on  the  vertical  center  console.  And 
ing  of  jazzy,  the  terrific  MP3-capable  sound  system 
J  seem  more  at  home  on  Sunset  Boulevard  than  in 
hnavia.Then  again,  the  C30  is  all  about  sporty.  Base 
$22, 700  www.  volvocars.  us. 


Swedish 


Massa 


With  the  C30,  Volvo  summons 
sweet  memories  of  its 
1970s  1800ES  hatchback. 
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IN  AN  AUTO  WORLD  BREATHLESS  OVER  CONCEPT  CARS,  HERE 
a  concept  with  a  twist.  Start  with  a  state-of-the-art  auto  frame,  alloy  whee; 
performance  tires  and  the  latest  disc  brakes.  Add  an  advanced  high-perforn 
ance  engine  and  leading-edge  electronics.  Then  cover  the  whole  packaj 
with  a  body  from  the  classic  muscle-car  era.  What  you  have  is  a  1970s  vintaj 
street  rod,  but  updated  with  reliability  and  comfort  for  the  21st  century.  ) 
Motorsports  of  Irvington,  New  York,  will  gladly  sell  you  a  Charger  R/T,  a  191 
Cuda  or  a  Roadrunner  with  all  original  components  if  you  like,  but  it's  a  wi 
man  who  opts  for  the  high-tech  upgrade.  You  survived  the  70s  the  first  tin 
around.  Auto  technology  has  covered  a  lot  of  ground  since  then.  Prices  for  rt 
engineered  muscle  cars  range from  $140,000  to  $230,000.  www.xvmotorsports.comi 
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Some  think 
privileged. 

We  think 
customized. 


Investment  Banking  •  Private  Banking  •  Asset  Manage 


e  1856,  we  have  focused  on  bringing  new  perspectives 
jr  clients.  It's  a  tradition  based  on  analyzing  both  your 
:if ic  needs  and  the  international  markets  to  identify  future 
)rtunities  for  you.  By  creating  solutions  ideally  suited  to 
particular  goals,  we  can  help  you  get  wherever  you  want  to  go. 
/.credit-suisse.com 


iking  New  Perspectives. 


Credit  Suisse 


Wine  &  Spirits  by  Richard  Nalley 


Crafty  Spirits 


ke  those  microbrews? 

How  about  your  own 
local  distillery? 


ou've  had  the  heirloom  tomatoes  and 
artisanal,  grass-fed  steaks,  the  small- 
production  wine  so  perfectly  trans- 

from  the  soil  you  can  almost  taste  the 

trees  growing  beside  the  vine  rows. 

how  about  the  range  of  flavors  in  a 

age  whiskey?  A  lemon  vodka  made  in 

[  batches,  with  actual  lemons?  A  so- 

icated  brandy  with  a  gorgeously  rich, 

New  World  essence?  The  taste  for 

-end,  made-in-America  food  and 

c  is  not  only  becoming  more  refined 

e  time,  it  is  now  being  distilled. 

[ere  comes  the  next  wave  in  what 

coat  Gin  partner  Andrew  Auwerda 

"the  gourmet-fication  of  Amer- 

talented,  local  micro-distillers  with 

ns  of  doing  for  bourbon,  gin  and  rum 

:  Robert  Mondavi  did  for  Cabernet 

ignon  or  the  Boston  Beer  Company's 

ael  Adams  did  for  lager.  O  pioneers! 

>r,  really:  re-pioneers.  As  many  new 

ilers  are  quick  to  point  out,  the  pre- 

y  sparse  U.S.  spirits-making  landscape — with  a  rela- 

tiandful  of  large  whiskey  distilleries  plus  a  few  big 

fiers  making  neutral  spirits  for  white  liquor — is  a 
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post-Prohibition  phenomenon,  a  his- 
torical fluke.  America  in  the  18th  and 
19th  centuries  was  a  land  of  thousands 
of  licensed  stills.  (And  uncounted,  shall 
we  say,  informal  operations.)  "New  York 
alone  had  1,200  legal  distilleries  before 
Prohibition,"  claims  Ralph  Erenzo,  a  co- 
founder  (in  2003)  of  Tuthilltown  Spirits, 
the  state's  first  and  so  far  only  whiskey 
producer  since  Repeal.  "What  we  are  wit- 
nessing is  the  rebirth  and  redevelopment 
of  a  national  tradition." 

It  is  truly  in  the  American  grain,  as  it 
were:  The  number-one-selling  spirits  mar- 
keter of  the  early  Republic  was... George 


Washington.  His  newly  restored  distill- 
ery at  Mount  Vernon  (you  can  watch 
the  History  Channel  video  George  Wash- 
ington's Liquid  Gold)  is  now  touted  as 
"The  Gateway  to  the  American  Whiskey 
Trail,"  a  trip  that  winds  mostly  through 
the  historic,  large  distilleries  of  Kentucky 
and  Tennessee. 

A  newer  version  of  the  American 
Whiskey  Trail  would  wander  considerably 
farther  afield,  passing  by  Tuthilltown  in 
the  Hudson  Valley,  say,  and  Stranahan's  in 
Denver  and  Old  Potrero  in  San  Francisco. 
A  more  general  American  Distilling  Trail 
would  now  have  to  plot  routes  through 
Michigan,  Vermont,  Indiana,  Pennsylvania, 
Oregon,  Texas,  on  and  on.  And  its  map 
would  demand  constant  updating. 

The  craft  distilling  movement  perked 
along  for  years  with  a  small,  clued-in  cult 
following  thanks  to  a  few  wise  godfathers 
like  Ansley  Coale  and  Hubert  Germain- 
Robin  at  Germain-Robin,  Jorg  Rupf  at 
St.  George  Distilling  and  Fritz  Maytag 
at  Anchor  Distilling.  What's  news  is  the 
sudden  galloping  downhill  momentum. 
Seven  years  ago,  according  to  Bill  Owens, 
who  heads  up  the  micro-distillers  trade 
group,  American  Distilling  Institute,  there 
were  30  craft-sized  pot  stills  operating  in 


America. Today  there  are  96  and  counting. 
Even  the  Brobdingnagian  Anheuser- 
Busch,  once  slow  off  the  mark  in  recog- 
nizing the  potential  of  micro-brewing,  has 
taken  notice  and  signed  on  to  distribute 
Vermont  Spirits  vodka  in  the  Northeast. 
("It  gives  our  wholesalers  distinctive 
brands  to  compete  in  the  profitable,  high- 
end  alcohol  beverage  category,"  says  a 
well-ironed  statement  from  the  company.) 

This  is  all  a  big  deal,  though  in  its  own 
small  way.  "There  is  an  enormous  vacuum 
between  the  huge  producers  and  our 
guys,"  acknowledges  Owens.  "Big  compa- 
nies would  dump  a  brand  that  only  sold 


the  300,000  cases  all  our  members  make 
put  together."  Put  it  like  this:  Smirnoff 
alone — at  about  25  million  cases  a  year — 
vastly  outsells  the  entire  annual  craft  spir- 
its category... every  week. 

But  what  the  small  distillers  lack  in 
volume,  they  make  up  for  in  harmonic 
alignment  to  the  Zeitgeist.  "We  are  part 
of  the  pendulum  swing  in  America 
to  artisan  foods  and  drinks,"  echoes 
Stranahan's  Jess  Graber.  "People  want  or- 
ganic vegetables,  natural  beef — simpler 
things  the  way  they  used  to  be,  with  their 
own  particular  quality." 

To  achieve  that  "particular  quality," 
most  craft  distillers  employ  variations  on 
small-batch  pot  stills,  the  kind  of  homey, 
copper  kettle-looking  devices  you  find  at 
single-malt  scotch  distilleries,  as  opposed 
to  the  giant,  continuous-process  column 
stills  of  the  big-volume  liquor  brands. 
Stranahan's  weekly  output  of  six  barrels 
is  about  five  minutes'  worth  of  produc- 
tion at  a  big  distiller,  as  Graber  notes, 
but,  "We  control  every  step  much  more 
minutely."  This  includes  the  ability  to 
retain  only  the  perfect  heart  of  the  still's 
output  for  bottling. 

The  craft  makers'  input  is  special,  too. 
If  "local"  is  the  new  buzz  word  in  cuisine. 


count  Stranahan's  among  the  believers 
whiskey  is  based  on  barley  grown  in 
northern  Rockies  and  Rocky  Mouri 
water.  Meanwhile,  up  in  Portland,  O 
Creek  bottles  eaux-de-vie  that  show] 
the  essence  of  Oregon  pears,  Verm 
Gold  distills  vodka  from  maple  sap 
Cold  River,  a  family  farm  in  the  heaij 
Maine's  potato  country,  produces  vq 
from  its  spuds.  Down  south,  Pricha 
Sweet  Georgia  Belle  Rum  aims  to  j 
you,  the  company  says,  "visions  of  mag 
lia  blossoms  and  honeysuckle  vines.., 
aroma  of  mimosas  filling  the  air."  We 
little  marketing  Stardust  never  hurt 
spirits  brand. 

In  fact,  marketing  has  a 
to  do  with  this  whole  trend, 
the  corporate  distillers  tha 
selves  paved  the  way.  "lift 
years  ago,  you  couldn't  imaa 
anyone  paying  $35  for  a  bo 
of  vodka,"  says  Don  Poffenr! 
of  Spokane,  Washington's  r 
cent  Dry  Fly  Distilling.  "1 
big  guys  created  the  super-J 
mium  images  and  price  points  that  mi 
it  practical  to  do  what  we  do  at  our  so 
and  sell  to  the  public." 

Poffenroth  and  his  business  parti 
Kent  Fleischmann,  both  former  mark 
ing  executives  in  the  food  services  indl 
try,  "hit  the  corporate  funk  at  the  sal 
time  and  came  up  with  this  brig 
idea."  They  invested  about  $600, C 
in  401k  savings  and  18  months  in  ru 
up  time.  "We  are  taking  a  serious  busin 
approach,  not  the  romantic  approa 
you  see  with  a  lot  of  these  guys,"  Poffn 
roth  says.  The  eventual  idea — Dry  F 
complex,  German-made  pot  still  vi 
in  transit  "on  the  water"  when  we  spc 
in  late  August — is  to  produce  betwe 
3,000  and  5,000  cases  a  year  to  sta 
providing  a  potential  revenue  stream 
about  $700,000. 

.  As  marketing  men,  Poffenroth  a 
Fleischmann's  plans  included  "a  lot 
brand  development."  Dry  Fly's  backstc 
will  emphasize  the  fact  that  its  vodka,  j 
and  whiskey  are  "tied  tightly  to  individ' 
farmers  in  eastern  Washington.  We've 
ally  hit  the  local  ingredients;  it  is  alm< 
the  'appellation' approach  of  a  winery." 

Of  course,  if  Dry  Fly  actually  ws 
a  winery — the  state  now  has  more  th 


"New  York  alone  had  1,200  legal 

distilleries  before  Prohibition," claims 
Ralph  Erenzo  of  Tuthilltown  Spirits. 
"What  we  are  witnessing  is  the  rebirth  and 
redevelopment  of  a  national  tradition." 
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100  WINES  BY  THE  6 LASS.  IpO  TOASTS  WAITING  TO  BE  MADE. 
OUR  PRIVATE  DINING  EXPERTS  WILL  HELP  YOU  CREATE  AN  UNFORGETTABLE  OCCASION. 
FLEMING'S.  WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES. 


m 

PRIME  STEAKHOUSE  6-  WINE  BAR 


For  locations  visit  flemingssteakhouse.com 


Some  of  these  small-batch  spirits  are  sold  nationally;  others  are  still  so  new  they 
are  just  expanding  to  regional  distribution.  Contact  the  distillery  to  see  if  their 
products  are  available  in  your  state  or  can  be  shipped  or  ordered  via  the  Internet. 


BLUECOAT  AMERICAN 
DRY  GIN  ($28) 

> Philadelphia  stakes 
a  claim  on  the 
gastronomic  big  time 
with  this  intriguing  gin — 
a  silky,  expansive 
mouthful  with  flavors 
of  juniper  berries, 
crushed  orange  and  lime 
peels,  and  other  harder- 
to-place  botanicals 
(celery?)  that  not  only 
linger  on  but  keep 
opening  up.  Clean  and 
brisk;  you  may  want  to 
dab  a  bit  behind  your 
ears.  (215)  671-0346, 
www.bluecoatgin.com. 

CLEAR  CREEK 
DISTILLERY  EAU  DE  VIE 
MIRABELLE  PLUM 
($30  per  375ml) 

> Steve  McCarthy's 
Portland,  Oregon, 
distillery — founded  in 
1985 — is  a  touchstone 
for  American  craft 
spirits;  one  taste  of  this 
and  you  understand 
why.  A  wafting,  ethereal- 
yet-superconcentrated 
digestif  from  local 
organic  plums  grown 
by  the  King  Estate 
winery,  the  Mirabelle 
isn't  just  world-class, 
it's  in  a  class  by  itself. 
(503)  248-9470,  www. 
clearcreekdistillery.  com. 


HANGAR  ONE  VODKA 
CITRON  "BUDDHA'S 
HAND''  ($36) 

>Made  from  scratch 
in  an  old  Bay  Area 
airplane  hangar  by  Jorg 
Rupf  and  Lance  Winters 
of  St.  George  Spirits, 
this  all-natural  distillate 
uses  Buddha's  Hand 
citron  fruit  to  produce  a 


palate-filling,  exotically 
perfumed  citrus  vodka 
like  nothing  you  ever 
mixed  into  a  Lemon 
Drop.  (800)  782-8145, 
www.  hangarone.  com. 

PRICHARD'S  FINE  RUM 
($39) 

>Made  from  pure 
molasses  in  the 
manner  of  early- 
American  rums, 
Prichard's  doesn't  much 
resemble  tropical  rums; 
for  one  thing,  the  Kelso, 
Tennessee,  product  isn't 
particularly  sweet.  Full- 
bodied  and  chockful  of 
spicy,  mildly  smoky 
white-peach  and  toffee 
notes,  it  seems  a  shame 
to  mix  it.  (931)  433- 
5454,  www.prichards 
distillery.com. 

HUDSON  FOUR-GRAIN 

BOURBON 

($40  per  375ml) 

> Pioneering 
Tuthilltown  Spirits  of 
Gardiner,  New  York, 
combines  corn,  rye, 
wheat  and  malted  barley 
to  produce  a  refined, 
Yankee-fied  bourbon 
that  wafts  aromas  of 
allspice  and  vanilla 
before  hitting  you  with 
an  only  slightly  sweet 
and  creamy  mouthful  of 
smoky  whiskey. 
(845)  255-1527, 
www.  tuthilltown.com. 

STRANAHAN'S 
COLORADO  WHISKEY 
($55) 

>A  different  taste  of 
the  Rockies,  Denver- 
based  Stranahan's  mash 
of  mountain  barleys 
is  cooked  low  and  slow 
by  partner  Flying  Dog 


Brewery,  painstakingly 
double-distilled  and  cut 
with  mountain  water. 
The  complex,  smooth 
sipping  result  captures 
something  of  the  dry 
subtlety  of  Scotch 
but  with  the  bolder 
flavor  profile  of  bourbon. 
(303)  296-7440, 
www.stranahans.com. 

OLD  POTRERO 
I8TH-CENTURY-STYLE 
WHISKEY  ($70) 

>From  Anchor 
Distilling  in  San 
Francisco,  this  single 
malt  rye  uses  an  old- 
fashioned  still  and  lightly 
toasted— not  charred- 
barrels  to  re-create 
the  original  whiskey  of 
the  American  colonies. 
If  our  forefathers 
were  drinking  anything 
with  this  astonishing 
and  satisfying  range 
of  flavors  it's  a  miracle 
they  got  around  to 
having  a  Revolution. 
(415)  863-8350, 
www.anchordistilling.com. 

GERMAIN-ROBIN 
SELECT  BARREL  XO 
($110) 

> Still  unfathomably 
underappreciated 
after  20  years,  these 
Mendocino  County, 
California,  masters  use 
top-notch  grapes  and  an 
antique  Cognac  still  to 
produce  deeply  flavor- 
structured,  distinctively 
rich  brandies  like  this 
ten-barrel-a-year  beauty 
based  on  Pi  not  Noir 
that  some  experts 
have  understandably 
rated  the  world's  finest. 
(800)  782-8145, 
www.germain-robin.  com. 


500  of  them — Washington's  licensing 
and  regulatory  process  would  have  been 
routine.  With  a  first-and-only  distillery 
it  was  anything  but,  a  common  story  for 
micro-distillers  in  most  states.  (Bluecoat's 
Auwerda  reports  the  reaction  of  the 
Pennsylvania  Liquor  Control  Board: 
"Hunh?  You  want  to  found  a  what}") 
Having  navigated  the  shoals  itself,  Dry 
Fly  has  helped  to  write  a  bill  that  will 
be  presented  to  the  state  legislature  in 
January  to  define  the  state's  stance  on 
"craft  distilling." It  includes  the  provisions 
that  such  an  operation  must  employ  a  pot 
still,  cannot  simply  redistill  neutral  grain 
spirits  produced  elsewhere  and — here's 
the  Dry  Fly  touch — must  source  at  least 
50  percent  of  its  ingredients  from  within 
the  state.  Shrugs  Poffenroth:  "The  first 
guy  in  gets  the  privilege  of  setting  the 
playing  field." 

Elsewhere,  there  are  signs  that  the  leg- 
islative frost  that  never  quite  lifted  from 
the  spirits  business  after  the  Volstead  Act 
may  be  thawing  a  bit. The  most  significant 
as  a  potential  model  for  lawmakers  else- 
where is  the  farm  distillery  law  signed 
by  New  York  governor  Eliot  Spitzer  this 
summer.  It  grants  the  state's  micro-dis- 
tilleries many  of  the  same  rights  as  small 
wineries — including  the  right  to  hold  tast- 
ings on  their  premises — which  should  en- 
courage some  ambitious  farmers  to  begin 
distilling  the  products  ol  their  fields  and 
orchards.  There  may  never  be  1,200  small 
distillers  in  New  York  again,  but  some 
family  farms  that  are  now  selling  $10  bas- 
kets of  apples  or  $5  bundles  of  corn  at  their 
farm  stands  may  happily  explore  what  pro- 
ducing a  $35  bottle  of  apple  brandy  or  corn 
liquor  might  do  for  their  bottom  line,  not 
to  mention  their  tourism  appeal. 

Inevitably,  there  will  be  trial  and 
plenty  of  error.  Tanqueray  didn't  get  to  be 
Tanqueray  overnight,  and  many  of  the 
new  craft  and  farm  distillers  will  no  doubt 
make  the  liquor  equivalent  of  plonk  wine. 
But  there  are  gems  out  there  already, 
and  tantalizing  future  prospects.  As  Bill 
Owens  has  it,  "It  is  not  that  the  big 
brands  aren't  high-quality;  they  mostly 
are.  But  they  are  already  familiar  to  us;  we 
know  exactly  how  they  taste.  These  new 
guys  are  making  spirits  with  tastes  we've 
never  had  before."  That  is  worth  their 
quest,  and  our  search.  • 
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Wasatch  Rangi 

A 

WINTER 
WONDERLAND 

  By  Kurt  Repanshek 

It  certainly  is  a  romantic  notion:  snow  is  all  it  takes  to  make  the  Roc 
Mountains  an  idyllic  winter  destination.  But  that  would  be  too  si 
plistic.  What  enables  the  Rockies  to  stand  out  is  not  just  how  t! 
snow  is  tilled  and  sculpted,  but  how  it  is  complemented.  And  in  Utc 
they've  taken  the  existing  topography,  mixed  in  some  well-chose 
amenities,  and  created  the  perfect  setting  for  winter  retreats. 


Grand  Summit  Hotel  at  The  Canyons  Resort 


Wide-open  runs  at  Solitude  Mountain  Resort 


Empire  Canyon  Lodge  at  Deer  Valley  Rei 


^ESSTIME  TOGfir 


ettev  6e  reacts. 


irk  City,  Utah  has  three  world-class  resorts,  over  IOO  restaurants  and  bars,  dozens  of  shops  and  galleries,  and 
s  only  35  minutes  from  an  international  airport.  You've  never  been  closer  to  the  winter  vacation  of  a  lifetime. 

pa  r  fc  H  c  r  t~y™ 


one  off-slope  activity  available  during  the  win 


The  centerpiece  of  this  pristine  landscape  is 
the  Wasatch  Range,  a  north-south  chain  of 
peaks  and  crags  whose  nature  is  a  canvas 
of  opposing  traits.  Its  western  flanks  are 
notably  raw,  jagged  and  steeply  pitched, 
while  tectonics  and  time  have  rounded  and  softened 
those  facing  the  east.  And  yet,  neither  side  lacks  what  the 
other  has  with  one  notable  exception:  Only  the  eastern 
flanks  can  lay  claim  to  Park  City. 

Cradled  in  a  notch  in  the  mountains,  the  town  was 
built  in  the  late  19th  and  early  20th  centuries  upon  the 
hard  toil  of  weary  miners  who  worked  deep  beneath  the 
ground  in  search  of  silver  and  other  valuable  ores. 
Though  mining  here  is  no  more  than  history  these  days, 
Park  City  prospers  still;  its  wealth  is  measured  in  the  dry 
fluff  that  falls  from  the  skies  from  November  into  April. 

Some  might  say  the  town's  luster  was  brightest  during 
the  winter  of  2002,  when  the  world  arrived  for  the  Olympic 
Winter  Games.  But  it's  no  less  attractive  these  days.  In  fact, 
it  arguably  is  more  so,  thanks  to  Park  City's  continued  mat- 
uration and  the  lack  of  those  Olympian  crowds. 

Though  home  to  only  8,000  or  so  souls,  the  town 
claims  Park  City  Mountain  Resort,  Deer  Valley  Resort 
and  The  Canyons  Resort,  three  alpine  jewels  with  few 
equivalents  in  the  world.  Then,  too,  there  are  the  30-plus 
kilometers  of  Nordic  trails  within  Park  City's  borders, 


winter  gondola  over  the  Wasatch  Range 


the  Utah  Olympic  Park  with  its  bobsled  and  luge  course 
ski-jumping  hills  and  adaptive  recreation  progran 
offered  through  the  National  Ability  Center,  and 
plethora  of  restaurants  as  dazzling  as  the  mountains.  Ai 
you  can't  overlook  the  Sundance  Film  Festival  with  \ 
10-day-long,  round-the-clock  party  that  presides  over  a 
town  in  late  January. 

There's  no  difficulty  understanding  the  town's  allur 
Overshadowing  mountains,  flocked  with  aspens,  sprue 
pine  and  fir,  tilt  perfectly  in  their  midsections  for  ski  ail 
snowboard  runs.  Climb  higher,  toward  the  10,026-fo< 
roof  on  this  side  of  the  Wasatch,  and  you'll  find  steel 
and  bowls  and  chutes  and  cliffs  well  deserving  of  the) 


black-diamond  ratings.  Anchoring  this  realm  is  Park  City 
with  its  hotels,  restaurants,  bed  and  breakfasts  and 
gregarious  nature.  Roaming  the  town's  streets  and  slopes 
are  some  of  the  world's  best  athletes,  Hollywood 
A-listers,  lift  jockeys  and  locals,  a  delicious  fusion  of  life 
that  adds  color  to  Park  City. 

The  community  is  so  sure  you'll  embrace  this  setting 
that  it  will  comp  you  a  lift  ticket:  Through  Park  City's 
unique  Quick  START  program,  with  just  a  quick  online 
registration,  any  of  the  three  resorts  will  swap  your 
boarding  pass  for  a  lift  ticket  the  day  you  arrive. 

Through  the  rest  of  your  stay,  you  can  continue  to 
sample  one  or  all  three  resorts  or  visit  the  Utah  Olympic 
Park  to  learn  how  to  drive  a  bobsled,  slide  on  a  luge  or 
skeleton,  or  test  your  ski-jumping  ability.  After  all,  you 
can  rest  when  you  go  home. 

IT  TAKES  MORE  THAN  A  WEEKEND  TO 
FULLY  APPRECIATE  THE  CANYONS 

The  three  resorts  that  climb  above  town  are  large  and 
sprawling,  heavily  treed  playgrounds  with  distinct  person- 
alities. The  Canyons  Resort,  which  rambles  roughly  four 
miles  from  north  to  south,  is  the  largest  with  3,700  acres. 
While  it  was  given  life  years  ago  as  a  "mom  and  pop" 
operation  with  limited  amenities,  today  the  resort  offers  a 
self-contained  village  nestled  below  some  of  the  most 
demanding  and  intriguing  alpine  terrain  in  ski  country. 


Downhill  adventures  on  Murdock  Peak 


This  swath  of  acreage  bends,  rises  and  falls,  at  times  pi 
cipitously,  across  a  topography  accurately  reflecting  tl 
resort's  name.  Here,  ridgelines  curl  like  gnarled  fingers  dov 
from  the  crest  of  the  Wasatch,  extending  this  way  and  th< 
running  and  dropping  so  that  when  buried  deep  with  sna 
they  create  a  seemingly  boundless  maze  of  alpine  terrain, 

The  landscape  that  stretches  3,190  vertical  feet  fro 
top  to  bottom  is  so  varied  that  you  could  spend  a  we< 
pointing  your  skis  or  board  into  the  bowls,  glades,  drav 
and  chutes  while  you  search  for  your  particular  comfo 
zone.  There  are  ridiculously  steep  chutes  that  first  gaim 
acclaim  during  the  launch  of  freestyle  skiing  in  the  1971 
and  continue  to  challenge  even  the  most  agile  of  skie 


"★*★*★" 

-  SKI  magazine 


*★*★★* 

*  *  *    * " 

-  Natalie,  age  9 


Come  sec  why  Deer  Valley  Resort  is  praised  by  critics,  skiers,  and  those  who  matter  most. 

800.424.DEER  I  decrvallcy.com 


and  boarders.  There  are  bowls,  large  and  small, 
that  brim  over  with  Utah's  trademark  powder 
snow.  Then,  too,  there  are  natural  half-pipes  such 
as  Canis  Lupus,  a  twisting,  rippling  course  with 
steeply  banked  walls  that  runs  for  about  a  mile  in 
and  out  of  the  woods  below  Murdock  Peak. 

So  big  is  the  resort  that,  while  200  acres 
were  added  along  with  the  DreamCatcher  fixed 
grip  quad  lift  in  advance  of  the  2006-2007 
season,  glade  thinning  continued  beneath  the 
9,270-foot  Dream  Peak  ahead  of  this  winter  to 
create  some  of  the  best  tree  skiing  in  the  West. 

Spend  just  a  little  time  searching  and  it  won't  be  long 
before  you  discover  powder  caches  in  the  trees  that  hold 
their  cold  smoke  long  after  storms  roll  through.  Prefer 
bowls?  Then  it's  hard  to  ignore  94  Turns,  which  bumps, 
rattles  and  rolls  beneath  the  peak  of  Ninety-Nine  90.  You 
say  glades  are  your  thing?  The  Pines  on  the  northern 
flanks  of  the  Saddleback  Express  lift  has  long  been  a 
favorite  for  powder-stoked  locals,  though  the  added  glad- 
ing  below  DreamCatcher  shouldn't  be  overlooked. 

Interspersed  between  the  resort's  mountains  are  day 
lodges  Red  Pine,  Lookout  Cabin,  Dreamscape  Grill  and 
Sun  Lodge,  perfect  retreats  to  catch  both  your  breath  and 
lunch  before  continuing  your  exploration.  And  when 
you're  done  for  the  day,  Doc's  Run  funnels  you  down  the 
resort's  rippled  flanks  to  the  village  with  its  lodgings, 
spas,  restaurants,  condos  and  shops  where  you  can  spend 
the  evening  planning  your  next  foray  into  The  Canyons. 


Stein  Eriksen  Lodge,  mid-mountain  at  Deer  Valley  Re 


WINTER'S  GRACE  CAN  BE  FOUND  Al 
DEER  VALLEY 

Perhaps  nowhere  else  will  you  find  a  resort  as  eleg; 
and  hospitable  as  Deer  Valley,  the  winter  home  of  St) 
Eriksen.  This  Norwegian  legend  dominated  the  ski  wd 
a  half-century  ago,  winning  Olympic  gold  and  Woi 
Championships  only  to  spurn  future  competitive  gl< 
by  heading  for  the  U.S.  to  teach  Americans  his  sport.  1 
elegance  embodied  by  Mr.  Eriksen,  who  marks  his  8(1 
birthday  this  winter,  is  mirrored  throughout  Deer  Val| 
which  built  its  reputation  as  one  of  North  America's  t 
resorts  by  anticipating  its  guests'  expectations,  and  th 
exceeding  them.  In  fact,  readers  of  Ski  magazine  ha 
rated  it  the  number  one  ski  resort  in  2008. 

Grace  flows  from  Mr.  Eriksen,  whether  he  is  on  s]| 
carving  crescents  down  Rattler  or  sitting  before  the  fi 
in  his  namesake  lodge  recalling  his  Olympic  victories.  1 
is  subtle  and  unassuming  in  both  pursuits,  and  the  saj 


be  said  of  how  Deer  Valley  approaches  its  mission. 
7hether  it's  the  award-winning  restaurants,  sumptu- 
accommodations,  ever-present  ranks  of  green-clad 
loyees  at  your  beck  and  call,  or  simply  the  skiing,  the 
rt  has  perfected  the  art  of  running  a  ski  resort.  And 
the  emphasis  is  on  skiing,  as  Deer  Valley  is  one  of  the 
resorts  in  North  America  that  hasn't  yet  invited 
vboarders  onto  its  slopes. 


Advertisement  8 

The  resort's  business  model  led  to  this  winter's  arrival 
of  the  Lady  Morgan  Express,  a  high-speed  detachable  quad 
that  whisks  you  to  the  9,000-foot-high  lip  of  Lady  Morgan 
Bowl,  where  you'll  find  more  than  200  acres  of  terrain  to 
play  in.  Adjacent  to  Empire  Canyon,  Lady  Morgan  offers 
an  enticing  mix  of  gladed  terrain,  open-face  skiing  and  nine 
additional  runs.  Not  just  for  experts,  the  new  runs  include 
one  for  intermediates  and  five  for  beginners.  To  better 
groom  these  runs,  as  well  as  the  other  90  that  trickle  down 
from  Deer  Valley's  four  major  mountains,  the  resort  has 
invested  in  a  system  that  utilizes  ground-penetrating  radar 
and  GPS  to  track  snow  depth,  thus  making  grooming  and 
snowmaking  operations  more  effective. 

Throughout  the  day  and  into  the  night,  a  celebration 
of  food  can  be  found  within  the  resort's  restaurants.  One 
of  the  most  unique  and  popular  meals,  Fireside  Dining, 
is  built  around  the  traditional  evening  repasts  Swiss  cow 
herders  once  shared  in  the  Alps.  Bowls  of  gooey  raclette 
cheese,  melted  by  Empire  Lodge's  fireplaces,  are  supple- 
mented with  steamed  potatoes,  cured  Italian  and  Swiss 
meats,  baguettes,  fricassees  and  leg  of  lamb  roasted 
before  the  fires.  Elegance  on  and  off  the  slopes:  it's  a  Deer 
Valley  tradition. 


MEMORIES  WILL  BE  CARVED  ON 
MORE  THAN  JUST  THE  MOUNTAIN 


At  Solitude,  your  tracks  may  disappear  overnight,  but  the  experience  will  stay  with  you  forever.  12  miles 
up  Big  Cottonwood  Canyon,  and  just  a  half  hour  from  Salt  Lake  City,  we've  created  the  perfect  place  to 
come  together,  both  on  the  mountain  and  in  our  charming  European  village.  Covered  in  Utah's  Greatest 
Snow  On  Earth™  Solitude  is  a  place  of  unrivaled  beauty,  where  priorities  slip  back  into  place  and  you're 
free  to  connect  with  nature,  with  your  family  and  with  yourself. 

If  you  only  knew...  www.skisolitude.com 

•Valid:  January  2  to  February  14,  2008.  Two  (2)  kids  13  or  under,  based  on  availability  and  other  restrictions  may  apply. 
"Valid:  January  2  to  17  and  February  1  to  14,  2008.  Book  by  November  1,  2007.  (tax  not  inc. /based  on  availalability) 


V  SOLITUDE 

RESORT  LODGING 

Luxury  Condos 

Stay  four  nights  and 

KIDS  SKI  FREE! 

Book  Direct  and  Save  at 
www.skisolitude.com/lodging 

800-748-4754 


Jfiin  INNAT 

^J}J}  SOLITUDE 

Bavarian-Style  Inn 

Stay  four  nights  and 

2  ADULTS  SKI  FREE! 

Jan.  and  Feb.  only 
www.skisolitude.com/inn 

800-748-4754 


Solitude 

M  0  U  N  T  R I N  RESORT 
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AFTER  A  DAY  ON  THE  SLOPES, 
SOLITUDE  OFFERS  TIME  TO  RECONNECT 

Across  the  crest  of  the  Wasatch,  just  a  handful  of  miles 
from  Park  City,  snow  falls  even  more  deeply  where  the 
north-south  trending  crest  serves  as  an  atmospheric  bar- 
rier that  snares  storms  and  convinces  them  to  give  up 
most  of  their  snow.  Here,  the  winter's  cumulative  snow 
depths  reach  500  inches  on  average,  a  heady  number. 

The  fluff  fills  voids  and  deeply  buries  the  mountain- 
sides, smoothing  out  terrain  and  quieting  the  mountains, 
creating  perhaps  the  most  wondrous  of  seasons.  In  many 
ways  the  bountiful  storms  make  winter  days  in  this 
corner  of  the  Wasatch  even  simpler.  This  is  the  backdrop 
for  the  Solitude  Mountain  Resort  found  near  the  head  of 
Big  Cottonwood  Canyon. 

Here,  skiing  and  snowboarding  seem  less  complicated 
due  to  the  1,200-plus  acres  of  terrain  that  reflect  the 
resort's  name  with  ample  elbow  room.  And  when  the  lifts 
slow  to  a  halt  at  sundown,  day  skiers  and  boarders  course 
back  down  the  canyon,  leaving  behind  those  fortunate 
enough  to  have  a  place  in  the  small,  pedestrian-focused 
village  of  European-influenced  inns  and  town  homes. 

Within  this  laid-back  setting,  families  and  friends  can 
reconnect  around  game  boards,  card  games  and  fireplaces, 
reliving  the  day's  experiences  while  planning  tomorrow's. 
It's  the  way  winter  retreats  were  intended  to  play  out. 


More  than  21  million  passengers  travel  through  the  Salt  Lake  City 
International  Airport,  which  h  now  Delta  Air  Lines'  second-largest  hub. 


UTAH'S  SLOPES  ARE  WITHIN  A  HALF- 
DAY'S  FLIGHT  FOR  MOST  IN  AMERICA 

Thanks  to  the  Salt  Lake  City  International  Airport,  whid 
lies  within  a  2.5-hour  flight  of  half  the  U.S.  populatioj 
Utah's  ski  country  is  quite  possibly  the  most  accessible 
the  nation.  Indeed,  it's  no  joke,  as  demonstrated  by  Paj 
City's  Quick  START  program,  that  you  can  leave  hoti 
in  the  morning  and  be  skiing  before  dinner. 

It's  a  tempting  image,  one  that  grows  particularly  strati 
as  you  make  your  final  approach  to  the  airport  and  tl 
craggy,  snow-covered  Wasatch  mountain  range  fills  yoj 


Skiers  enjoy  the  solitude  of  the  uncrowded  slopes  just  above  I 
European-style  pedestrian  village  at  Solitude  Mountain  Resorn 
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s  to  Salt  Lake  City  International  Airport  enjoy  a  stunning  art  collection 
yed  throughout  the  terminals. 


The  Canyons  Resort 

www.thecanyons.com  •  888. CANYONS 
Deer  Valley  Resort 

www.deervalley.com  •  800.558.3337 

Park  City  Chamber  of  Commerce  and  Visitors  Bureau 

www.parkcityinfo.com  •  800.453.1  360 

Solitude  Mountain  Resort 

www.skisolitude.com  •  801.534.1400 

Salt  Lake  International  Airport 

www.slcairport.com  •  800.595.2442 


ow.  Behind  Delta  Air  Lines,  which  has  turned  Salt 
City  International  Airport  into  its  second-largest  hub 
hundreds  of  flights  daily,  15  other  airlines  schedule 
service  to  the  airport. 

ough  the  storms  that  pound  the  Wasatch  are  legendary 
le  copious  amounts  of  powder  snow  they  dump, 
r  is  no  great  challenge  for  Salt  Lake  City  Interna- 
i  Airport.  The  airport  has  a  reputation  for  being  one 


of  the  best  in  snow  removal  and  on-time  performance. 

Thanks  to  its  location  just  five  miles  northwest  of  Salt 
Lake  City,  the  airport's  terminals  fall  within  60  miles  of 
11  alpine  resorts.  With  travel  time  at  less  than  an  hour 
to  Park  City  and  the  resorts  in  the  Cottonwood  Canyons, 
the  airport's  proximity  gives  skiers  unparalleled  access  to 
unbelievable  winter  activity. 

Produced  by  Frank  Long 


mountai 


n  air  and  breathtaking  views  await  you    fly  itltO  Salt  Lak 


e  City  International  Airport. 


me  to  15  airlines,  it  is  less  than  an  hour  from  £ 

spectacular  mountain  settings. 

ity  amenities  also  prevail.  For  more  details 
our  website  at:  www.slcairport.com. 
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Colorful  history:  inset, 
left  to  right,  Ranch 
founder  John  Parker 
arrived  on  the  Big  Island 
at  age  19;  his  son, 
Ebenezer,  met  an  early 
death;  and  the  ranch's 
last  heir,  Richard  Smart, 
who  died  in  1992, 
passed  the  multimillion- 
dollar  property  out  of  the 
family  and  into  the 
control  of  a  local  trust. 


For  160  years  the  Parker  family  ruled  Hawaii's 
Big  Island.  Today  their  150,000-acre  ranch  is  a  slice 
of  paradise  open  to  all. 


This  page,  clockwise 
from  top:  Parker 
cowboys,  or  paniolos, 
head  up  the  hill  for 
another  day's  work;  the 
Big  Island's  big  volcano, 
Mauna  Kea;  35,000 
head  of  cattle  on  the 
Ranch  produce  more  than 
ten  million  pounds  of 
beef  per  year;  Richard 
Smart  welcomes 
spectators  to  a  rodeo  in 
1962.  Opposite:  Smart 
had  a  career  on  the 
dinner-theater  circuit 
before  taking  control  of 
the  family  ranbh. 


he  Big  Island 

waii  is  one  of  the  strongest  drugs  you  can  buy  without  a 
iption.  Below,  sleepy  sand  beaches  edging  water  so  crys- 
the  French  ought  to  bottle  it.  Above,  invigorating  13,784- 
4auna  Kea  volcano,  whose  white  observatories  glimmer 
jh  the  clouds  like  a  hula  dancer's  smile  post-tip.  And  in  be- 
is  the  Parker  Ranch,  a  soothing  150,000-acre  spread  of 
green  plains  glowing  amidst  the  basalt  slopes  with  a  "Bali 
sh  seductiveness  that  begs  to  be  explored, 
ling  one  of  the  ranch's  thoroughbreds  beyond  the  old  stone 
;  and  into  the  open,  mist-enshrouded  countryside,  one  can 
the  primordial  Hawaii  that  was  here  long  before  the  local 
resorts  offered  ukulele  lessons.  Up  here,  the  western  trade 
that  perpetually  blow  between  the 
:ains  carry  the  scent  of  cattle,  barbecue 
:  and  the  tropics.  There's  an  abiding 
ness  inherent  in  the  lush  grandeur 
:ems  to  spread  from  ground  to  horse 
;r — a  sense  of  peace  that  withstands 
bat  last  mai  tai. 

is  is  one  of  the  most  remote  spots 
any  mainland  on  earth,  with  the 
rnia  coast  some  2,300  miles  beyond 
rizon.  Once  ancient  Hawaiians  made 
;lyphs,  battled  each  other  and  built  basalt  altars  on  these 
lains.  Now  35,000  head  of  cattle  and  a  dozen  cowboys — 
is  in  the  local  lingo — share  these  eerily  lush  lava  fields  with 
oar,  ibex  and  deer. 

generations  of  Parkers  etched  their  dynastic  tale  here, 
he  first  Parker  (who  arrived  when  locals  still  indulged  in 
i  sacrifices)  to  the  last  proprietor,  a  professional  dinner- 
r  singer  who  lived  in  a  Hawaiian  Victorian  sprawl  next  to 
mder's  hut.  The  last  Parker  son  to  call  the  ranch  home  died 
thus  saying  aloha  to  a  160-year  saga  that  not  even  James 
:ner  could  have  made  up. 

be  Parker  dynasty  goes  hand  in  hand  with  the  rise  of 
ii's  monarchy,"  said  Anthony  Roberts,  an  eloquent  and  en- 
edic  raconteur  of  local  lore  who  manages  the  ranch's  his- 

properties.  Anthony  was  showing  me  around  the  original 
tead,  a  New  England  saltbox  constructed  of  koa  wood  that 
a  French  formal  garden  with  the  sprawling  manor  used  by 
Jarkers.  At  today's  prices,  this  modest  saltbox  would  be 

at  least  a  million  dollars.  A  20-minute  drive 
:he  Kohala  coast  resorts  and  down  an  isolated 
ned  by  hunched  eucalyptus  trees  had  brought 
re  to  the  center  of  what  was  once  America's 
:  ranch.  In  1809,  Massachusetts-born  John 
•jumped  ship  here  as  a  19-year-old.  Staring 
r  from  a  photo  hung  on  the  wall,  he's  the  grim 

of  Andrew  Jackson  on  a  bad  hair  day.  King 
hameha  I  (it  required  a  beachside  yoga  session 
appy  hour  to  master  that  name),  the  warrior 
fho  launched  a  European-styled  monarchy  after 


unifying  the  islands,  must  have  seen  a  kindred  spirit  in  the  am- 
bitious interloper;  he  let  Parker  marry  his  granddaughter  and  buy 
two  acres  of  land  on  the  slopes  of  Mauna  Kea. 

At  the  time,  the  island  was  being  terrorized  by  herds  of  ma- 
rauding longhorns,  the  legacy  of  five  cattle  given  to  Kamehameha 
two  decades  earlier  by  a  British  sea  captain.  Parker  was  entrusted 
with  hunting  the  maverick  critters  with  his  newfangled  musket, 
but  not  before  sorting  out  the  better  ones  for  his  own  expanding 
ranch  lands.  He  was  prescient;  salt  beef  soon  replaced  increasingly 
scarce  hardwood  as  Hawaii's  biggest  export.  Over  the  next  cen- 
tury the  Parker  Ranch  ballooned  into  a  beef  empire  that  survived 
the  monarchy  and  Hawaii's  entry  as  the  50th  American  state.  By 
the  1950s,  the  ranch  had  250,000  acres  stretching  from  the  snow- 
capped volcano  to  the  increasingly  valuable  shoreline — even  the 
Rockefellers  had  to  lease  their  resort  land  from  the  Parkers. 
The  mix  of  New  England  and  Hawaiian  strains  produced  an 
outstandingly  strong-willed  and  photogenic 
family  The  Parkers  became  glamour  mag- 
nets, traveling  the  world  to  cavort  with  the 
tuxedo  set — they  were  even  invited  to  George 
V's  coronation.  But  lite  for  the  Parkers  was- 
n't one  big  luau.They  seemed  to  have  a  habit 
of  dying  young,  twice  leaving  toddlers  as 
owners  of  this  vast  empire.  When  John 
Parker's  son,  Ebenezer,  died  prematurely,  his 
daughter-in-law  was  so  distraught  that  she 
camped  on  his  grave  for  six  months  before 

The  mix  of  New  England 
and  Hawaiian  strains  produced 
an  outstandingly  strong- 
willed  and  photogenic  family. 

disappearing  into  the  stormy  Pacific;  Parker's  grandson,  Sam,  was 
such  a  spendthrift  ("I  try  everything  in  life  except  incest  and  folk 
dancing")  that  his  uncle  attempted  to  insure  against  impending 
bankruptcy  by  burying  money  around  the  ranch.  The  discovery  of 
a  bag  of  gold  coins  by  a  ranch  pole-digger  last  century  reaffirmed 
the  old  legend  of  a  lost  Parker  treasure  yet  to  be  found. 

The  Parkers' financial  troubles  became  so  acute  that  in  1899, 
facing  intrafamily  lawsuits  and  armed 
showdowns,  Honolulu  lawyer  A.W. 
Carter  was  brought  in  to  straighten 
things  out.  A.W.  stuck  around  to  per- 
sonally manage  the  place  for  half  a 
century,  enlarging  and  improving  the 
ranch  while  breeding  some  of  the  high- 
est-grade cattle  in  the  world.  Parker  Ranch  range- 
fed  Herefords  became  sought  after  by  breeders 
and  cooks  far  and  wide,  and  the  ranch's  thorough- 
breds became  such  legendarily  powerful  trotters 
on  the  rough  terrain  that  even  General  Patton — an 
accomplished  horseman  long  before  George  C.  Scott 
learned  to  growl  on  camera — came  to  the  ranch  as  a  young  man 
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10  personally  select  his  mount. 

The  ranch  played  an  even  more  impor- 
tant role  in  the  U.S.  military  after  Pearl 
Harbor,  when  50,000  Marines  trained  here 
for  island-hopping. The  volcanic  dome  near 
the  ranch  headquarters  was  a  stand-in  for 
Iwo  Jima's  Mount  Suribachi  during  their 
exercises.  The  annual  ranch  rodeo,  which 
now  occurs  every  July,  was  started  then  as  a 
morale  booster  for  the  troops.  "It's  different 
from  mainland  rodeos,  as  roping  and  horse 
racing  are  the  big  events,"  said  Anthony. 

After  the  war,  the  ranch's  last  heir, 
Richard  Smart,  took  the  logical  career  step 
of  fleeing  the  ranch  to  become  a  touring 
theater  singer;  he  even  played  Broadway, 
starring  with  Nanette  Fabray  in  Bloomer 
Girl  in  1947.  "It's  not  so  far-fetched  when 
you  think  that  John  Parker  used  to  enter- 
tain guests  singing  Hawaiian  chants  in  a 
loincloth,"  Anthony  noted. 

Orphaned  as  an  infant,  Smart  had  a 
Citizen  Kane  streak,  sending  museumloads 
of  art  treasures  from  his  travels  back  to  the 
isolated  ranch  mansion  that  he  had  recon- 
structed as  a  French  estate.  Here,  under 
Venetian  chandeliers  and  a  riot  of  Impres- 
sionist paintings  and  Chinese  pottery, 
Smart  held  court  with  his  many  showbiz 
pals  who  came  to  visit.  "It's  fun  to  imagine 
John  Wayne,  an  actor  playing  a  cowboy,  sit- 
ting here  listening  to  Broadway  show  tunes 
sung  by  a  real  cowboy  playing  an  actor,"  said 
Anthony,  showing  me  around  the  mansion, 
now  open  to  the  public. 

Lots  of  real  cowboys — the  paniolos — can 
be  found  wandering  around  the  pleasant  lit- 
tle town  of  Waimea,  which  sprang  up  next 
to  the  ranch.  The  word  is  a  bastardization  of 
espanols,  denoting  the  Mexican  vaqueros 
imported  here  in  the  1800s  to  teach  ranch- 
ing. In  Waimea  the  tourist  boutiques  that 
dominate  Hawaii's  other  coastal  towns  are 
replaced  with  ranch-supply  stores  and  su- 
permarkets where  you'll  see  paniolos  running 
errands  in  their  trademark  cowboy  hats  cir- 
cled with  flower  leis. 

"They'll  put  a  lot  of  effort  into  making  those  leis,"  one  of  the 
locals  told  me.  "They'll  work  on  them  in  the  ranch  stations  at 
nights  while  talking  story.  Someone's  always  got  a  slack-keyed 
guitar  and  a  ukulele  up  there,  so  there's  lots  of  singing,  too." 

Flower  arranging  and  singing?  Keep  your  smiles  to  yourself, 
pardner.  These  are  awfully  tough  hombres.  "Unlike  the  main- 
land, there's  no  winter  here,  so  paniolos  cowboy  365  days  a  year," 
said  Anthony.  "On  this  rough  terrain  you've  got  to  be  an  excep- 
tional rider  and  roper."In  1908  the  Parker  Ranch  sent  several  of 
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VISITING  THE 
PARKER  RANCH 

The  original  Parker  homestead,  top, 
and  main  Parker  mansion  bottom, 
which  houses  Richard  Smart's 
outstanding  art  collection,  are  on 
Highway  190  just  outside  of  Waimea. 
(808)  885-5433.  The  museum 
in  the  Parker  Ranch  Visitor  Center  in 
Waimea  narrates  the  saga  of  the  Parker 
family  and  paniolo  culture,  and  the 
ranch  offers  several  guided  daily 
horseback  and  4x4  ATV  rides,  including 
sunset  rides.  Private,  custom  rides 
can  also  be  arranged.  (808)  885-7655 
for  reservations.  Upland  game  bird 
hunting,  using  pointing  dogs  to 
pursue  12  species  of  birds,  including 
kalij,  erkels  and  Japanese  quail,  is 
available  October  though  February.  The 
annual  spring  turkey  hunt  runs  from 
March  to  April.  Big-game  hunting, 
which  includes  Polynesian  boar, 
Spanish  goat,  black  Hawaiian  sheep, 
axis  deer  and  even  wild  Vancouver 
bulls,  is  available  year-round.  For  more 
information  on  hunting  at  the 
ranch,  contact  Patrick  Fisher,  (808) 
960-4 1 48,  pfisher@parkerranch.  com. 
Schedules  and  directions  for 
visiting  the  Parker  Ranch  can 
be  found  at  www.parkerranch.com. 


its  paniolos,  including  Ikua  Purdy,  to 
world    steer-roping  championship 
Cheyenne,  Wyoming.  Much  to  the  surd 
of  mainland  cowboys,  he  cleaned 
Purdy's  bronze  statue  now  graces  the  fi 
of  Waimea's  main  shopping  center. 

The  town  also  has  a  state-of-the-art 
ater — a  legacy  of  Richard  Smart,  \ 
moved  back  permanently  after  more  t 
two  decades  away  to  stage-manage  the 
act  in  the  Parker  Ranch.  When  he  die 
1992,  he  left  the  ranch  not  to  his  outr; 
heirs  but  to  a  nonprofit  trust  he'd  set  ut 
benefit  the  Waimea  community  throJ 
educational,  medical  and  charitable  orga 
zations.  At  the  time,  the  ranch  was  value] 
$450  million.  It  has  probably  gone  up 
eral-fold  since  then.  Lucky  Waimea. 

"We  are  primarily  a  livestock  operatij 
we  still  ship  our  calves  to  the  mainland, 
we  also  have  diversified  operations,  fj 
tourism  and  hunting  to  quarrying,"  a 
Diane  Quitiquit,  the  ranch's  vice  presidi 
as  she  sat  in  her  corner  office  in  the  modi 
corporatelike  headquarters  overlooking 
basalt  plains.  "Smart  left  an  extraordid 
gift  to  Hawaii,  and  our  plan  is  to  prow 
perpetual  support  for  the  beneficiaries 
making  sure  the  ranch  endures." 

Almost  on  cue,  a  paniolo  led  a  doj 


tourist  riders  past  the  rodeo  arena  and  i 
the  open  slopes.  Out  there  on  a  remote  p 
ture  the  Parkers  were  gathered  in  an  ir 
mate  family  cemetery  overlooking  :h 
empire,  now  destined  to  be  kept  intacj 
perpetuity.  And  there  are  plenty  of  wayl 
enjoy  it  [see  inset]. 

The  sun  was  setting  somewhere  behi 
the  gathering  mist  on  the  slopes  of  Mad 
Kea's  volcanic  highlands.  Eerie  forms  be§ 
to  appear  on  the  plains  of  dry  grass  a 
basalt.  Patrick  Fisher,  one  of  the  rani 
hunting  guides,  peered  through  his  ri 
scope  while  gingerly  setting  up  a  shot! 
his  mainland  client. 

"It's  all  yours,"  Patrick  said  as  the  clil 
squatted  and  looked  through  the  scope.! 
"I  don't  see  anything  but  a  rock." 
"Shoot  the  left  side  of  the  rock." 

The  flash  from  the  rifle  shot  illuminated  a  set  of  dagger! 
tusks  on  the  "rock"  as  it  rolled  over  in  the  dusk:  another  Poly] 
esian  boar  headed  for  a  cooking  pit. 

There's  no  beach  in  sight,  and  no  one's  wearing  a  grass  skirtj 
this  feels  like  the  real  Hawaii,  the  one  John  Parker  saw  when  hel 
his  destiny  on  it.  "These  feed  off  the  clover,"  said  Patrick,  exanuj 
ing  the  dead  beast.  "It'll  be  sweet  meat.  Perfect  for  a  luau."  •  I 


ISO  !  ForbesLife 


-ilk  ^J^T  F 13 

#^1^  I  LhI  1 


THE  CROWD  AT  GATE  A-12 

at  the  Minneapolis  airport  looked  like  a  caucus  of  the  National 
Rifle  Association:  90  percent  male,  in  orange  blaze,  camouflage 
and  boots.  Clumpy  boots.  The  TSA  screeners  must  have  had  a 
heart  attack  when  they  saw  this  bunch  coming.  For  that  matter, 
so  would  Osama  bin  Laden.  There,  among  them,  was  Chuck. 

How  do  I  describe  Chuck?  Six-foot-three  but  looks  six-foot- 
six.  Jut  of  jaw,  piercing  eyes,  ruggedly  handsome.  He  was  the 
Winston  Man  in  the  ads.  Played  football  for  West  Point.  At  65, 
he  looks  like  he  could  still  get  the  ball  into  Navy's  end  zone.  He 
is  wearing  military-style  dark  glasses,  a  cowboy  hat  and  his  old 
Army  jacket,  with  Ranger  and  Airborne  insignias,  combat  in- 
fantryman badge  and  captain's  bars.  Thirty-seven  years  later,  it 
still  fits  him. 

"Chuckee!"  I  call  out.  I  call  him  this  in  ironic  homage  to  his 
machismo.  A  few  hunters'  heads  turn  suspiciously,  wondering  if 
they've  wandered  by  mistake  onto  the  set  of  "The  Return  to 
Brokeback  Mountain. " 

Chuck  has  with  him  the  current  issue  of  Fur,  Fish  and  Game 
magazine.  He  points  to  a  page,  inviting  me  to  share  his  indigna- 
tion. "Muskrat's  going  for  nine  bucks."  I  have  no  immediate  reply. 
"When  I  was  growing  up,"  he  says,  "it  was  three."  I  shake  my  head 
as  if  to  say  collegially,  Well,  damn. 

I  have  known  Chuck  for  nearly  20  years.  Never  in  all  that  time 
have  I  once  heard  him  make  specific  reference  to  what  happened 
in  Vietnam,  other  than  to  some  riotous  night  in  a  Saigon  bar — 
of  which  there  were,  apparently,  many.  A  few  years  ago,  as  I  was 
flipping  through  a  book  about  the  history  of  the  U.S.  Special 
Forces,  I  came  across  a  photograph  of  Chuck,  circa  1968.  He's 
holding  what  looks  like  a  still-warm  M-16  in  one  hand.  He's 
staring  at  the  ground,  grimly.  I  looked  him  up  in  the  index  and 
read.  While  lying  in  a  jungle  camp,  stricken  with  malaria,  his  out- 
post was  overrun  by  North  Vietnamese  troops.  He  pulled  the  IV 
tube  from  his  arm  and  went  to  work,  killing  12  of  the  enemy.  The 
last  time  I  had  seen  him,  a  few  months  ago,  was  at  Elaine's  in 
New  York,  sitting  next  to  Kirk  Douglas  and  John  Milius,  who 
wrote  the  movies  Dirty  Harry  and  Apocalypse  Now.  So — there 
you  have  Chuck.  We're  going  hunting  together.  Being  a  card-car- 
rying metrosexual  wimp  whose  idea  of  rugged  is  not  finding  a 
cab,  I  am  somewhat  nervous. 

The  scene  at  baggage  claim  in  Aberdeen,  South  Dakota,  is  fes- 
tive. Men  tend  toward  exuberance  when  being  reunited  with 
$10,000  shotguns  and  $3,000  hunting  dogs.  I  get  that  way  when 
the  repair  guy  from  Comcast  finally  shows  up. 

Chuck  has  rented  us  a  pickup  truck  that  looks  like  it  was  sired 
by  a  Humvee.  He  pops  in  a  Vince  Gill  CD  and  lights  a  Marlboro. 

"Shouldn't  you  be  smoking  a  Winston?"  I  say. 

"Nah.  Borof  he  bellows  out  the  open  window.  "I  only  smoke 
when  I'm  out  here." 

The  music  is  blasting,  the  October  air  is  crisp,  the  sky  is  blue 
and  very  big.  We  are  in  South  Dakota.  Chuck  gives  the  steering 
wheel  a  happy  thump.  "Isn't  this  great}" 

It  is.  We  drive  past  Wal-Mart.  Denny's.  Motel  6.  Grain  silos. 


Immense  grain  silos.  A  freight  train  chugs  by,  104  cars  \ 
Starbucks  in  sight.  Signs  everywhere  say:  HUNTERS  WELCQ 
You  don't  see  that  much  back  in  old  Manhattan. 

We  get  our  hunting  licenses  at  a  gun  store  housed  in  what  ll 
like  a  large,  blast-proof  concrete  igloo.  Perhaps  the  idea  is  to 
tain  a  blast.There  is  enough  ammunition  inside  to  retake  Falli 

Chuck  decides  he  needs  one  more  "house  gun" — ano 
phrase  you  don't  hear  so  much  back  East.  He  selects  a  stain] 
steel-finish  Ruger  over-and-under  12-gauge.  It  looks  utilitai 
like  something  you'd  point  at  a  burglar  rather  than  a  pheasa, 

"Not  the  prettiest  guns  in  the  world,  Rugers,"  Chuck 
serves,  drawing  a  bead  on  an  imaginary  bird,  "but  man,  youj 
depend  on  them." 

Jon  is  with  us.  Jon  is  Chuck's  friend  and  property  mana 
He  grew  up  on  a  Blackfoot  Indian  reservation  in  Montana 
knows  everything  there  is  to  know  about  hunting.  He  and  CH 
hold  an  erudite  discussion  of  ammunition,  specifically:  lead 
sus  steel  versus  bismuth.  When  hunting  "core  land,"  such 
watershed,  you  are  required  to  shoot  steel  pellets,  which  are  i 
logically  friendly.  Anything  with  the  word  "lead"  can  be  assuJ 
to  be  ecologically  inimical.  (If  you  want  to  get  a  reaction  f  ron 
Gore,  lean  in  close  to  his  ear  and  and  hiss  "Lead.'") 

Bismuth,  I  learn,  is  ecologically  friendly;  in  fact,  desira. 
Indeed,  Mother  Nature  yearns  to  be  littered  with  pellets  mac 
bismuth.  But  like  the  Kyoto  Accords,  it's  expensive,  and 
Chinese  won't  go  along.  Chuck  shakes  his  head  at  the  need 
of  shooting  steel  pellets.  "It  doesn't  have  the  stopping  powe 
lead,"  he  mutters.  "I've  shot  birds  practically  point-blank  v 
steel.  They  just  go,  'What  was  that,  a  mosquito?' and  fly  off.'] 

I  carry  a  crate  of  lead  and  steel  rounds  to  the  pickup.  Th< 
something  atavistic  about  hefting  ammo.  It's  so  much  rd 
manly  than  taking  out  the  garbage.  We  drive  west. 

Chuck's  property  consists  of  860  acres  overlooking  the  Missi 
River,  about  two  hours  west  of  Aberdeen.  Lewis  and  C! 
passed  right  through  his  property  on  their  way  to  the  Pac 
Sacagawea,  the  young  Shoshone  Indian  woman  who  servet 
their  native  translator,  is  buried  not  far  from  here,  as  is  Sitl 
Bull.  We're  on  the  ancestral  land  of  the  Standing  Rock  Nati^ 
The  last  nails  are  being  pounded  into  Chuck's  brand-i| 
bunkhouse  by  a  nervous  young  contractor  as  we  drive  up.  I'c 
nervous,  too,  if  I  were  a  contractor  working  for  Chuck  on  a  ti 
deadline.  Jon  grins.  "Chuck  has  been  sharing  his  concerns  v 
us  for  the  last  several  months  about  the  necessity  of  finish 
by  today." 

The  bunkhouse  is  about  the  size  and  shape  of  a  double-w 
one  large  room  with  bunk  beds  for  ten  around  a  wood-burn 
stove.  There's  a  very  decent  modern  kitchen,  two  bathrooms 
a  caretaker's  apartment.  A  covered  porch  runs  the  length  o 
though  I  hesitate  to  call  it  a  "porch." It  feels  more  like  one  of  th 
boardwalks  outside  a  western  saloon.  You  expect  to  hear  the  cl 
of  spurs  and  boots  and  a  voice  snarling  at  you,  "Steady,  pilgrin 

The  sun  will  be  setting  in  an  hour,  so  we  head  out  with, 
and  his  dogs,  five  splendid  German  wirehaired  pointers  v< 
names  like  Buster  and  Duchess,  to  hunt  a  small  coulee  beh 


bouse.  A  coulee  is  like  the  Grand  Canyon,  only  a  lot  smaller. 
Ve  descend  into  the  coulee,  boots  crunching  on  dry  Russian 
le.The  land  here  was  in  drought.  You  sense  that  if  you  dropped 
itch,  the  conflagration  would  go  all  the  way  to  Aberdeen, 
"he  dogs  soon  flush  a  bird.  We  shoulder  our  guns.  Jon  shouts, 
nf  We  lower  our  guns.  "Hen,"  I  learn,  is  an  anticlimactic 
d,  the  equivalent  of  "Not  tonight,  dear."  You're  only  allowed 
loot  "roosters" — cock  pheasants.  The  limit  is  three  per  day. 
)ver  the  course  of  four  days  we  saw  perhaps  a  thousand  or 
e  birds.  South  Dakota  is  to  pheasant  what  New  York  City  is 


to  people.  Indeed,  the  respective  populations  are  about  the  same: 
eight  million.  Last  year,  hunters  in  South  Dakota  took  about  1.9 
million  (pheasant,  that  is,  not  people).  Conservation  over  the  last 
20  years  has  quadrupled  the  pheasant  population.  Enforcement 
is  rigorous  and  entails  curious  rituals.  For  instance,  when  you 
clean  a  bird,  you  have  to  leave  the  wing,  head  or  leg  attached  to 
the  breast  so  as  to  satisfy  the  game  warden  that  it's  a  male.  The 
wardens,  or  "conservation  officers,"  here  are  treated  like  maitre  d's 
back  home — with  reverence  and  fear. 

It  is  getting  cold. The  stars  are  beginning  to  appear  and  there's 


vise  from  top: 
Phil  and  a  day's 
)f  pheasant;  men  at 
huck's  brand-new 
)use  sleeps 
II  life  with  shotgun 


a  sliver  of  a  hunter's  moon. 

"When  one  is  hunting,"  Ortega  y  Gasset 
vrote,  "the  air  has  another,  more  exquisite 
feel  as  it  glides  over  the  skin  or  enters  the 
lungs,  the  rocks  acquire  a  more  expressive 
physiognomy,  and  the  vegetation  becomes 
loaded  with  meaning.  But  all  this  is  due  to 
the  fact  that  the  hunter,  while  he  advances  or 
waits  crouching,  feels  tied  through  the  earth  to 
the  animal  he  pursues,  whether  the  animal  is  in 
view,  hidden  or  absent.  The  reader  who  is  not  a 
hunter  may  think  that  these  last  words  are  mere  phraseology, 
simply  a  manner  of  speaking.  But  the  hunter  will  not." 

We  work  our  way  up  the  coulee  toward  the  railroad  tracks.  Jon 
shouts,  "Point!"  and  in  the  next  instant  Duchess  or  Buster  flushes 
another  bird.  It  bursts  out  of  the  scrub. 

"Rooster!" 

Chuck  swings  his  Benelli  12-gauge  pump  and  shoots.  The 
bird  wobbles,  but  flies  on.  I  fire  and,  for  some  inexplicable  reason, 
hit  it.  The  bird  drops  and  is  briskly  retrieved  by  the  dogs. 

We  are  too  tired  to  cook,  so  we  drive  into  town  and  eat  at  a 
place  called  the  Wrangler  Inn,  where  everyone  is  either  a  hunter 
or  a  walleye  fisherman.  A  large  member  of  the  Standing  Rock 
Nation  plays  darts. 

The  others  arrive  the  next  day,  friends  of  Chuck.  They've  been 
shooting  together  for  years.  There  is  Philippe,  who  is  Belgian 
but  might  as  well  be  French.  He  owns  two  famous  restaurants 
in  New  York.  He  is  handsome  and  funny  and  wears  expensive 
cowboy  boots  and  hat.  He  strides  in,  hands  holding  imaginary 
twin  six-shooters.  "I  have  two  licenses,"  he  announces.  "One  for 
these" — he  unholsters  the  faux  pistols — "and  one  for  these  " 
reaching  back  to  unsling  two  imaginary  lever-action  rifles. 
"That  way,  you  can  shoot  twice  as  many!"  He  immediately  sets 
to  turning  several poulets  into  dinner.  We  are  in  a  bunkhouse  in 
the  middle  of  an  Indian  reservation  in  South  Dakota  near 
nowhere,  and  a  three-star  chef  is  preparing  dinner.  Give  me  the 
hardy  life  anytime. 

Phil  arrives.  Phil  runs  a  New  York  advertising  agency  and  is, 
as  Chuck  says,  "an  800-pound  gorilla."  If  you  see  a  commercial 
on  TV  that  has  anything  to  do  with  prescription  drugs  or  chronic 
pulmonary  obstructive  whatever  or  restiess  leg  syndrome,  chances 
are  Phil  produced  it.  He  is  a  New  Yorker,  which  is  to  say  that 
every  third  word  starts  with  the  letter  F.  He's  a  very  good  shot. 
One  night  after  dinner  someone  says  to  him  that  he  seemed  quiet 
earlier  in  the  day.  Phil  says,  "Ever  since  I  lost  my  son  a  few  years 
ago,  it's  like  you're  carrying  a  brick  around  in  your  pocket.  It's  al- 
ways there.  You  never  get  rid  of  it." 

Jerry  arrives.  In  the  1960s  he  and  Chuck  were  Army  lieu- 
tenants stationed  in  Germany.  Their  reminiscences  of  this  period 
are  colorful.  Jerry  is  from  Jacksonville  and  has  a  deep  Southern 
baritone,  along  with  a  ready  grin.  He  has  sons  and  grandsons  and 
is  close  to  them  and  hunts  with  them.  He  develops  real  estate. 
Chuck  tells  me,  "He's  done  real  well."  You  wouldn't  know  it  to 
talk  with  him.  No  hedge  fund  manager,  he. 


Gary  arrives.  Chuck  calls  Gary  "The  Will  Rogergl 
the  New  Millennium."  He's  Texan — deep-do- 
Texas:  funny,  bandy-legged,  goateed,  chews  \\ 
bacco,  which  he  spits — pwwwwt — in 
a  Coke  bottle  while  at  the  dinner  tall 
(you  don't  see  that  in  Manhattan  muni 
either),  knows  the  lyrics  to  every  com 
try-western  song  ever  written  a 
lives  to  hunt.  He  doesn't  miss.  He's  j< 
flown  in  from  Iceland,  where  he  r|| 
spent  eight  days  in  a  wetsuit  up  to  his  groin  in  ice-cold  wall 
shooting  an  allergy  medicine  commercial  for  Phil.  He  has  arriv 
from  Bismarck,  two  hours  north  of  here.  "Man,"  he  says,  stari 
ing  in  the  doorway,  "they  got  some  tumbleweeds  the  size  i 
Volkswagens  blowin'  in  here." 

Chuck  has  bought  all-terrain  vehicles  in  Aberdeen.  We  set  off  J 
a  variety  of  three-  and  four-wheelers.  Chuck  says,  "It's  like  a  b 
Mel  Gibson  movie." 

I  sit  on  the  back  of  Chuck's  four-wheeler,  one  hand  holdii 
the  Ruger,  the  other  clinging  on  to  a  handful  of  Chuck's  jacUl 
for  dear  life.  He  drives  at  35  miles  an  hour  over  prairie  dog  hold 
In  his  post-Vietnam  hell-raising  period,  Chuck  and  his  Harla 
Davidson  were  a  regular  fixture  on  Manhattan's  streets.  rfl 
owned  a  bar  where  the  local  chapter  of  Hells  Angels  liked 
drink.  Powder-fine  dirt  coats  me  head  to  toe. 

Philippe  asks  me,  "What  happen  to  you?" 

"You  look  like  Rommel,"  Chuck  says. 

"More  like  a  raccoon,"  Gary  observes. 

We  peer  out  over  a  vast  dry  lake  bed.  It's  a  mile  or  so  acros 
thick  with  desiccated  cattails.  There's  a  stiff  wind  blowing, 
miles  an  hour  or  more,  creating  a  blizzard  of  dried  cattail  spore 
It  looks  like  the  Before  part  of  one  of  Phil's  allergy  medicij 
commercials.  We  descend. 

"This  is  cowboy  hunting,"  Chuck  says,  spitting  out  catta 
spores  as  we  crunch  through.  You  can't  see  anything.  I  can  tfl 
where  Phil  is  by  the  sound  of  F-words. 

An  hour  later  we  emerge,  birdless,  blind  and  spitting  out  lunj 
fuls  of  cattail. 

"Man,"  Chuck  says,  "that  was  nasty." 

We  drink  wine  and  watch  the  sun  set  as  Philippe  fills  the  hous 
with  pleasant  smells  of  dinner. 

Someone  opens  a  hunting  magazine  to  a  two-page  spread, 
shows  a  mountain  lion  staring  frostily  at  the  photographer.  TU 
headline  says:  COLD  SWEAT. 

"Man,"  Gary  says,  "I'd  like  to  pop  me  one  of  them.  Have  th 
leg  hangin'down  over  the  mantle." 

The  conversation  drifts  to  the  subject  What  is  the  "scariesl 
animal?  The  correct  answer  is,  surely,  "man,"  but  something  tel] 
me  not  to  offer  this  insight.  Philippe  gives  a  shrug  as  if  to  suggej) 
that  there  can  be  no  disagreement.  "The  Siberian  tiger,"  he  sayi 
"They  are  the  most  ferocious." 

Chuck  shakes  his.  "Polar  bear.  Vicious  mother  ******.'' 

Philippe  brings  the  conversation  to  a  screeching  halt  b 


[y  announcing  "Ostriches." 
leads  turn.  Ostriches? 

Vhen  an  ostrich  is  angry,"  says  Philippe,  "it  will  gut  you — 
its  claws."  So  now  as  I  drift  off  to  sleep  I  have  another  item 
y  list  of  Ways  I  Really,  Really  Don't  Want  to  Die:  clawed  to 
1  by  annoyed  ostriches.  What  would  they  say  at  my  funeral? 
God  loved  me? 

h  are  manly  men,  but  we  take  our  Lunesta  and  Ambien. 
not?  Phil  shot  the  commercials!  As  we  drift  off,  Chuck 
aurs,  "We're  gonna  get  some  birds  tomorrow,  boys." 
i  the  middle  of  the  night  I  awake  to  the  sound  of  coyotes.  A 
many  coyotes.  In  fact,  a  stunning  number  of  coyotes.  In  fact, 
id  there  be  this  many  coyotes  out  here?  Is  this,  like,  normal? 

cfast  conversation: 

lilippe:  "You  should  go  to  Hungary,  for  the  wild  boar, 
istic." 

huck:  "I  don't  shoot  four-leggers." 
rry:  "Only  two-leggers?" 
huck  shrugs.  "Got  my  limit  on  those." 
ary  comes  back  to  the  house  with  two  sharp-tailed  grouse, 
h  you  are  allowed  to  shoot  before  noon.  They're  beautiful 
,  whitish  with  black  and  tan  chevrons;  but  they  look  very 
beside  Phasianus  colchicus,  which,  with  their  green  heads,  red 
cs,  white-ringed  necks,  iridescent  plumage  and  long,  golden 
:athers  look  as  though  Nature  dressed  them  for  Mardi  Gras. 
/Ian,"  Gary  says,  setting  them  on  the  table,  "it's  hotter  out 
than  a  backseat  on  prom  night." 

h  drive  over  to  Chuck's  neighbors,  who  have  kindly  allowed 
hunt  two  cornfields  on  either  side  of  a  swatch  of  trees.  This 
mo  pheasant  land — as  Chuck  puts  it:  "Two  restaurants  on 
r  side  of  a  hotel." 

/ben  eight  guns  converge  through  tall  corn  and  forest,  you 
to  be  laying  down  some  rules. The  biggest  story  in  the  local 
r  today  is  about  two  hunters  who  ended  up  in  the  hospital 
faces  full  of  number-six  shot.  This  has  become  known  as 
k  Cheney-style  hunting."  The  Vice  President  must  be 
ed  that  his  name  has  become  synonymous  with  "Shooting 
fellow  hunters  in  the  face." 

he  neighbor  draws  a  map  and  assigns  positions.  We  are  all 
ing  orange  blaze;  still  we  enthusiastically  agree:  "No  low 
:."Make  sure  you  see  blue  sky  behind  the  bird, 
he  dogs  go  in,  and  within  moments  the  birds  are  boiling  out 
z  woods  and  corn  in  every  direction.  I  take  aim  at  a  high-fly- 
aoster  just  as  a  buck  deer  leaps  out  of  the  corn.  The  buck  has 
ing  to  fear  from  me,  but  for  some  reason  the  sound  of  eight 
runs  blasting  away  have  persuaded  him  that  this  neighbor- 
1  has  gone  to  hell. 

y  the  time  the  dogs  have  done  their  retrieving,  we  count 
irds.  We  place  them  in  the  back  of  the  pickup,  where  they 
i  a  mound  of  iridescent  jewel-toned  feathers  and  still- 
El  bodies. 

/e're  sweaty,  tired,  smeared  with  dirt  and  blood,  and  happy 
at  way  you  are  when  the  hunt  has  gone  well.  The  neighbor's 
grandsons,  ages  eight  and  ten,  look  on  wistfully.  They  badly 


want  to  be  12,  when  they  can  hunt  legally.  The  younger  one 
shows  me  a  badger  skull,  which  I  admire.  I  tell  him  I  was  about 
12  when  I  first  hunted  pheasant  with  my  father.  A  freight  train 
whistles  in  the  distance.  The  moon  is  already  up. 

Gary  squirts  a  cudful  of  tobacco  juice  onto  the  road.  It  lands 
with  a  dusty  splat.  "Don't  worry  about  the  mule  bein'  blind,"  he 
says  with  mock  annoyance, "just  load  the  ******  wagon."  Every- 
one laughs.  I  do,  too,  though  I  can't  quite  put  my  finger  on  why 
it's  so  funny.  We  load  up  and  head  on  back  to  the  bunkhouse. 

I  cook  dinner  that  night  and  am  nervous,  since  I  do  not  nor- 
mally prepare  meals  for  a  three-star  chef.  But  the  pheasant  are 
tasty.  We  drink  the  last  of  our  wine  and  smoke  a  cigar  on  the 
porch,  shivering  and  listening  to  the  coyotes.  The  next  morn- 
ing there  is  snow  on  the  ground  and  it's  time  to  go  home.  We 
got  our  limit.  • 


Happy  hour  on  the 
bunkhouse  deck 


WE'RE  J 
TIRED,  SI 


WITH  DIRT 

AND  BLOOD, 
AND  HAPPY  IN 

YOU  ARE  WHEN 


THE  HUNT  HAS 
GONE  WELL. 


Asian 


First  Vietnam,  then  Cambodia. 
Now  Laos  comes  into  its  own 

as  a  tourist  destination. 
Just  don't  eat  the  laap. 
By  Laurie  Werner 


the  ferry  at  the  Mekong  crossing  of  Ban  Muang 
in  Laos  operates  in  a  pretty  laissez-faire  sort  of 
way.  The  tiny  boat,  accommodating  just  three 
or  four  cars,  doesn't  have  a  schedule;  it  leaves 
when  it  fills  up,  whether  that  takes  five  minutes 
or  all  afternoon.  On  the  day  I  tried  to  cross, 
"whenever"  seemed  to  be  the  timetable,  so  I 
had  ample  opportunity  to  check  out  the  local 
commerce — fishermen  throwing  nets  into  the 
muddy  river — and  dining  options,  including 
skewers  of  grilled  crickets  waved  in  front  of  my 
face.  Mostly,  though,  I  watched  the  ferry  deck- 
hands in  their  sun  hats  stamped  "U.S.  Army" 
and  had  Vietnam  War  flashbacks.  Well,  Vietnam  War  movie 
flashbacks,  anyway — the  Vietnam  era  being  the  last  time  this  for- 
gotten country  really  made  the  U.S.  news. 

In  those  days,  it  was  the  secret  CIA-led  war  and  massive 
bombing  raids  along  the  North  Vietnamese  army's  supply  lines 
through  Laos  to  South  Vietnam — the  Ho  Chi  Minh  trail — that 


lying  on  the  ground.  "People  find  bomb  casings  everywl| 
and  make  useful  things  out  of  them,"  Vong  Athit,  my  gui 
explained.  "In  the  city,  people  make  flowerpots  out  of  the 
Sadly,  at  least  once  a  month  someone  also  happens  upon  uni 
ploded  bombs  from  the  millions  of  tons  that  rained  down  om 
country.  Lost  limbs,  lost  lives  result.  Yet  when  you  ask  peon 
they're  angry,  they  say  no  and  seem  to  mean  it.  Then  there 
those  U.S.  Army  hats,  expressing  irony  or  not. 

Even  as  these  dark  memories  linger,  though,  Laos  is  poise 
follow  a  path  traveled  by  its  neighbors  Vietnam  and  Cambol 
both  now  hot  spots  of  a  different  sort:  on  the  tourism  mapi 
megahotels  spring  up  in  Vietnam  and  tourist  buses  flood  Si 
Reap  for  guided  tours  of  Angkor  Wat,  the  cries  of  overdei 
opment  follow,  with  people  looking  for  the  next — maybe 
last — unexploited  spot.  With  its  comparably  haunting  seen 
including  rice  fields  in  the  south  and  misty  mountains  in 
north,  its  temples,  some  of  which  predate  Angkor  Wat,  ano 
relative  lack  of  crowds,  Laos,  ready  or  not,  may  just  be  it. 

Given  my  entry  process,  however,  I  didn't  see  the  good  a 


gave  this  small  country  its  notor-  From  left:  [he  golden 

iety.  For  people  of  a  certain  age  who  facade  of  Vientiane's  Pha 

4.  u  j  *.i      -  i  i  ^  c  That  Luang;  recycled  bomb 

watched  the  nightly  reports  from  casjng  jf)  tuang  prabang; 

the  world  s  first  televised  war,  it  s    French  colonial  echoes 
still  all  they  know  about  the  place,    in  Pakse;  gathering  alms 

as  I  realized  when  I  told  my  father 

my  plans  to  go.  "You're  going  where?"  he  said,  mystified.  What 
was  I  going  to  see?  The  remnants  of  war?  Shattered  villages? 
Unexploded  bombs? 

In  the  case  of  the  latter,  the  answer,  unfortunately,  could  actu- 
ally be  yes.  The  Vietnam  War  ended  40  years  ago,  but  reminders 
are  still  everywhere  in  Laos.  While  waiting  to  ride  an  elephant  in 
an  elephant  refuge  outside  of  the  former  northern  capital  Luang 
Prabang,  I  noticed  a  kind  of  canoe  made  from  a  bomb  casing 


right  away.  To  be  fair,  I  had  picked  the  most  punitive  way 
flying  into  the  new,  almost  unfeasibly  vast  international  aid 
in  Bangkok,  then  transferring  to  the  old  domestic  Don  Mu 
airport  an  hour  away  (the  new  airport  may  be  flashy  but  its  r 
ways  are  cracking,  so  many  domestic  flights  have  been  mo 
back  to  the  old  one)  for'a  flight  to  the  eastern  Thai  city  of  Ul 
Ratchathani.  From  there  a  two-hour  drive  took  me  to  the  t 
der,  where  I  exited  Thai  immigration  and  wandered  over  t 
wooden  hut  on  the  Lao  side  to  obtain  a  visa  and  clear  immii 
tion.  An  hour's  drive  later,  I  pulled  up  in  my  first  stop,  Pakse. 

The  commercial  center  of  southern  Laos,  Pakse,  is  busy,  n« 
and  on  a  charm  level  with  maybe  Secaucus.The  first  view  of 
hotel,  the  Champasak  Palace,  wasn't  promising  either:  shred 
flags  on  poles  surrounding  one  bearing  the  Communist  hami 
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ickle,  among  the  few  still  flying  around  the  world.  (The 
munist  Pathet  Lao  government  seized  power  in  1975  and 
the  country  largely  shut  off  from  the  world  until  1986, 

more  liberal  social  and  economic  policies  began  to  filter 
,ao  royalty  being  far  less  popular  after  the  takeover  than  in 

eras,  the  prince  who  was  building  the  white,  wedding  cake 
ipasak  as  his  palace  fled  the  country  without  living  in  it  (ar- 
:ture  critics  would  agree  with  his  decision).  It  has  an  air  of 
r  deserted,  Stephen  King  menace  about  it,  felt  most  keenly 
iner  the  first  night  when  I  had  the  vast  dining  room  to  my- 
Not  the  same  the  following  night  in  a  cafe  down  the  street 
to  one  of  the  town's  many  espresso  bar/Internet  cafes.  A 
fed  rat,  barely  noticed,  ran  past  the  diners  and  out  the  door, 
s  kind  of  a  relief,  then,  to  find  that  my  Noodles  with  Pork 
:d  to  be  missing  the  pork.) 

om  my  terrace  at  the  Palace,  though,  I  had  a  fine  view  of  the 
)ng  and  the  cellular  tower  right  in  front,  cell  service  having 
erated  in  the  country  in  the  last  five  years.  (So  much  so,  as 
xpat  told  me,  that  even  the  local  buffalo  herder  had  one.) 


country's  paved,  north-south  two-lane  "highway,"  to  another  of 
the  region's  highlights:  the  massive,  rugged  Khone  Phapheng 
Falls.  The  Lao  call  this  natural  wonder  their  Niagara  Falls,  and 
it's  certainly  dramatic,  although  lacking  nearby  souvenir  shops 
and  tour  boats  filled  with  screaming  tourists  getting  splashed. 
Nature,  which  the  Lao  government  has  been  careful  to  protect, 
seems  to  be  enough  on  its  own. 

En  route,  we  also  stopped  at  an  open-air  restaurant  for 
grilled  Mekong  fish,  one  of  the  most  pleasing  staples  of  the  Lao 
diet.  Lao  cuisine,  which  one  chef  described  to  me  as  "Thai  for 
Europeans"  (meaning  less  spicy  and  complex),  shares  some  char- 
acteristics and  dishes  with  its  Southeast  Asian  neighbors  but — 
reflective  of  a  much  poorer  country — is  somewhat  less  varied 
and  vibrant.  Noodle  soup  with  a  chardlike  green  vegetable  and 
chicken  or  buffalo  meat  is  wonderful,  depending  on  where  you 
get  it.  (If  Zagat  had  a  Laos  guide,  #1  would  be  Miss  Chan's  in 
Luang  Prabang,  which  starts  boiling  stock  for  the  soup  at  6:30 
a.m.  and  runs  out  before  noon.  It  took  me  three  tries  to  get 
some.)  On  the  other  hand,  laap,  a  traditional  dish  composed  of 


it  was  only  a  50-km  drive  to  my  reason  for  traveling  to  this 
)f  the  country:  Wat  Phou,  a  mostly  11th-  and  12th-century 
ilex  of  temples  that  is  a  vestige  of  the  same  Khmer  king  who 
the  larger  Angkor  Wat  several  hours  south  in  Cambodia, 
e  that  temple  dazzles  because  of  its  detail  and  sheer  massive 
:,  the  Lao  version  is  a  more  delicate  pleasure,  offering  the 
of  two  matched  pavilions,  along  with  other  temples  con- 
ig  walls  dating  to  the  fifth  and  sixth  centuries.  It's  a  very 
e  place,  partly  because  there  isn't  a  bus  tour  in  sight.  On  the 
was  there  only  a  few  hardy  climbers  made  it  down  the  wide 
lenade  and  up  the  steep  stone  stairs  to  study  the  ruins  and 
i  the  monks  in  their  orange  robes  going  about  their  rituals, 
om  Wat  Phou,  it  was  about  an  hour — give  or  take  several 
:s  for  buffalo  sauntering  across  the  road — along  route  13,  the 


raw  meat,  lemon  juice  and  chopped  mint,  is  a  guaranteed  holo- 
caust for  a  Western  GI  tract. 

If  food  can  be  a  minefield,  flying  the  country's  domestic  air- 
line up  to  Vientiane  and  Luang  Prabang  seemed  a  death  wish, 
given  Lao  Airlines'  dubious  reputation  on  international  safety 
lists.  (Until  recently,  driving  might  have  been  even  riskier,  since 
there  were  groups  of  roving  bandits  on  route  13  between  the  two 
cities.)  But,  surprisingly,  Lao  Air  turned  out  to  be  quite  profes- 
sional, with  a  staff  that  seemed  to  know  what  it  was  doing  and 
planes  that  were  well-kept  and  appeared  sturdy. 

Vientiane,  as  I  had  heard,  was  beautiful  and  romantic  ten  years 
ago,  a  mix  of  French  Colonial  architecture  and  temples  with 
quiet,  leafy  streets.  Today,  though,  the  country's  capital  is  busy, 
noisy,  built-up  and  architecturally  chaotic.  Along  with  the  ornate 
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rnples,  there  are  also  modern  eyesores.  You  can  do  all  the  req- 
uisite sightseeing  in  an  hour. 

Luang  Prabang  is  a  completely  different  story,  which  I  sensed 
as  we  were  landing.  The  misty,  mountainous  terrain  around  the 
city  is  so  startlingly  beautiful  that  it's  practically  a  religious  expe- 
rience— and  maybe  an  actual  one.  Local  lore  has  it  that  Buddha 
looked  at  this  location  between  the  Mekong  and  Nam  Khan  rivers 
with  its  ring  of  lushly  forested  mountains  and  predicted  that  a 
great  city  would  someday  be  built  here.  Fast-forward  several  cen- 
turies, and  a  city  was  founded,  then  called  Muang  Sua,  the  result 


Bang,  took  up  residence  there,  remains  the  nucleus  of  Budd 
study  in  the  country.  The  town — a  designated  UNESCO  W| 
Heritage  site — offers  a  lovely  mix  of  secular  Lao  and  Frejl 
Colonial  architecture,  plus  dozens  of  monasteries  and  temn 
including  the  ornate  16th-century  Wat  Xieng  Thong  wit  J 
intricate  carvings,  gold-leaf  walls,  glass  mosaics  and  sloping  til 
roofs.  Even  more  impressive,  this  city  of 26,000  is  home  to  ljj 
monks.  Their  daybreak  procession  through  the  town  to  red 
cups  of  rice  as  alms  from  the  residents  is  both  deeply  mo\j| 
and  a  growing  tourist  attraction — so  much  so  that  residil 


of  two  sages  seeing  a  flame  tree  rising  from  the  point  where  the 
rivers  meet.  A  few  centuries  after  that  came  the  prodigal  son  tale. 
A  devout  Buddhist  prince  named  Fa  Ngum,  whose  wastrel  father 
had  been  dethroned,  battled  his  way  up  the  Mekong  to  the  city, 
conquered  it  and  founded  the  Lanexang  Kingdom  in  1353.  He 
named  Muang  Sua  as  his  capital,  and  so  it  remained  until  1563, 
when  the  Laotian  capital  moved  to  Vientiane. 

The  government  buildings  may  have  moved  but  the  city,  re- 
named Luang  Prabang  when  the  royal  image  of  Buddha,  the  Pra 


worry  it  might  overtake  and  destroy  the  town  in  the  marine 
the  locustlike  swarms  of  tourists  overrunning  delicate  sites  s 
as  Machu  Picchu  and  Venice. 

"You  hear  these  tourists  at  5:30  in  the  morning  talking  loul 
disturbing  everyone,"  explains  Gilles  Vautrin,  a  Frenchman1 
moved  to  Luang  Prabang  with  his  partner,  Yannick  Upravarl 
1999.  It's  now  much  later  in  the  day,  quieter,  a  muggy  evening 
the  terrace  of  the  French-Lao  restaurant  L'Elephant,  which 
two  operate  in  the  French  Colonial  building  that  Upravan  in! 


Given  Laos'  still-developing  tourism  infrastructure 

it's  best  to  let  a  travel  company  with  experience  in  the  region  organize  a  trip.  Cox  and  Kings  has  a 
comprehensive  network  of  resources  and  guides  in  the  country  and  can  organize  trips  of  any  length,  eithe 
concentrating  on  Laos  or  as  an  add-on  to  a  Southeast  Asian  itinerary.  (800)  999-1758, 
www.coxandkingsusa.com. 

GETTING  THERE:  The  international  port  of  entry  to  the  country  is  usually  Bangkok.  There's  an 
extra  stop  if  you  go  through  Singapore  on  Singapore  Airlines,  but  it's  worth  it  to  experience 
new  first-class  service.  The  leather  and  mahogany  seats  are  35  inches  wide  and  designed 
by  a  luxury-car  designer — it  feels  like  sitting  in  a  Maybach  and  converts  to  a  really  cushioned 
bed.  That  plus  a  workstation  with  spreadsheets  and  word-processing  built  into  the  entertainm 
system,  and  menus  from  world-class  chefs  such  as  Gordon  Ramsay  and  Alfred  Portale  make  th 
time  pass  much  more  quickly.  (800)  742-3333,  www.singaporeair.com. 
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from  his  grandmother.  "They  treat  the  monks  as  a  spectacle, 
g  too  close  to  them  to  take  pictures.  It's  awful.  I  hear  they've 
ed  the  novices  to  the  other  side  of  the  river.  Now  I'm  afraid 
nonks  will  stop  doing  the  offerings  entirely." 
.nd  that's  not  the  only  change  looming.  As  expat  Canadian 
Ira  Yuck,  who  owns  the  exquisite  Lao  crafts  store  Caruso 
observes,  big  developments  are  coming  to  this  little  town, 
the  focus  of  so  much  world  interest.  "There  are  so  many 
iese  investing,"  she  says.  "The  government  sold  a  group  a 
of  land  on  which  they're  going  to  build  their  own  city  and 


Other  residents  aren't  too  concerned.  First,  UNESCO  has 
oversight,  restricting  what  can  be  built  in  the  city.  And  the  relaxed 
attitude  of  the  Lao  people  in  general  should  help  mitigate  devel- 
opment greed.  "Typical  is  an  employee  I  wanted  to  promote,"  says 
Jeremie  de  Fombelle,  general  manager  of  La  Residence  Phou 
Vao.  "He  had  done  such  a  good  job  that  I  wanted  to  bump  him 
up  to  a  higher  level  but  he  refused.  As  he  explained,  he  was  grate- 
ful but  he  would  then  have  to  work  harder  and  longer  hours.  He 
thought  his  life  was  perfect  as  it  was — he  had  plenty  of  time  for 
his  family,  for  a  Lao  beer  at  night  with  his  friends  and  to  play 


>rt,  just  outside  of  Luang  Prabang.  Another  group  from 
a  is  building  a  golf  course." 

he  boutique  hotel  renovations  started  a  few  years  ago,  in- 
ing  the  one  undertaken  by  the  town's  premier  hotel,  La 
dence  Phou  Vao,  when  it  was  purchased  by  the  luxury 
p  Orient-Express.  It  is  the  reigning  "best  place  in  town," 

its  top-of-the-hill  location,  facing  the  gold  stupa  of 
nt  Phousi  rising  from  the  green  hills.  At  night  when  vo- 
candles  float  on  the  hotel's  pool  in  the  foreground,  the 
:  is  absolutely  magical.  But  competition  is  on  the  way:  One 
e  bluest-chip  names  in  the  hotel  business,  Amanresorts, 
wing  in  as  well:  Aman  has  taken  over  a  property  that  was 

a  hospital  and  is  scheduled  to  open  in  late  2008,  or  early 
K  (Is  it  perhaps  the  next  stop  for  a  high-profile  fan  of 
:own,  Mick  Jagger,  whose  smiling  picture  adorns  both 
:phant  and  Caruso  Lao?) 

•illes  Vautrin  worries  that  all  this  is  going  to  change  the  char- 
of  the  place,  that  the  Lao  residents  are  moving  out  of  town 
:he  foreigners — of  which  he,  of  course,  is  one — are  moving 
lready  he  feels  that  there  are  too  many  travel  agencies,  mas- 
salons  and  cafes  catering  to  international  visitors  cropping  up 
the  hallowed  Miss  Chan's  noodle  soup  shop  on  Sakkarine 
(.  Will  Armani,  Chanel,  Starbucks  set  up  shop  next? 


From  left:  the  Champasak 
Palace  Hotel;  contemplation 
at  Khone  Phapheng  Falls; 
devotional  figures  in  a 
Luang  Prabang  cave; 
classic  temple  architecture 
of  Wat  Xieng  Thong. 


badminton.  (The  Lao  are  obsessed 
with  badminton,  and  there  is  a  sta- 
dium for  it  in  town  where  other 
countries  would  have  soccer  or  base- 
ball.) That  is  so  opposite  to  what  we 
feel  in  the  West." 

But  it  is  so  Lao  and  so  in  tune 
with  Buddhist  traditions.  "Oh,  we  won't  change  so  fast,  we  have 
such  a  strong  culture  and  traditions,  tourism  won't  change  any- 
thing," says  Sinlasone  Soumpholphakdy,  who  left  the  country 
when  the  war  started  in  earnest  in  the  mid-'60s  and  returned  in 
1988  to  take  care  of  his  brother,  then  in  a  government  reeduca- 
tion camp.  Soumpholphakdy  is  now  part  of  the  tourism  boom, 
as  owner  of  the  trendy  Hotel  Sala  Prabang,  but  I  could  see  his 
point.  There  are  only  so  many  small  boats  that  can  go  up  the 
Mekong  to  see  the  Pak  Ou  caves,  with  their  hundreds  of  Buddha 
figures,  and  so  many  vehicles  that  can  drive  the  winding  roads  to 
the  remote  ethnic  villages,  where  people  who  have  never  fully  in- 
tegrated into  Lao  society  live  unwired,  in  simple  wooden  houses 
on  stilts  as  they  have  for  centuries. 

"Laos  is  such  a  mystical  place  and  there  are  only  six  million  of 
us  living  in  what  is  a  national  park,"  says  Soumpholphakdy.  "Why 
on  earth  would  we  change?"* 
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On  a  backroads 
tour  of  New  China, 

RJ.O'Rourke 
discovers  that 
everybody's  dashing 
to  the  free  market. 

WORKERS' 
PARADISE' 
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here's  been  some  bad  press  lately  for  the  enormous  indus- 
trial dragon  that  is  the  Chinese  economy.  The  poor  beast's 
public  image  has  shifted  from  the  lucky  and  beneficent  symbol 
of  oriental  mythology  to  something  more  on  the  order  of  the 
scaly,  winged,  fire-burping  worm  slain  by  St.  George  and  recently 
re-slain  by  the  U.S.  Consumer  Product  Safety  Commission. 

ILLUSTRATIONS  BY  JULIETTE  BORDA 


First  there  was  the  poisonous  dog 
food  (for  which  I  have  been  scouring 
the  pet  stores  in  hope  of  finding  a  mid- 
night snack  for  my  next-door  neigh- 
bor's rottweiler).  Then  there  was  the 
toothpaste  that  contained  diethylene 
glycol,  a  key  ingredient  in  automotive 
antifreeze,  which  allowed  consumers 
to  brighten  their  teeth,  whiten  their 
teeth  and  drool  even  during  the  most 
severe  cold  snaps.  After  that  there  were 
flammable  pajamas  bearing  the  Baby 
Einstein  brand  name  (although  you'd 
think  that  the  kind  of  parents  with 
even  the  slightest  chance  of  having 
an  Einstein-grade  baby  would  be  smart 
enough  not  to  use  their  children  as  fire 
tongs).  And  finally  came  toy  recalls  in 
numbers  so  large  that  they  could  be  con- 
fused with  hedge  fund  losses  or  sub- 
prime  mortgage  foreclosures.  Some  toys 
had  little  magnets  to  swallow.  These 
stuck  together  in  children's  tummies  and 
resulted  not  in  animal  magnetism,  as 
might  have  been  hoped,  but  in  intestinal 
surgery.  Other  toys  were  slathered  in  lead 
paint.  Ingestion  of  lead  causes  learning  disabilities.  We've  found 
that  our  children  are  fully  capable  of  developing  learning  disabil- 
ities on  their  own  without  the  assistance  of  gnawing  on  Thomas 
the  Tank  Engine  or  Fisher-Price  figurines.  There  was  even  a 
Barbie  recall.  Feminists  have  spoken  for  years  about  how  Barbie 
poisons  the  minds  of  little  girls — little  did  they  know. 

My  wife  and  I  have  had  to  empty  our  playroom  and  come  up 
with  an  explanation  for  why  there's  nothing  in  there  except  a  Mr. 
Potato  Head.  We  invented  a  tale  of  the  "Anti-Santy."  He  comes 
in  the  middle  of  the  year  and  takes  toys  away  from  bad  children. 
Fortunately  our  children  are  pretty  bad,  so  they're  buying  it.  But 
I  wouldn't  say  they  were  happy  with  the  situation. 

And  I'm  not  happy  with  the  situation  either.  Obviously  the 
Chinese  have  produced  some  products  that  don't,  if  you'll  excuse 
the  phrase,  stand  a  Chinaman's  chance  in  the  world  marketplace. 
And,  being  human  (there  are  1.3  billion  Chinese — it  doesn't  get 
any  more  human  than  that),  they'll  do  it  again.  But  to  view  the 
economic  development  of  China  through  the  blowout  holes  in 
one  of  the  255,000  defective  Chinese  light- truck  tires  that  got 
recalled  this  August  is  to  miss  an  amazing  phenomenon.  It  would 
be  like  looking  at  the  entire  industrial  revolution  by  peering  down 
the  chimneys  of  William  Blake's  "dark  Satanic  mills. "The  in- 
dustrial revolution  turned  out  better  than  Blake  did.  He  died 
broke  and  seems  to  have  been  pretty  much  bonkers  all  along. 

I  spent  a  month  or  so  in  China  not  long  ago.  As  a  tourist,  I 
did  not  take  the  beaten  path,  at  least  not  the  path  beaten  by 
tourists.  To  somewhat  overanswer  the  query  raised  by  Robert 
Frost — I  am  that  something  that  doesn't  love  a  Great  Wall. 
I  think  when  you  travel  to  a  foreign  land  you  should  see  its 
points  of  interest,  which  these  days  is  hardly  an  overaged 


 "  I  think  when  4 

see  its  points  of  inter 
Line  for  Mongolians. 


Maginot  Line  for  Mongolians.  In  China  today  the  intere? 
point,  the  whole  point,  is  capitalism.  I  wanted  a  look  at  it. 

No  special  entree  is  needed.  Chinese  business  people 
made  an  impoverished,  ill-educated  country  with  relativel)| 
natural  resources  into  the  third  largest  economy  on  earth. Th 
proud  of  what  they've  made.  Their  businesses  are  like  the  pri 
of  your  children  in  your  wallet.  I  told  a  Nanjing  clothing  m 
facturer  that  I  didn't  know  much  about  how  clothes  are  rrl 
and  she  stopped  her  workday  to  show  me  the  entire  induil 
process  by  which  cotton  fluff  is  turned  into  my  trousers.  I  pi 
a  few  questions  to  a  Xi'an  entrepreneur  about  a  plant  he'd 
to  make  coke  fuel  from  coal,  and  he  drove  me  150  miles  to  s 

The  economic  success  of  China  isn't  just  the  result  of  cl 
plentiful  labor  and  ample  foreign  capital.  Zimbabwe  poss 
lots  of  the  former,  and  Hugo  Chavez  claims  that  fot 
capital  in  Venezuela  is  too  ample.  What  China  has  is  "Th 
of  Capitalism." 

Instead  of  a  tour  guide,  I  asked  an  ordinary  citize 
Shanghai  to  show  me  the  sights.  He  took  me  to  all  the 
headquarters  of  international  banks.  When  you  inquire  a| 
various  cities  in  China,  the  Chinese  answer  cryptically: 
Beijing  is  at  least  ten,  Nanjing's  about  eight,  but  Xi'an  is 
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is  not  some  numerical  system  rating  schools,  cultural 
lities  and  access  to  public  transportation.  It's  real  estate  price 
ousands  of  yuan  per  square  meter. 

interviewed  a  senior  Communist  Party  official.  I  was  in 
la  a  decade  ago,  and,  then,  talking  to  a  senior  party  official 
like  talking  to  Hugo  Chavez  or,  for  that  matter,  Nancy 
si.  You  heard  about  nothing  but  schools,  cultural  amenities 
iccess  to  public  transportation.  Now,  the  party  official  said — 
igh  his  somewhat  sketchy  official  translator — "We  want  to 
this  opportunity  to  make  China  the  world's  manufacturing 
nent."  (Alas,  just  lately  they're  succeeding  a  little  too  well.) 
nd  some  Chinese  factories  do  look  like  a  hole  in  the  ground. 
;  shown  around  a  grotty  1970s-era  steel  mill  by  the  business 
itive  who  took  it  over  from  the  government.  He  had  to  fire 
D  of  its  3,200  workers  to  make  it  profitable.  This  involved 
rs  not  taught  at  the  Wharton  School  of  business.  "Here," 
the  smiling  executive  in  a  well-cut  suit,  "is  where  a  worker 
v  a  wrench  at  me  and  I  knocked  him  down  a  flight  ot  stairs." 
ase  you  were  thinking  the  secret  of  China's  economic  suc- 
ls  a  docile  labor  force.) 

ewer  plants  are  nicer  and  air-conditioned.  Garment  sweat- 
s  aren't  actually  sweatshops.  You  don't  want  the  workers 
ting  on  the  garments.  "American  buyers  like  fancy  factories," 
the  manager  of  one  such  factory  in  Huzhou,  apologizing 
is  ten-year-old  workshop.  It  was,  in  fact,  as  depressing  as 


had  abandoned  them.  Good-bye  to  that.  He  was  off  to  the  city 
to  make  his  fortune. 

You'd  think,  with  1.3  billion  fellow  competitors,  that  farmer 
wouldn't  have  good  odds  on  turning  his  bit  of  capital  into  a  for- 
tune. But  in  America  we  take  the  freedom  part  of  competitive 
freedoms  for  granted.  We  tend  to  think  mostly  about  the  com- 
petitive side  of  business  success.  It  is  the  freedom,  however,  that's 
the  blessing  of  capitalism. 

I  was  surprised  at  how  many  Chinese  success  stories  were 
about  cooperation  in  exercising  that  freedom,  sometimes  with 
strange  partners.  A  department  store  magnate  in  Chongqing  had 
worked  for  a  woeful  government  department  store.  He  went  to 
the  government  and  said,  "Let  me  run  it.  I  can  do  better."  Now 
he  has  a  chain  of  department  stores  with  the  government  as  his 
main  investor. 

A  manufacturer  of  fake  fur  in  Wuxi  was  in  the  army  when 
China  and  the  Soviet  Union  were  clashing  along  the  frozen 
Amur  River.  Russian  soldiers  were  wearing  synthetics  that  were 
lighter  and  warmer  than  the  fur  worn  by  the  Chinese.  He  didn't 
know  anything  about  synthetics,  but  he  convinced  his  command- 
ing officer  to  let  him  form  a  research  team.  When  capitalism 
came,  the  Army  research  team 
went  into  business. 

And  some  people  had  free- 
dom thrust  upon  them.  A  thriv- 


ivel  to  a  foreign  land  you  should 
lich  these  days  is  hardly  an  overaged  Maginot 
ina  today  the  interesting  point,  the  whole  point, 

S  CAPITALISM 


merican  public  high  school. The  high-school-aged  employ- 
ee toiling  in  piece-work  drudgery.  But  they  were,  like  high- 
olers,  giggling  and  chatting  anyway. 

l  peek  at  the  Chinese  countryside,  where  most  of  these  work- 
ome  from,  shows  why  grueling  industrial  jobs  are  cheerfully 
pted  and,  indeed,  worth  fighting  for.  Per  capita  income  in 
I  areas  is  barely  $400  a  year.  Garment  workers  make  about 
>  a  month. They  have  health,  accident  and  unemployment  in- 
nce.The  insurance  is  doubtless  minimal,  but  it's  more  than 
»igs  in  the  pigpen  offered  down  on  the  farm.  Plus  there's  always 
inual  company  outing  to  somewhere  other  than  a  rice  paddy 
went  to  a  farm  that  had  just  been  bought  for  property  de- 
pment.The  one-room  hut  where  the  farmer  and  his  family 
lived  was  still  there,  in  a  patch  of  muck.  And  on  the  floor  of 
"mt  were  a  pair  of  the  farmer's  muck  boots,  right  where  he 


ing  fashion  designer  in  Hangzhou  studied  textile  manufacturing 
in  college.  During  the  chaos  of  Mao's  Cultural  Revolution  stu- 
dents had  to  bribe  professors  to  get  into  preferred  classes.  He  was 
broke.  And  no  one  wanted  to  study  fashion  design  (which,  given 
all  those  Mao  jackets,  was  understandable). 

As  a  tourist,  I  find  the  Forbidden  City  forbidding.  I'd  just  as 
soon  let  Emperor  Qin's  army  of  terra-cotta  warriors  fight  it  out 
among  themselves.  I'd  rather  rubberneck  at  the  spirit  of  capital- 
ism, at  China's  determination  to  make  the  most  of  the  assets  it 
has,  even  if  some  of  the  products  disagree  with  the  vicious  cur 
on  the  other  side  of  my  backyard  fence.  What  they  do  with  the 
raw  material  they  have  available  is  truly  inspiring.  For  instance, 
the  Chinese  silicon  implant  industry  seems  as  yet  to  be  in  its  in- 
fancy, but  that  doesn't  stop  them.  Shanghai  has  a  Hooters  with 
local  waitresses.  • 
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Baseball's  golden  age  |  Herodotus  revamped  j  A  Terence  Malick  masterpiece  |  Brooklyn  gypsy-pop  |  Halo  3's  futuristic  firefl 


NEIL  LEIFER;  Taschen;  $400 


As  a  photographer  for  Sports 
Illustrated  in  the  1960s  and  70s, 
Neil  Leifer  captured  many  of 
baseball's  defining  moments.  But 
it's  the  routine,  workaday  shots 
he  took — Mickey  Mantle  beating 
a  throw  to  first,  Johnny  Bench 
making  a  play  at  the  plate  or 
Casey  Stengel  scolding  Yogi  Berra  during  a 


pitching  change — that  make  this  collection 
fascinating.  Here,  in  gorgeous  black  and 
white  and  Kodachrome  color,  is  the 
game  as  it  looked  before  the  free-agency 
craze,  before  Moneyball,  when  every 
player  pulled  his  socks  to  his  knees  and 
performance  enhancement  meant  a  big 
wad  of  chaw.  Just  1,000  copies  of 
this  lavish  edition  will  be  published,  each 
bound  in  pinstriped  cotton  cloth  and 
signed  by  the  author.  —THOMAS  JACKSON 


TING  AT  CANASTA, 

lliam  Trevor;  Viking;  $25 

William  Trevor, 
nearing  80,  has  had 
a  monumental 
literary  career,  long 
ago  securing  a 
comfortable  seat  in 
the  pantheon  of 
Irish  writers — good 
company  there.  And 
yet  the  elegant  and 
onally  chilling  Cheating  at  Canasta, 
th  volume  of  fiction  (watch  out, 
3),  is  fresh  cause  to  salute  this 
'  of  the  short  story.  Though  a 
heartsick  tale  is  set  in  Venice  and 
ir,  unsettling  one  takes  place  in 
it  is  modern  Ireland,  a  boomtown 
y  of  changing  cultural  mores,  that 
ates  the  collection.  Several  darker 
achieve  a  headlong  momentum: 
ig  mechanic  flees  a  fatal  accident, 
iphile  lures  a  bold  teenage  girl,  an 
t  troublemaker  blackmails  a  small- 
iriest.  Others  more  patiently 
i  the  knotty  deceptions  of  human 
nships:  Nine  years  after  her 


husband  may  or  may  not  have  killed  his 
mistress,  the  heroine  of  "The  Room"  tests 
her  own  capacity  for  betrayal.  So  many 
crimes  and  duplicitous  acts  could  make 
for  heavy  reading  if  it  weren't  for  Trevor's 
graceful,  rhythmic  sentences— complex 
Jamesian  constructions  set  beside 
beautifully  plain  statements  of  truth. 

—TAYLOR  ANTRIM 

THE  LANDMARK  HERODOTUS, 
edited  by  Robert  B.  Strassler; 
Pantheon;  $45 

The  first  historian, 
Herodotus  was 
also  arguably  the 
most  ambitious.  To 
explain  the  military 
triumph  of  Greece 
over  superior  Persian 
'"*'  *  -  - v *  •' "         forces  in  the  years 
leading  up  to  479  BCE,  he  saw  fit  to 
describe  Egyptian  mummification  and 
even  a  species  of  ant  reputed  to  gather 
gold  in  India.  Successfully  navigating  his 
sprawling  Histories  requires  a  background 
knowledge  of  ancient  geography  and 
events  largely  unfamiliar  to  modern 


readers.  Organized  by  Robert  B.  Strassler — 
an  amateur  classicist  who  previously 
edited  a  popular  edition  of  Thucydides — 
The  Landmark  Herodotus  considerably 
improves  accessibility  by  integrating 
hundreds  of  maps  and  extensive  timelines, 
effectively  outfitting  the  Histories  with 
a  spatio-temporal  GPS.  In  this  new 
edition,  casual  readers  will  have  no 
trouble  following  the  Persian  pursuit 
of  the  Carians  across  the  Maeander  River 
in  497,  or  finding  out,  by  way  of  the 
extensive  index,  how  the  Carians  helped 
Psammetichos  become  king  of  Egypt 
more  than  a  century  earlier.  This  is  a  real 
service,  yet  the  deeper  achievement  of 
The  Landmark  Herodotus  is  to  amplify  the 
first  historian's  own  epic  accomplishment: 
Herodotus  understood  that  all  events 
interrelate,  and  attempted  to  locate  the 
war  between  Greece  and  Persia  within 
this  vast  web.  His  "omnivorous  curiosity," 
as  Strassler  calls  it,  has  given  way  to 
the  narrower  professionalism  that 
began  with  Thucydides  and  continues  to 
this  day.  The  Landmark  Herodotus 
stands  as  a  challenge,  demonstrating 
how  history  defies  specialization. 

— JON  AT  HON  KEATS 


DAYS  OF  HEAVEN;  Criterion;  $40 


Terrence  Malick's  camera  crew  had  the  reasonable  fear 
in  shooting  his  1978  masterpiece  that  Days  of  Heaven 
might  be  too  distractingly  beautiful,  a  "coffee  table 
movie,"  in  the  words  of  one.  Reissued  by  Criterion  with 
new  high-definition  digital  transfer,  this  postfrontier 
western  is  even  more  visually  luscious  than  ever,  but  we 
are  in  no  more  danger  of  missing  Malick's 
layered,  allusive  meanings,  or  of  eluding 
the  mule  kick  of  his  characters'  losses, 
tfk'4'  large  and  small.  Remembered  partly  for 

I  ,         providing  Richard  Gere  and  Sam  Shepard 
c  ,,;  ,,^v.       w'tn  their  first  real  cinema  roles,  the  film  is 

Sc>rHhA\  EN 

all  but  hijacked  by  another  newcomer,  the 
►  17-year-old  Linda  Manz,  who  raises  the 

■k    voice-over  part  performed  with  similar 
Ls^t    A'.Vi:    spaced-out  spookiness  by  Sissy  Spacek  in 
;'s  Badlands  to  the  potency  of  genius;  she  is  like  the  Greek 
.  from  Mars.  ("Just  when  things  were  about  ta  blow... this 
:ircus  come  in.")  Gere's  Bill,  on  the  lam  from  the  law, 
s  up  as  a  fish-out-of-water  picker  in  the  wheat  fields  of  a 
rmer  (Shepard),  accompanied  by  his  little  sister  (Manz) 
s  secret  lover — the  riveting  Brooke  Adams — who  inevitably 


catches  the  farmer's  eye.  The  movie  that  unfolds  carries 
echoes  of  everything  from  the  biblical  Book  of  Ruth  to  the  silent 
films  of  F.W.  Murnau,  liberally  salted  with  the  very  particular 
obsessions  of  Malick  himself.  Has  any  dramatic  movie  ever 
paused  so  often  for  so  many  critters — tail-swishing  bison, 
sandhill  cranes,  grasshoppers — and  landscape  setups?  (The 
camera  all  but  caresses  the  khaki  dunes  of  southern  Alberta, 
a  rolling  Sahara  of  wheat.)  The  very  lively  commentary  by  the 
stars  and  crew  members  on  the  Criterion  edition  reminds  us 
why  Days  of  Heaven  looked  so  startlingly  fresh  back  in  the  day. 
Shot  mostly  with  natural  light  and  pioneering  the  use  of  the 
new  handheld  Panaglide  camera,  it  copped  the  Oscar  for 
Cinematography  for  its  DP,  Nestor  Almendros.  The  score  is  by 
Ennio  Morricone,  but  the  music  everyone  seems  to  recall  is  the 
recurring,  hypnotic  "Aquarium"  section  of  Camille  Saint-Saens' 
Carnival  of  the  Animals,  which  infuses  some  stretches  of  this 
95-minute  film  with  the  floaty  feeling  of  a  subsea  trance. 

—RICHARD  NALLEY 


When  CBS  executives  announced  the  cancellation  of  the 
postapocalyptic  drama  Jericho  in  May,  outraged  fans  inundated 
the  studio  with  phone  calls,  letters  and  25  tons  of  nuts — 


JERICHO;  Paramount  Home  Video;  $50 


ForbesLift 
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echoing  the  "Nuts!"  response  of  the  show's  lead  when  he's 
asked  to  surrender  in  the  season  finale.  CBS  eventually  caved, 
renewing  the  show  for  seven  more  episodes.  It  remains  to  be 
seen  whether  or  not  Jericho  will  be  a  canceled  series  that  comes 
back  to  flourish,  like  the  franchise-spawning  Star  Trek  or  the 
Emmy-winning  Cagney  &  Lacey.  In  the  first  season,  Jake  Green 
(Skeet  Ulrich),  a  drifter  with  a  hidden  past,  returns  home  to  a 
small  town  in  Kansas  just  as  the  U.S.  is  plunged  into  a  nuclear 
war.  Between  the  action-adventure  sequences  there  are 
moments  of  raw  emotion,  even  humor:  "I  am  about  to  go  to  war 
with  New  Bern,  Kansas,  home  of  the  nearest  Costco.  Today  is 


JERICHO 


just  about  as  weird  as  I  can  handle," 
says  Jake's  father  before  a  battle  between 
surviving  towns.  But  Jericho  is  most 
successful  when  it  concentrates  on  the 
mystery  of  the  bombing— Who  did  it?  Wh 
cities?  What's  in  store  for  the  survivors? 
rather  than  piano-scored  melodrama. 
After  all,  in  a  post-9/11,  post-Katrina  woi 
we  already  know  how  people  experience 
catastrophe.  The  fantasy  of  emerging  unscathed  is  far  more 
interesting.  —STEPHANIE  COOPERMAN 


» 


THE  ELGAR  EXPERIENCE; 

Warner  Classics;  $14 

In  recent  decades,  performances 
of  Edward  Elgar's  music 
have  been  pretty  much  limited 
to  graduation 
ceremonies,  at 
which  his  "Pomp 
and  Circumstance 
March  No.l,"  a.k.a 
"Land  of  Hope  and 
Glory,"  is  a  staple. 
The  rest  of  his  work 
suffers  from  a  reputation  as  ponderous 
and  predictable,  a  throwback  to  the  merry 
old  stiff-upper-lipped  Victorian  England 
Monty  Python  so  enjoyed  spoofing.  But 
recently,  the  composer  has  enjoyed 
a  mini  resurgence.  Performances  of  his 
music  are  popping  up  here  and  there; 
Bard  College  even  dedicated  a  weekend- 
long  festival  to  him  in  August.  Now 
Warner  Classics  is  piling  on  with  this  two- 
disc  "best  of"  set.  Many  of  the  featured 
pieces  fit  the  stereotype:  romantic 


overstatements  in  the  vein  of  Wagner 
or  Mahler,  minus  the  lofty  pain  and 
suffering.  But  others  reveal  a  composer 
with  a  broader  scope  than  he's  given 
credit  for.  The  "Enigma  Variations," 
widely  considered  to  be  Elgar's 
masterpiece,  is  pensive  and  surprisingly 
subtle,  while  his  gorgeous  "Cello 
Concerto  in  E  Minor,"  written  just  after 
World  War  I,  drops  the  old  tone  of 
English  indomitability  for  a  deep,  almost 
bitter  sadness.  It's  hardly  what  you'd 
expect  from  a  composer  of  rousing 
graduation  marches.  — TJ 


THE  FLYING 
CLUB  CUP, 
Beirut;  Ba  Da 
Bing!  Records; 
$14 


Zach  Condon, 
wunderkind 
frontman  for  the  gypsy-pop  ensemble 
Beirut,  had  one  heck  of  a  2006.  First  an 
adoring  indie  music  blogosphere  then 


the  mainstream  press  praised  his  ban 
debut,  Gulag  Orkestar,  a  collection  of 
ramshackle  folk  tunes  conjuring  borsd 
scented  bars  in  Kiev — never  mind  tha 
they  were  written  by  a  19-year-old  col 
dropout  living  in  his  parents'  house  irj 
New  Mexico.  Condon  moved  to  Brookl 
celebrated  his  20th  birthday,  pulled 
together  a  big  brassy  band  for  Beirut'^ 
first  world  tour — then  collapsed  from 
"extreme  exhaustion"  before  a  show  i| 
Paris  (how  very  Jim  Morrison,  fawned 
bloggers).  So  2007  should  have  been) 
the  year  of  the  sophomore  slump,  but 
Flying  Club  Cup,  Beirut's  new  album, 
lovely  surprise.  Condon  still  favors  orn 
instrumentation — ukulele,  accordion 
glockenspiel — and  romantic,  waltz-tin) 
arrangements,  but  his  songs  now  hava 
a  more  serene,  confident  air.  His  teno 
voice  carries  above  trumpets  and  violi 
in  the  pretty  "Guyamas  Sonora."  "Th^ 
Penalty"  is  an  uncluttered,  delicate 
ukulele  ballad,  and  the  melody  on  firs 
single  "A  Sunday  Smile"  is  as  cloudlg 
as  any  Condon  has  written.  — TA 


HALO  3;  Burtgie;  $60  (Xbox  360) 


The  year  is  2552,  and  you  are  the  last  of  the  Spartan  II 
warriors,  an  elite  class  of  genetically  engineered  super- 
soldiers.  Your  mission:  to  save  humanity  from  the 
Covenant,  a  rapacious  alien  civilization  hell-bent  on  total 
galactic  domination.  Or  something  like  that.  Truth  is, 
playing  Halo  for  the  storyline  is  like  reading  Penthouse 
for  the  articles.  The  real  point  here  is  untrammeled, 
senses-flooding  action.  And  from  the  moment  the  newest 
installment  in  the  series  begins,  the  bullets,  missiles 
and  plasma  beams  are  flying — straight  at  you.  Staying 
alive  is  all  the  storyline  you'll  need.  — TJ 
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Westin 

Westin  offers  guests  an  experience 
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This  is  how  it  should  feel. 

Westin  Hotels  &  Resorts. 

For  more  information,  please  visit 

www.westin.com 

Jewelry/Watches 

Ball  Watch 

Ball  Watch  is  considered  by  many 
to  be  one  of  the  most  rugged 
watches  in  the  world.  Started  in 
Cleveland  in  1891.  For  a  dealer  near 
you  visit  www.ballwatch.com  or  call 
1-727-896-4278. 

Real  Estate 

W  Hotel  and  Residences 

Embracing  both  style  and  comfort, 
W  New  York  Downtown  Hotel  & 
Residences  exudes  an  energetic  vibe 
and  wows  inside  and  out. 
Call  212.385.1100  or  visit 
wnyresidences.com 

Retail 

Davidoff 

To  purchase  Davidoff  handmade 
premium  cigars  and  cigar 
accessories,  visit  www.davidoff- 
madison.com  or  to  find  the  nearest 
Davidoff  store  location,  call 
1-800-213-2340. 

MY  M&M'S* 

MY  M&M'S*  for  BUSINESS  Put 
your  logo,  (even  a  personal  mes- 
sage!) on  MY  M&M'S^in  your  com- 
pany's colors  and  create  some  buzz 
for  your  biz. 

Order  online  at  mymms.com 

Ski  the  West 

Deer  Valley  Resort 

Visit  www.deervalley.com 

Park  City  Chamber  of  Commerce 
and  Visitors  Bureau 

Visit  www.parkcityinfo.com 


Salt  Lake  City  International  Airport 

Visit  www.slcairport.com 

Solitude  Mountain  Resort 

Visit  www.skisolitude.com 

The  Canyons  Resort 

Visit  www.thecanyons.com 

Tourism 
Hertz 

The  Hertz  Collections. 
Reserve  the  specific  car  you  want 
from  the  Hertz  Prestige,  Fun  and 
Green  Collections.  It's  another  rea- 
son why  We're  Hertz.  They're  Not. 
Call  1-800-654-3131  or  visit 
www.hertz.com 

Israel  Ministry  Of  Tourism 

YOU'LL  LOVE  ISRAEL  FROM 
THE  FIRST  "SHALOM."  Enjoy  the 
world's  warmest  welcome  and  an 
unforgettable  vacation  in  the  land 
where  you  touch  history  -  and  feel 
the  future.  Visit 
www.goisrael.com/bestdeals. 

Sentosa  Leisure  Group 

Visit  www.sentosa.com.sg 

Tourism  Malaysia 

Visit  www.tourismmalaysia.gov.my 

Turks  &  Caicos 

The  Turks  and  Caicos  comprise  of 
40  islands,  eight  of  which  are 
inhabited,  and  renowned  for  their 
award-winning  beaches,  exciting 
sporting  activities  and  world-class 
resorts.  Call  1-800-241-0824  or  visit 
wvwv.turksandcaicostourism.com 

Travel 

Oahu  Visitors  Bureau 

Call  1-877-525-6248  or  visit 
www.visit-oahu.com 

Villas  at  Royal  Lahaina 

Visit  www.royallahainavillas.com 

Waikoloa  Beach  Marriott  Resort  &  Spa 

Call  1-800-922-5533  or  visit 
www.waikoloamarriott.com 
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The  Great 
Walk 
Of  China 


In  March  2007,  Tarka  L'Herpiniere,  25,  and  Katie-Jane 
Cooper,  27,  of  Devon,  England,  became  the  first  people 
on  record  to  have  walked  the  entire  Great  Wall  of 
China.  Their  six-month,  3,000-mile  trek  from  Yumenguan 
Pass  in  central  China  to  the  North  Korean  border  took 
them  over  snowcapped  mountains,  across  the  Gobi  Desert 
and  to  a  lot  of  places  in  between  where  local  delicacies  such 
as  cooked  dog  head  were  just  another  way  of  saying  "Howdy, 
stranger" — a  good  thing,  as  the  duo  spoke  little  Mandarin. 
The  owner  of  an  adventure  travel  company,  L'Herpiniere  has 
braved  many  previous  expeditions,  including  a  dramatic 
2006  attempt  on  Mount  Everest.  His  girlfriend  Katie-Jane 
Cooper's  prior  notable  trekking  experience  had  been  1 
imited  to  sauntering  catwalks  as  a  fashion  model.  ForbesLife 
contributing  editor  Finn-Olaf  Jones  caught  up  with 
L'Herpiniere  in  Chamonix,  France. 

How  did  you  come  up  with  the  idea  of  walking  the  Great  Wall? 
I  was  supposed  to  go  to  the  North  Pole,  but  that  fell  through. 
Katie  said,  "Why  don't  we  just  walk  the  Great  Wall  of  China?" 
We  assumed  it  had  been  done  before  but  then  we  started 
doing  research.  Several  people  before  us  had  already  done 
monumental  walks  along  the  wall.  But  since  the  late  '90s, 
archaeologists  had  attributed  an  extra  500  kilometers  to  the 
wall,  so  we  decided  we'd  be  the  first  to  walk  the  entire  length. 


How  did  Katie,  with  no  prior  expeditions,  make  this  trip? 
Despite  her  comfortable  life,  Katie  has  a  strong  inner  drivi 
and  she  overcame  a  lot  of  challenges.  But  there  were  some  c 
where  we  walked  without  saying  much.  She  managed  to  k 
an  inch  in  height  from  spinal  compression  from  walking 
around  with  such  a  heavy  backpack  for  so  long — an  osteon 
stretched  her  back  out  when  we  returned  to  England. 

What  are  some  of  the  biggest  misconceptions  about  the  Great  Wl 
Most  people  think  that  it's  one  continuous  structure  of 
towers  and  stairs.  That's  the  part  most  tourists  see  near 
Beijing,  and  much  of  that  has  been  rebuilt.  But  the 
wall  is  really  made  up  of  thousands  of  separate  structures  t 
go  52,000  kilometers  in  all  sorts  of  directions.  Less  than 
one  percent  of  that  is  standing  in  its  original  form.  Lots  oj 
is  just  piles  of  adobe  or  traces  on  the  ground.  We  had  to 
use  satellite  photos  to  navigate  some  sections  because  ofte 
there's  so  little  to  go  by. 

Did  you  ever  have  trouble  from  the  locals? 
There  were  a  few  personal-space  issues.  We  were  often  thi 
first  Westerners  anyone  had  ever  seen,  and  some  would  col 
right  up  and  touch  us.  But  I've  never  experienced  the  kind 
of  hospitality  and  generosity  that  we  met  in  China.  And  I 
traveled  to  a  lot  of  places.  As  for  the  bureaucracy,  we  told 
the  Chinese  embassy  what  we  wanted  to  do  and  they  gav^ 
a  six-month  business  visa  and  otherwise  we  were  left  alon) 

Was  the  food  also  an  adventure? 

I  genuinely  like  Chinese  food,  but  [the  Chinese]  have 
almost  the  opposite  conception  of  what  tastes  good 
than  Westerners.  For  instance,  they  won't  eat  the  chicken 
breast  but  they'll  eat  the  feet  and  the  heart. 

Where  would  you  stay  at  nights? 

The  wall  doesn't  run  through  many  large  towns,  so  we  moj 
just  pitched  a  tent.  Some  places  the  temperature  would  get 
to  minus  35  degrees  Celsius  [minus  31  degrees  Fahrenheit)! 
so  we'd  sometimes  walk  the  extra  five  or  ten  kilometers  awt 
from  the  wall  to  find  a  small  village  to  sleep. 

Is  it  really  a  great  wall? 

It  has  lots  of  surprises.  For  instance,  three  weeks  from  Beiji 
we  were  climbing  over  a  mountain  and  suddenly  there  was  I 
church  steeple  covered  with  crows  in  the  middle  of  nowheri  I 
It  must  have  been  the  remains  of  a  missionary  church.  Ana  I 
time  when  climbing  the  ridge  at  Simatai  northeast  of  Beijiil  I 
we  came  upon  a  steep  cliff  face  and  we  looked  up  and  coulcl  I 
see  the  wall  staggering  straight  up  over  the  mountain  and  gel  I 
on  and  on  through  the  mist  as  far  as  we  could  see.  It  really  1 1 
is  one  of  the  most  awe-inspiring  constructions  on  the  plane  I 
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